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AUDIT COMMITTEE CHARTER
PURPOSE OF THE COMMITTEE

The purpose of the Audit Committee (the “Committee”) of the Board of Directors (the “Board”) of
IM Cannabis Corp. (the “Company”) is to provide an open avenue of communication between
management, the Company’s independent auditor and the Board and to assist the Board in its
oversight of:

@ the integrity, adequacy and timeliness of the Company’s financial reporting and disclosure
practices;

(b) the Company’s compliance with legal and regulatory requirements related to financial
reporting; and

(c) the independence and performance of the Company’s independent auditor.

The Committee shall also perform any other activities consistent with this audit committee charter
(the “Charter”), the Company’s articles, the rules and regulations of all exchanges on which the
securities of the Company are listed for trading, National Instrument 52-110 — Audit Committees,
as amended from time to time (“NI 52-110"), the Business Corporations Act (British Columbia),
the United States Securities Exchange Act of 1934 (the “Exchange Act”), as amended for issuers
listed on the NASDAQ Capital Market (“‘NASDAQ”) and any other applicable laws as required or
deemed necessary or appropriate by the Committee or Board (collectively, the “Applicable
Laws”).

The Committee’s role is one of oversight of the conduct of those activities by the Company’s
management and external auditors, including oversight of the accounting and financial reporting
processes of the Company and the audits of the financial statements of the Company.
Management is responsible for preparing the Company’s financial statements and other financial
information and for the fair presentation of the information set forth in the financial statements in
accordance with international financial reporting standards (“IFRS”). Management is also
responsible for establishing internal controls and procedures and for maintaining the appropriate
accounting and financial reporting principles and policies designed to assure compliance with
accounting standards and all Applicable Laws.

The independent auditor’s responsibility is to audit the Company’s financial statements and
provide its opinion, based on its audit conducted in accordance with generally accepted auditing
standards, that the financial statements present fairly, in all material respects, the financial
position, results of operations and cash flows of the Company in accordance with IFRS.

The Committee is responsible for recommending to the Board the independent auditor to be
nominated for the purpose of auditing the Company’s financial statements, preparing or issuing
an auditor’s report or performing other audit, review or attest services for the Company, and for
reviewing and recommending the compensation of the independent auditor. The Committee is
also directly responsible for the evaluation of and oversight of the work of the independent auditor.
The independent auditor shall report directly to the Committee.



COMMITTEE RESPONSIBILITIES

In addition to the foregoing, in performing its oversight responsibilities the Committee shall:

1.
2.

10.

11.

12.

Have the funding and authority to discharge its duties and responsibilities.

Monitor the adequacy of this Charter on an annual basis and recommend any proposed
changes to the Board.

Review the appointments of the Company’s Chief Financial Officer and any other key
financial executives involved in the financial reporting process.

Review with management and the independent auditor the adequacy and effectiveness of
the Company’s accounting and financial controls and the adequacy and timeliness of its
financial reporting processes.

Review with management and the independent auditor the annual financial statements
and related documents and review with management the unaudited quarterly financial
statements and related documents, prior to filing or distribution, including matters required
to be reviewed under applicable legal or regulatory requirements.

Where appropriate and prior to release, review with management any news releases that
disclose annual or interim financial results or contain other significant financial information
that has not previously been released to the public.

Review the Company’s financial reporting and accounting standards and principles and
significant changes in such standards or principles or in their application, including key
accounting decisions affecting the financial statements, alternatives thereto and the
rationale for decisions made.

Review the quality and appropriateness of the accounting policies and the clarity of
financial information and disclosure practices adopted by the Company, including
consideration of the independent auditor’s judgment about the quality and appropriateness
of the Company’s accounting policies. This review may include discussions with the
independent auditor without the presence of management.

Review with management and the independent auditor significant related party
transactions and potential conflicts of interest.

Pre-approve all non-audit services to be provided to the Company by the independent
auditor.

Ensure receipt from the independent auditors of a formal written statement delineating alll
relationships between the auditor and the Company, and monitor the independence of the
independent auditor by reviewing all relationships between the independent auditor and
the Company and all non-audit work performed for the Company by the independent
auditor and to engage in a dialogue with the independent auditors with respect to any
disclosed relationships or services that may impact the objectivity and independence of
the external auditors.

Establish and review the Company’s procedures for the:
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. receipt, retention and treatment of complaints regarding accounting, financial
disclosure, internal controls or auditing matters; and

. confidential, anonymous submission by employees regarding questionable
accounting, auditing and financial reporting and disclosure matters.

Conduct or authorize investigations into any matters that the Committee believes is within
the scope of its responsibilities.

Perform such other functions and exercise such other powers as are prescribed or
required by the articles of the Company or pursuant to Applicable Laws as set out for the
audit committee of a reporting issuer under NI 52-110, section 224 of the Business
Corporations Act (British Columbia) and the Exchange Act.

DIRECTORS MAY REQUEST MEETING

Any Director of the Company may request the chair of the Committee (the “Chair”) to call a
meeting of the Committee and may attend at such meeting or inform the Committee of a specific
matter of concern to such Director, and may participate in such meeting to the extent permitted
by the Chair.

The times of and places where the meetings of the Committee shall be held and the calling of and
procedure at such meetings shall be determined from time to time by the Committee.

COMMITTEE STRUCTURE AND AUTHORITY

(@)

Composition

The Committee shall consist of at least three directors as determined by the Board, all of
whom shall qualify as independent directors pursuant to (i) NI 52-110; (ii) Rule 5605 of the
NASDAQ Stock Market Rules; (iii) Rulel0A-3(b)(1) under the Exchange Act; and (iv) any
additional requirements or guidelines for audit committee service under applicable
securities laws and the rules of any stock exchange on which the shares of the Company
are listed for trading.

All members of the Committee shall be financially literate, as defined in NI 52-110, and at
least one member shall have “accounting or related financial management expertise”. In
particular, at least one member shall have: (i) education and experience as a principal
financial officer, principal accounting officer, controller, public accountant or auditor or
experience in one or more positions that involve the performance of similar functions; (ii)
experience actively supervising a principal financial officer, principal accounting officer,
controller, public accountant, auditor or person performing similar functions; (iii)
experience overseeing or assessing the performance of companies or public accountants
with respect to the preparation, auditing or evaluation of financial statements; or (iv) other
relevant experience:

(i) an understanding of generally accepted accounting principles and financial
statements;

(i) the ability to assess the general application of such principles in connection with
the accounting for estimates, accruals and provisions;
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(i) expertise preparing, auditing, analyzing or evaluating financial statements that
present a breadth and level of complexity of accounting issues that are generally
comparable to the breadth and complexity of issues that can reasonably be
expected to be raised by the Company’s financial statements, or experience
actively supervising one or more persons engaged in such activities;

(iv) an understanding of internal controls and procedures for financial reporting; and
(v) an understanding of audit committee functions.

Committee members may not, other than in their respective capacities as members of the
Committee, the Board or any other committee of the Board, accept directly or indirectly
any consulting, advisory or other compensatory fee from the Company or any subsidiary
of the Company, or be an “affiliated person” (as such term is defined in the Exchange Act
and the rules adopted by the U.S. Securities and Exchange Commission thereunder) of
the Company or any subsidiary of the Company. For greater certainty, directors’ fees and
fixed amounts of compensation under a retirement plan (including deferred compensation)
for prior service with the Company that are not contingent on continued service should be
the only compensation an audit committee member may receive from the Company.

No Committee member shall serve on the audit committees of more than three other
issuers without prior determination by the Board that such simultaneous service would not
impair the ability of such member to serve effectively on the Committee.

Appointment of Replacement Committee Members

Each member of the Committee shall serve at the pleasure of the Board. Any member of
the Committee may be removed or replaced at any time by the Board and shall
automatically cease to be a member of the Committee upon ceasing to be a Director of
the Company.

The Board may fill vacancies on the Committee by appointment from amongst its number.
The Board shall fill any vacancy if the membership of the Committee is less than three
directors. If and whenever a vacancy shall exist on the Committee, the remaining members
may exercise all their power so long as a quorum remains in office.

Subject to the foregoing, the members of the Committee shall be appointed by the Board
annually and each member of the Committee shall hold office until the next annual meeting
of the shareholders of the Company after his or her election or until his or her successor
shall be duly qualified and appointed.

Quorum
A majority of the Committee present in person or by telephone or other telecommunication

device that permits all persons participating in the meeting to speak to each other shall
constitute a quorum.



(d)

Review of Charter

The Committee shall review and reassess the adequacy of this Charter at least annually and
otherwise as it deems appropriate, and recommend changes to the Board of Directors. The
Committee shall reference this Charter in establishing its annual goals and meeting objectives.

(€)

(f)
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(h)

(i)

()

Delegation

The Committee may delegate from time to time to any person or committee of persons
any of the Committee’s responsibilities that lawfully may be delegated.

Reporting to the Board

The Committee will report through the Chair to the Board on matters considered by the
Committee, its recommendations and performance relative to annual objectives and its
Charter.

Chair

The Chair shall be appointed by the Board from among the members of the Committee,
and if not appointed by the Board, then shall be appointed by the members of the
Committee.

Absence of Chair

If the Chair is not present at any meeting of the Committee, one of the other members of
the Committee present at the meeting shall be chosen by the Committee to preside at the
meeting.

Calling of Meetings

Any Director, the Chairman of the Board, the Corporate Secretary of the Company or the
independent auditor of the Company may call a meeting. The Committee shall meet at
least four times per year and as many additional times as needed to carry out its duties
effectively.

Notice of Meetings

Notice of the time and place of every meeting shall be given in writing or electronic
communication to each member of the Committee at least 48 hours prior to the time fixed
for such meeting. Notice of each meeting shall also be given to the independent auditors
of the Company. A member of the Committee and the independent auditors may in any
manner waive notice of a Committee meeting. Attendance of a member of the Committee
at a meeting is a waiver of notice of the meeting except where a member attends a meeting
for the express purpose of objecting to the transaction of any business on the grounds that
the meeting was not lawfully called.



(K) Procedure, Records and Reporting

Subject to any statute or articles or by-laws of the Company, the Committee shall fix its
own procedures at meetings, keep records of its proceedings and report to the Board,
generally not later than the next scheduled meeting of the Board that follows the
Committee meeting. In discharging its responsibilities, the Committee shall have full
access to any relevant records of the Company.

)] Attendance of Others at Meetings

The Committee shall have the right to determine who shall, and who shall not, be present
at any time during a meeting of the Committee. The Committee may request any officer
or employee of the Company, the Company’s legal counsel, or any external auditor, to
attend a meeting of the Committee or to meet with any members of, or consultants to the
Committee. The Committee shall also have the authority to communicate directly with the
independent auditor.

(m)  Outside Experts and Advisors

The Committee may retain, and set and pay the compensation to, any outside expert or
advisor, including but not limited to, legal, accounting, financial or other consultants, at the
Company’s expense, as it determines necessary to carry out its duties. The Committee
will assure itself as to the independence of any outside expert or advisor.

CURRENCY OF THIS CHARTER

This Charter was last approved by the Board on November 26, 2020.



