Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”) is intended to assist in
the understanding and assessing the trends and significant changes in our results of operations and financial condition.
Historical results may not be indicative of future performance. This discussion includes forward-looking statements that reflect
our plans, estimates and beliefs. Such statements involve risks and uncertainties. Our actual results may differ materially from
those contemplated by these forward-looking statements as a result of various factors, including those set forth in “Risk
Factors” in Part I, Item 1A of the Annual Report on Form 10-K for the year ended December 31, 2023 (the “2023 Form 10-K”),
and “Cautionary Statement Regarding Forward-Looking Statements” set forth below.

This MD&A should be read in conjunction with the Company’s unaudited condensed consolidated financial statements and for
the three and nine month period ended September 30, 2024 and related notes appearing elsewhere in this Quarterly Report on
Form 10-Q (this “Quarterly Report” or “Form 10-Q”) and the 2023 Form 10-K. Financial information presented in this MD&A
is presented in thousands of U.S. dollars, unless otherwise indicated.

Cautionary Statement Regarding Forward Looking-Statements

This Quarterly Report of the Company contains statements that include forward-looking information and are forward-looking
statements within the meaning of applicable Canadian and United States securities legislation (“forward-looking statements™),
including the Private Securities Litigation Reform Act of 1995, that involve risks and uncertainties. All statements, other than
statements of historical fact, included herein are forward-looking statements, including, for greater certainty, statements
regarding the proposed transactions with Canopy Growth Corporation (“Canopy Growth” or “Canopy”), including the
anticipated benefits and likelihood of completion thereof.

LRI

Generally, forward-looking statements may be identified by the use of forward-looking terminology such as “plans”, “expects”
or “does not expect”, “proposed”, “is expected”, “budgets”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or
“does not anticipate”, or “believes”, or variations of such words and phrases, or by the use of words or phrases which state that
certain actions, events or results may, could, would, or might occur or be achieved. There can be no assurance that such
forward-looking statements will prove to be accurate, and actual results and future events could differ materially from those
anticipated in such forward-looking statements. Forward-looking statements reflect Acreage’s current beliefs and are based on
information currently available to Acreage and on assumptions Acreage believes are reasonable. Forward-looking statements
are subject to known and unknown risks, uncertainties and other factors that may cause the actual results, level of activity,
performance or achievements of Acreage to be materially different from those expressed or implied by such forward-looking
statements. Such risks and other factors may include, but are not limited to:

*  The U.S. Federal illegality of the Company’s business activities

» the anticipated benefits of the Floating Share Arrangement with Canopy Growth;

» the likelihood of Canopy Growth completing the acquisition of the Fixed Shares and/or Floating Shares;

»  risks related to the ability to finance Acreage’s business and fund its obligations;

*  other expectations and assumptions concerning the transactions contemplated between Canopy Growth and Acreage;

* in the event that the Floating Share Arrangement is completed, the likelihood of Canopy completing the Acquisition in
accordance with the Existing Arrangement Agreement;

»  the risk of a change of control of either Canopy or Canopy USA;

» the impact of material non-recurring expenses in connection with the Floating Share Arrangement on Acreage’s future
results of operations, cash flows and financial condition;

» the ability of Canopy, Canopy USA and Acreage to leverage each other’s respective capabilities and resources;

» the available funds of Acreage and the anticipated use of such funds;

*  the availability of financing opportunities for Acreage and the risks associated with the completion thereof;

* regulatory and licensing risks;

* changes in general economic, business and political conditions, including changes in the financial and stock markets;

* legal and regulatory risks inherent in the cannabis industry;

»  risks associated with economic conditions, dependence on management and currency risk;

» risks relating to U.S. regulatory landscape and enforcement related to cannabis, including political risks;

»  risks relating to anti-money laundering laws and regulation;

»  other governmental and environmental regulation;

*  public opinion and perception of the cannabis industry;

» risks related to contracts with third-party service providers;

» risks related to the enforceability of contracts and lack of access to U.S. bankruptcy protections;

» reliance on the expertise and judgment of senior management of Acreage;

»  risks related to proprietary intellectual property and potential infringement by third parties;

*  the concentrated voting control of Acreage’s founder and the unpredictability caused by Acreage’s capital structure;

36



* the dual structure of the Fixed and Floating Shares

»  risks relating to the management of growth;

* increasing competition in the industry;

» risks inherent in an agricultural business;

» risks relating to energy costs;

» risks associated with cannabis products manufactured for human consumption including potential product recalls;

» reliance on key inputs, suppliers and skilled labor;

*  cybersecurity risks;

*  ability and constraints on marketing products;

* fraudulent activity by employees, contractors and consultants;

¢ tax and insurance related risks;

*  risks related to the economy generally;

»  risk of litigation;

»  conflicts of interest;

» risks relating to certain remedies being limited and the difficulty of enforcement judgments and effecting service
outside of Canada;

» risks related to future acquisitions or dispositions;

» sales by existing shareholders; and

* limited research and data relating to cannabis.

A description of additional assumptions used to develop such forward-looking statements and a description of additional risk
factors that may cause actual results to differ materially from forward-looking statements can be found in Part I, Item 1A of the
Company’s Annual Report on Form 10-K, under the heading “Risk Factors”, dated April 30, 2024, as filed with the Securities
and Exchange Commission. Although Acreage has attempted to identify important factors that could cause actual results to
differ materially from those contained in forward-looking statements, there may be other factors that cause results not to be as
anticipated, estimated or intended. Readers are cautioned that the foregoing list of factors is not exhaustive. Readers are further
cautioned not to place undue reliance on forward-looking statements as there can be no assurance that the plans, intentions or
expectations upon which they are placed will occur. Forward-looking statements contained in this Form 10-Q are expressly
qualified by this cautionary statement. The forward-looking statements contained in this Form 10-Q represent the expectations
of Acreage as of the date of this Form 10-Q and, accordingly, are subject to change after such date. However, Acreage
expressly disclaims any intention or obligation to update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise, except as expressly required by applicable securities law.

Management’s discussion and analysis of financial condition and results of operations is intended to help provide an
understanding of the Company’s financial condition, changes in financial condition and results of operations. This discussion is
organized as follows:

*  Overview—This section provides a general description of the Company’s businesses, its strategic objectives, as well as
developments that occurred during the three and nine months ended September 30, 2024 and 2023 that the Company
believes are important in understanding its results of operations and financial condition or to disclose known trends.

*  Results of Operations—This section provides an analysis of the Company’s results of operations for the three and nine
months ended September 30, 2024 and 2023. This analysis is presented on a consolidated basis. In addition, a brief
description is provided of significant transactions and events that impact the comparability of the results being
analyzed.

* Liquidity and Capital Resources—This section provides an analysis of the Company’s cash flows for the three and
nine months ended September 30, 2024 and 2023, as well as a discussion on the Company’s outstanding debt and
commitments that existed as of September 30, 2024. Included in the discussion of outstanding debt is a discussion of
the amount of financial capacity available to fund the Company’s future commitments and obligations, as well as a
discussion of other financing arrangements.
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Overview

Acreage Holdings, Inc. (“Acreage” or the “Company”), a vertically integrated, multi-state operator of cannabis licenses and
assets in the U.S, was continued into the Province of British Columbia under the Business Corporations Act (British Columbia).
Acreage Fixed Shares and Floating Shares (as such terms are defined at Note 15 of the unaudited condensed consolidated
financial statements) are each listed on the Canadian Securities Exchange under the symbols “ACRG.A.U” and “ACRG.B.U”,
respectively, and are quoted on the OTCQX® Best Market by OTC Markets Group under the symbols “ACRHF” and
“ACRDF”, respectively and on the Open Market of the Frankfurt Stock Exchange under the symbols “OVZ1” and
“OVZ2”, respectively. Acreage operates through its consolidated subsidiary High Street Capital Partners, LLC (“HSCP”), a
Delaware limited liability company. HSCP, which does business as “Acreage Holdings”, was formed on April 29, 2014. The
Company became an indirect parent of HSCP on November 14, 2018 in connection with a reverse takeover (“RTO”)
transaction. The Company’s operations include (i) cultivating cannabis plants, (ii) manufacturing branded consumer products,
(iii) distributing cannabis flower and manufactured products, and (iv) retailing high-quality, effective cannabis products to
consumers. The Company appeals to medical and adult-use customers through brand strategies intended to build trust and

loyalty.

As of September 30, 2024, Acreage owned and operated a total of 21 dispensaries - five in Ohio, four in Maine, three in New
York, two in New Jersey, three in Connecticut, two in Massachusetts, and two in Illinois. As of September 30, 2024, Acreage
owned and operated a total of seven cultivation and processing facilities, one each in Illinois, Maine, Massachusetts, New
Jersey, New York, Ohio and Pennsylvania.

Strategic Priorities

The Company believes its focused strategy is the key to continued improvements in its financial results and shareholder value.
For the past few years, the Company was focused on three key strategic objectives - accelerating growth in its core markets,
driving profitability, and strengthening the balance sheet. For 2023 and onwards, the Company has modified its strategic
objectives in response to Company and industry developments - focus on cash, accelerate growth in core markets with core
brands and prepare for Canopy USA.

Focus on Cash: A combination of economic conditions, lack of regulatory change and industry competition impacting pricing
have negatively impacted the Company’s ability to generate cash flow to support operational requirements and capital activities.
Additionally, these factors have likely limited the additional capital that might be available to the Company. While these factors
continue, the Company will focus on maximizing the cash flow generated by operating activities and limit capital expenditures
to only those projects that can be funded from existing resources and are expected to generate near-term returns.

Accelerating Growth in Core Markets with Core Brands: Through prior acquisitions and capital expenditures, management
believes Acreage is well positioned for future success in several key markets as regulations regarding the use of cannabis
continue to evolve. The Company will continue to focus its growth in its core markets where it can take advantage of and
expand on the presence already established. Additionally, the Company has developed a portfolio of core brands that resonate
with its customers. The Company will focus on ensuring that these core brands feature prominently in the markets where they
are available.

Prepare for Canopy USA: During the fourth quarter of 2022, the Company entered into a new strategic arrangement with
Canopy Growth that would allow Canopy Growth to acquire 100% of Acreage by (i) waiving its existing Floating Share option
and entering into a new Floating Share arrangement agreement dated October 24, 2022 (the “Floating Share Arrangement
Agreement”); and (ii) committing to exercise its Fixed Share option, all subject to required approvals and terms of the related
agreements. Throughout 2023, the Company has taken steps necessary to prepare for the eventual closing of these transactions,
including holding a special meeting of its holders of Floating Shares to authorize and approve the plan of arrangement (the
“Floating Share Arrangement”) in accordance with the terms of the Floating Share Arrangement Agreement on March 15, 2023
(the “Special Meeting”).

On June 3, 2024, the Canopy Call Option was exercised in accordance with the terms of the Amended Arrangement. Upon
closing of the Amended Arrangement and Floating Share Agreement (the “Acquisitions”), Canopy USA will own 100% of the
Fixed Shares and Floating Shares and in connection therewith, Acreage would become a wholly owned subsidiary of Canopy
USA. Closing of the Acquisitions remain subject to all of the closing conditions set forth in the Amended Arrangement and the
Floating Share Agreement. There can be no certainty, nor can the Company provide any assurance, that all conditions precedent
will be satisfied or waived, which may result in the Acquisitions not being completed.

Highlights from the three and nine months ended September 30, 2024:

* Adjusted EBITDA for the three and nine months ended September 30, 2024 was $0.6 million and $4.5 million,
respectively, compared to adjusted EBITDA of $6.6 million and $24.0 million, respectively, during the same period in
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2023. This marks fourteen consecutive quarters of positive adjusted EBITDA, further validating management's
refocused strategic plan. Refer to section “Non-GAAP Information” for a discussion of Adjusted EBITDA as a non-
GAAP measure.

e On January 3, 2024, the Company entered the New York adult-use market with its first wholesale product sale.

e On January 25, 2024, the Company relocated a Connecticut dispensary to Vernon Connecticut, marking the first-ever
cannabis dispensary in the borough of over 30,000 residents.

*  On March 11, 2024, the Company launched adult-use sales at its Vernon, Connecticut Dispensary. The Botanist
Vernon is now operating as a hybrid dispensary, providing its full suite of products to both medical patients and adult-
use customers.

e On June 3, 2024, the Canopy Call Option was exercised in accordance with the terms of the Amended Arrangement.
Upon closing of the Amended Arrangement and Floating Share Agreement (the “Acquisitions”), Canopy USA will
own 100% of the Fixed Shares and Floating Shares and in connection therewith, Acreage would become a wholly
owned subsidiary of Canopy USA.

e On June 3, 2024, the Company entered into an amended and restated credit agreement. The loan will continue to bear
interest at a variable rate of U.S. prime (“Prime”) plus 5.75% per annum, payable monthly in arrears, with a Prime
floor of 5.50%, and a maturity date of January 1, 2026. Interest under the A&R Credit Agreement will be payable in
cash or in kind, at the Company’s election, through November 30, 2024. Refer to Note 10 for further discussion.

*  On June 4, 2024, the Company brokered a private placement of 12,000 units of the Company at a price of US$833.33
per Unit, for gross proceeds to the Company of $10 million. Refer to Note 10 for further discussion.

*  On September 13, 2024, the Company entered into a second amended and restated credit agreement with a third party
lender (the “New Lender”) and 11065220 Canada Inc. (the “Canopy Lender”) (the “Second Amended and Restated
Credit Agreement”). This agreement supersedes the Amended and Restated Credit Agreement. The New Lender
advanced $65,000 with an original issue discount of 10%, being $6,500. Approximately $48,000 of the amount
advanced by the New Lender was used to repay amounts owing by Acreage pursuant to the Amended and Restated
Credit Agreement to the non-Canopy lender (the “Prior Lender”). As a result, the Prior Lender has been repaid in full.
The net proceeds of the loan to Acreage totaled approximately $8,000 after closing costs and expenses. Under the
Second Amended and Restated Credit Agreement, the loans bear interest at a rate of 13.5%, with the interest in favor
of the New Lender payable in cash and interest in favor of 11065220 Canada Inc. payable in cash or in kind at
Acreage's option and will initially be payable in kind.

¢ Launched non-medical sales across Ohio at the Botanist locations in Akron, Canton, Cleveland, Wickliffe, and
Columbus. Non-medical sales represented 38% of Q3 2024 Ohio revenue, and the Company expects to double its 2023
revenue of $50 million in the state throughout 2025.

*  Secured approval from the New Jersey Cannabis Regulatory Commission for the relocation of the Company’s Atlantic
City dispensary to Collingswood, New Jersey, marking the borough's first cannabis dispensary. The Botanist
Collingswood is expected to open for medical and adult-use sales in Q4 2024, subject to final regulatory approval.

Operational and Regulation Overview (all amounts in thousands, except per share amounts)

The Company believes its operations are in material compliance with all applicable state and local laws, regulations and
licensing requirements in the states in which it operates. However, cannabis is illegal under U.S. federal law. Substantially all of
the Company’s revenue is derived from U.S. cannabis operations. For information about risks related to U.S. cannabis
operations, please refer to Item 1A of the Company’s Annual Report on Form 10-K for the year ended December 31, 2023.

Results of Operations

The following table presents selected financial data derived from the unaudited condensed consolidated financial statements of
the Company for the three and nine months ended September 30, 2024 and 2023. The selected financial information set out
below may not be indicative of the Company’s future performance.
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Summary Results of Operations

Better/(Worse) Better/(Worse)
in thousands, except per Three Months Ended Nine Months Ended
share amounts September 30, 2024 vs. 2023 September 30, 2024 vs. 2023
2024 2023 $ % 2024 2023 $ %

Revenues, net $ 39,624 $ 56,502 $ (16,878) 30)% $ 123,923 $ 170,580 $ (46,657) 27)%
Net operating loss (8,664) (2,501) (6,163) (246) (37,463) (6,411) (31,052) (484)
Net loss attributable to

Acreage (19,508) (7,625) (11,883) (156) (68,511) (38,371) (30,140) (79)
Basic and diluted loss per

share attributable to

Acreage $ (0.16) $ 0.07) $ (0.09) 129% $ (0.58) $ 034) $ (0.24) (TH)%

Revenues, Cost of goods sold and Gross profit

The Company derives its revenues from sales of cannabis and cannabis-infused products through retail dispensary, wholesale
and manufacturing and cultivation businesses, as well as from management or consulting fees from entities for whom the
Company provides management or consulting services.

Gross profit is revenue less cost of goods sold. Cost of goods sold includes costs directly attributable to inventory sold such as
direct material, labor, and overhead, including depreciation. Such costs are further affected by various state regulations that
limit the sourcing and procurement of cannabis and cannabis-related products, which may create fluctuations in gross profit
over comparative periods as the regulatory environment changes.

Better/(Worse) Better/(Worse)
Three Months Ended Nine Months Ended

in thousands September 30, 2024 vs. 2023 September 30, 2024 vs. 2023

2024 2023 $ % 2024 2023 $ %
Retail revenue, net $ 27,435 $ 43,857 $ (16,422) B7% $ 85,620 $130,651 $ (45,031) (B4)%
Wholesale revenue, net 12,188 12,645 (457) 4 38,302 39,845 (1,543) @)
Other revenue, net 1 — 1 n/m 1 84 (83) (99)
Total revenues, net $ 39,624 $ 56,502 $ (16,878) 30)% $123,923 $170,580 $ (46,657) Q27N%
Cost of goods sold, retail (14,995) (23,247) 8,252 35 (47,538) (67,145) 19,607 29
Cost of goods sold, wholesale (10,715) (11,981) 1,266 11 (47,046) (34,454) (12,592) 37)
Total cost of goods sold $(25,710) $(35,228) $ 9,518 27 % $(94,584)  $(101,599) $ 7,015 7 %
Gross profit $ 13,914 $ 21,274 $ (7,360) 35% $ 29,339 $ 68,981 $ (39,642) 5%
Gross margin 35 % 38 % 3)% 24 % 40 % (16)%

Three months ended September 30, 2024 vs. 2023

Total revenues for the three months ended September 30, 2024 declined by $16,878, or 30%, compared to the three months
ended September 30, 2023. The decline in total revenue was primarily driven by liquidity constraints during the three months
ended September 30, 2024 that limited the Company’s ability to purchase inventory from third parties.

Retail revenue for the three months ended September 30, 2024 decreased by $16,422, or 37%, compared to the three months
ended September 30, 2023. This decline was primarily driven by liquidity constraints during the three months ended September
30, 2024 that limited the Company’s ability to purchase inventory from third parties.

Wholesale revenue for the three months ended September 30, 2024 decreased by $457, or 4%, compared to the three months
ended September 30, 2023. The decline in wholesale revenue was primarily due to price compression and decreased wholesale
demand in key markets, particularly in those markets where integrated operators put a greater focus on the sales of their own
internally produced products.

Retail cost of goods sold decreased $8,252, or 35%, for the three months ended September 30, 2024 compared to 2023. This
decrease was roughly in line with the reduction in Retail revenue, net; however, Retail cost of goods sold was negatively
impacted by the Company’s reduced purchasing power as a result of the liquidity constraints described above.

Wholesale cost of goods sold decreased $1,266, or 11%, for the three months ended September 30, 2024 compared to 2023.
Wholesale cost of goods sold decreased due to a change in accounting estimate for the costing of inventory during the first
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quarter of 2024. As a result of this change, the Company no longer uses historical average cost but instead uses three-month
rolling average cost to better align with evolving market dynamics, improve the accuracy of inventory valuation, and enhance
financial reporting transparency.

Gross profit decreased $7,360, or 35%, for the three months ended September 30, 2024 to $13,914 from $21,274 in 2023, and
Gross margin decreased from 38% of revenue for the three months ended September 30, 2023 to 35% of revenue in 2024, or
(3)%, primarily due to the change in accounting estimates for wholesale product costing, as discussed above.

Nine months ended September 30, 2024 vs. 2023

Total revenues for the nine months ended September 30, 2024 declined by $46,657, or 27%, compared to the nine months
ended September 30, 2023. The decline in total revenue was primarily due to continued competitive pressure across most of the
Company’s markets.

Retail revenue for the nine months ended September 30, 2024 decreased by $45,031, or 34%, compared to the nine months
ended September 30, 2023. This decline was primarily driven by liquidity constraints that limited the Company’s access to
inventory, increased retail competition, and pricing pressures in key markets.

Wholesale revenue for the nine months ended September 30, 2024 decreased by $1,543, or 4%, compared to the nine months
ended September 30, 2023. The decline in wholesale revenue was primarily due to price compression and decreased wholesale
demand in key markets, particularly in those markets where integrated operators put a greater focus on the sales of their own
internally produced products.

Retail cost of goods sold decreased $19,607, or 29%, for the nine months ended September 30, 2024 compared to 2023. This
decrease was driven by lower volumes and cost efficiencies.

Wholesale cost of goods sold increased $12,592, or 37%, for the nine months ended September 30, 2024 compared to 2023.
The growth in wholesale cost of goods sold contrasted with a 4% decrease in wholesale revenue. Wholesale cost of goods sold
increased due to i) a change in accounting estimate for the costing of inventory which resulted in a $13,828 charge to Cost of
goods sold, wholesale (refer to Note 2 for further discussion) and ii) inflation driven cost increases and product mix shifts,
which were greater than the cost reductions associated with lower volumes.

Gross profit decreased $39,642 for the nine months ended September 30, 2024 to $29,339 from $68,981 in 2023, and Gross
margin decreased from 40% of revenue for the nine months ended September 30, 2023 to 24% of revenue in 2024, or 16%, due
to the factors discussed above. Efficiencies gained from further economies of scale were unable to offset overall selling price
declines, and cost increases due to inflation.
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Total operating expenses

Total operating expenses consist primarily of recurring general and administrative expenses, compensation expenses,
professional fees, which includes, but is not limited to, legal and accounting services, and one-time expenses such as loss on
disposal of construction in process.

Operating expenses Better/(Worse) Better/(Worse)
Three Months Ended Nine Months Ended

in thousands September 30, 2024 vs. 2023 September 30, 2024 vs. 2023

2024 2023 $ % 2024 2023 $ %
General and administrative $ 7516 $§ 8,03 $ 520 6% $ 22814 $ 25621 $ 2807 11 %
Compensation expense 11,746 13,524 1,778 13 35,614 38,930 3,316 9
Equity-based compensation
expense (212) 745 957 n/m 1,939 2,423 484 20
Marketing 603 542 (61) (11) 1,721 1,942 221 11
Loss on disposals of construction
in process 2,072 — (2,072) n/m 2,072 — (2,072) n/m
Write down of assets held-for-sale — — — n/m — 3,557 3,557 n/m
Depreciation and amortization 853 928 75 8 2,642 2919 277 9
Total operating expenses $ 22,578 $§ 23,775 § 1,197 5% $ 66802 $ 75392 $ 8,590 11 %

n/m - Not Meaningful

Three months ended September 30, 2024 vs. 2023

Total operating expenses for the three months ended September 30, 2024 were $22,578, a decrease of $1,197, or 5%, compared
with 2023. The primary drivers of the decrease in operating expenses were as follows:

General and administrative expenses decreased $520 during the three months ended September 30, 2024 compared
with 2023, primarily due to decreases related to deal related professional fees.

Compensation expense decreased $1,778 during the three months ended September 30, 2024 as compared with 2023,
primarily due to staffing reductions.

Equity-based compensation expense decrease $957 during the three months ended September 30, 2024 as compared
with 2023, primarily due to changes made to the Company’s long-term incentive compensation plans.

Loss on disposals of capital assets expenses increased by $2,072 during the three months ended September 30, 2024
compared with 2023, primarily due to increase in capital asset disposals related to construction activities for the Prime
Wellness of Pennsylvania expansion project.

Nine months ended September 30, 2024 vs. 2023

Total operating expenses for the nine months ended September 30, 2024 were $66,802, a decrease of $8,590, or 11%, compared
with 2023. The primary drivers of the increase in operating expenses were as follows:

General and administrative expenses decreased $2,807 during the nine months ended September 30, 2024 compared
with 2023, primarily due to initiatives put in place by management to reduce operating costs across the Company.
Compensation expense decreased $3,316 during the nine months ended September 30, 2024 as compared with 2023,
primarily due to staffing reductions.

Equity-based compensation expense decreased $484 during the nine months ended September 30, 2024 as compared
with 2023, primarily due to changes made to the Company’s long-term incentive compensation plans.

Loss on disposals of capital assets expenses increased by $2,072 during the nine months ended September 30, 2024
compared with 2023, primarily due to increase in capital asset disposals related to construction activities for the Prime
Wellness of Pennsylvania expansion project.

Write down of assets held-for-sale of $3,557 during the nine months ended September 30, 2023 related to the
Company’s adult-use cannabis cultivation and processing operations in the state of California, which did not recur in
the current year.
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Total other income (loss)

Other loss Better/(Worse) Better/(Worse)
Three Months Ended Nine Months Ended

in thousands September 30, 2024 vs. 2023 September 30, 2024 vs. 2023

2024 2023 $ % 2024 2023 $ %
Income from investments, net $ — 3 248 $ (248) n/m $ — 3 228 % (228) n/m
Interest income from loans
receivable — — — n/m — 10 (10) n/m
Interest expense (8,128) (9,207) 1,079 12 (25,423) (26,143) 720 3 %
Other income (loss), net (983) 10,021 (11,004) n/m (7,320) 9,823 (17,143) n/m
Total other income (loss) $ (O111) § 1,062 $ (10,173) n/m $ (32,743) $ (16,082) $ (16,661) (104)%

n/m - Not Meaningful

Three months ended September 30, 2024 vs. 2023

Total other income (loss) for the three months ended September 30, 2024 was $9,111, an increase of $10,173 compared with
2023. The primary drivers of the increase in Total other income (loss) were as follows:
* Interest expense for the three months ended September 30, 2024 of $8,128 decreased by $1,079, which was driven by
(i) a decrease in interest expense related to the Note backed by ERTC resulting from a reduction in the principal
balance and (ii) changes to interest related to the Amended and Restated Credit Agreement and the Second Amended
and Restated Credit Agreement, refer to Note 10 for further discussion.
*  Other income (loss), net for the three months ended September 30, 2024 of $983 increased by $11,004 as compared
with 2023 and was primarily driven by not receiving employee retention tax credits.

Nine months ended September 30, 2024 vs. 2023

Total other income (loss) for the nine months ended September 30, 2024 was $32,743, increased by $16,661 compared with
2023. The primary drivers of the decrease in Total other loss were as follows:
* Interest expense for the nine months ended September 30, 2024 of $25,423 decreased by $720 as a result of the
Company having a larger debt balance as compared to 2023.
e Other income (loss) for the nine months ended September 30, 2024 of $7,320 increased by $17,143 as compared with
2023 and was driven by a $6,322 loss related to the extinguishment of the Prime rate credit facilities due September
2027, as amended, and not receiving employee retention tax credits.

Net loss
Net loss Better/(Worse) Better/(Worse)
Three Months Ended Nine Months Ended
in thousands September 30, 2024 vs. 2023 September 30, 2024 vs. 2023
2024 2023 $ % 2024 2023 $ %
Net loss $ (22,240) $ (7,859) $§ (14,381) (183)% $ (79,688) $ (42,256) $ (37,432) (89)%
Less: net loss attributable to non-
controlling interests (2,732) (234) (2,498) n/m (11,177) (3,885) (7,292) (188)
Net loss attributable to Acreage
Holdings, Inc. $ (19,508) $ (7,625) $ (11,883) (156)% $ (68,511) $ (38,371) $ (30,140) (79)%

The changes in net loss are driven by the factors discussed above.

Non-GAAP Information

This statement includes Adjusted EBITDA, which is a non-GAAP performance measure that we use to supplement our results
presented in accordance with U.S. GAAP. The Company uses Adjusted EBITDA to evaluate its actual operating performance
and for planning and forecasting future periods. The Company believes that the adjusted results presented provide relevant and
useful information for investors because they clarify the Company’s actual operating performance, make it easier to compare
our results with those of other companies and allow investors to review performance in the same way as our management. Since
these measures are not calculated in accordance with U.S. GAAP, they should not be considered in isolation of, or as a
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substitute for, net loss or our other reported results of operations as reported under U.S. GAAP as indicators of our
performance, and they may not be comparable to similarly named measures from other companies.

The Company defines Adjusted EBITDA as net income before interest, income taxes and, depreciation and amortization and
excluding the following: (i) income from investments, net (the majority of the Company's investment income relates to
remeasurement to net asset value of previously-held interests in connection with our roll-up of affiliates, and the Company
expects income from investments to be a non-recurring item as its legacy investment holdings diminish), (ii) equity-based
compensation expense, (iii) non-cash losses on disposals of construction in process, (iv) transaction costs, (v) non-cash
inventory adjustments and (vi) other non-recurring expenses (other expenses and income not expected to recur).

Adjusted EBITDA Better/(Worse) Better/(Worse)
Three Months
Ended September Nine Months Ended
in thousands 30, 2024 vs. 2023 September 30, 2024 vs. 2023
2024 2023 $ % 2024 2023 $ %

Net loss (U.S. GAAP) $ (22,240) $ (7,859) $ (79,688) $ (42,256)

Income tax expense 4,465 6,420 9,482 19,763

Interest expense, net 8,128 9,207 25,423 26,133

Depreciation and amortization'" 3,165 2,427 12,675 8,976
EBITDA (non-GAAP) $ (6,482) $ 10,195 $ (16,677) (164)% $ (32,108) $ 12,616 $ (44,724) (355)%
Adjusting items:

Loss (income) from investments, net — (248) — (228)

Loss on disposals of construction in

process 2,072 — 2,072 —

Non-cash inventory adjustments 2,048 2,103 5,745 8,824

Loss on extraordinary events® — — 154 1,692

Gain on business divestiture — (47) — (47)

Write down of assets held-for-sale — — — 3,557

Equity-based compensation expense (212) 745 1,939 2,423

Other non-recurring expenses’’ 3,196 (6,174) 26,695 (4,835)
Adjusted EBITDA (non-GAAP) $ 622 $ 6,574 $ (5952 ODN% $ 4,497 § 24,002 $ (19,505) 81)%

) Depreciation and amortization for the three and nine months ended September 30, 2024 and 2023 contains depreciation and amortization
included in cost of goods sold.

@ Extraordinary items are events and transactions that are distinguished by their unusual nature and by the infrequency of their occurrence.

@ Other non-recurring income and expenses relates to (i) certain compensation, (i) general and administrative, (iii) other miscellaneous
income and expenses, and (iv) a change in accounting estimate for the costing of inventory, which resulted in a $13,828 charge to Cost of
goods sold, wholesale for the nine months ended September 30, 2024 (refer to Note 2 for further discussion). The Company excludes these
items as they are not expected to recur.

The changes in adjusted EBITDA are driven by the factors discussed above.
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LIQUIDITY, CAPITAL RESOURCES AND GOING CONCERN
Liquidity
Sources and uses of cash (all amounts in thousands, except per share amounts)

The Company’s primary uses of capital include operating expenses, income taxes, capital expenditures and the servicing of
outstanding debt. The Company’s primary sources of capital include funds generated by cannabis sales as well as financing
activities. Through September 30, 2024, the Company had primarily used private financing as a source of liquidity for short-
term working capital needs and general corporate purposes.

As of September 30, 2024, the Company had cash of $13,845, including $13,780 of cash and cash equivalents and $65 of
restricted cash, respectively, on the Consolidated Statements of Financial Position. The Company’s ability to fund its
operations, capital expenditures, acquisitions, and other obligations depends on its future operating performance and ability to
obtain financing, which are subject to prevailing economic conditions, as well as financial, business and other factors, some of
which are beyond the Company’s control.

The Company’s future contractual obligations include the following:
Leases

As of September 30, 2024, the Company had future operating lease obligations and future finance lease obligations of $25,471
and $14,232, respectively, with $905 and $189 payable within the next three months, respectively. The Company leases land,
buildings, equipment and other capital assets which it plans to use for corporate purposes in addition to the production and sale
of cannabis products. Leases with an initial term of 12 months or less are not recorded on the Unaudited Condensed
Consolidated Statements of Financial Position and are expensed in the Unaudited Condensed Consolidated Statements of
Operations on the straight-line basis over the lease term. The Company does not have any material variable lease payments, and
accounts for non-lease components separately from leases. Refer to Note 8 of the Unaudited Condensed Consolidated Financial
Statements for further discussion.

Debt

As of September 30, 2024, the Company had outstanding debt with varying maturities for an aggregate principal amount of
$274,662 (net of $12,170 of unamortized discounts and debt issuance costs), with $2,437 payable within the remaining three
months. The Company has related future interest payments of $25,423, with $8,128 payable within the remaining three months.
On June 3, 2024, the Company entered into an amended and restated credit agreement (the “Amended and Restated Credit
Agreement”) with a new syndicate of lenders, including a wholly owned subsidiary of Canopy Growth Corporation. Refer to
Notes 10 and 17 of the Unaudited Condensed Consolidated Financial Statements for further discussion. On June 4, 2024, the
Company entered into an agreement that allowed the Company to issue 12,000 units (the “Units”) by way of a brokered private
placement (the “Private placement”) at a price of $833.33 per Unit, for gross proceeds of $10,000. Refer to Notes 10 and 17 of
the Unaudited Condensed Consolidated Financial Statements for further discussion. On September 13, 2024, the Company
entered into a second amended and restated credit agreement with a third party lender (the “New Lender”) and 11065220
Canada Inc. (the “Canopy Lender”) (the “Second Amended and Restated Credit Agreement”). This agreement supersedes the
Amended and Restated Credit Agreement. The New Lender advanced $65,000 with an original issue discount of 10%, being
$6,500. Approximately $48,000 of the amount advanced by the New Lender was used to repay amounts owing by Acreage
pursuant to the Amended and Restated Credit Agreement to the non-Canopy lender (the “Prior Lender”). As a result, the Prior
Lender has been repaid in full. The net proceeds of the loan to Acreage totaled approximately $8,000 after closing costs and
expenses. Under the Second Amended and Restated Credit Agreement, the loans bear interest at a rate of 13.5%, with the
interest in favor of the New Lender payable in cash and interest in favor of 11065220 Canada Inc. payable in cash or in kind at
Acreage's option and will initially be payable in kind.

The Company expects that its cash and cash equivalents of $13,780 as of September 30, 2024, and other mitigating factors, will
assist the future obligations discussed above as well as the capital needs of the existing operations and expansion plans over the
next twelve months. Refer to Note 2 of the Unaudited Condensed Consolidated Financial Statements for further discussion.

Going Concern

As reflected in the unaudited condensed consolidated financial statements, the Company had an accumulated deficit as of
September 30, 2024, as well as a net loss and negative cash flow from operating activities for the nine months ended September
30, 2024. These factors raise substantial doubt about the Company’s ability to continue as a going concern for at least one year
from the issuance of these unaudited condensed consolidated financial statements. Continuation as a going concern is
dependent upon continued operations of the Company, which is dependent upon the Company’s ability to meet its financial
requirements and the success of its future operations. The consolidated financial statements do not include any adjustments to
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the amount and classification of assets and liabilities that may be necessary should the Company not continue as a going
concern.

Management believes that substantial doubt about the Company’s ability to meet its obligations for the next twelve months
from the date these financial statements are issued can be mitigated by, but not limited to, (i) expected long-term sales growth
from the Company’s consolidated operations, (ii) latitude as to the timing and amount of certain operating expenses as well as
capital expenditures, (iii) expense reduction plans that have already been put in place to improve the Company’s results, (iv)
access to the U.S. and Canadian public equity markets. However, management cannot provide any assurances that the Company
will be successful in accomplishing any of its plans. Management also cannot provide any assurance as to unforeseen
circumstances that could occur at any time within the next twelve months or thereafter which could increase the Company’s
need to raise additional capital on an immediate basis.

Cash flows

Cash and cash equivalents were $13,845 as of September 30, 2024, which represents a net decrease of $3,770 for the nine
months ended September 30, 2024. The following table details the change in cash, cash equivalents, restricted cash and cash
related to assets held for sale for the nine months ended September 30, 2024 and 2023.

Cash flows Better/(Worse)
in thousands Nine Months Ended September 30, 2024 vs. 2023

2024 2023 $ %
Net cash used in operating activities $ (17,547) $ (18,729) $ 1,182 6 %
Net cash used in investing activities (2,890) (2,2006) (684) (€29
Net cash provided by financing activities 16,667 21,661 (4,994) (23)
Net increase (decrease) in cash, cash equivalents, and
restricted cash $ (3,770) $ 726 $ (4,496) n/m

n/m - Not Meaningful

Net cash used in operating activities

During the nine months ended September 30, 2024, the Company used $17,547 of net cash in operating activities, which
represented a change of $1,182, or 6%, when compared with 2023. This change was driven by (i) unrecognized tax benefits of
$14,691, (ii) non-cash inventory write-offs and provisions of $13,588, (iii) loss on extinguishment of $6,322, and (iv) primarily
offset by an increase to net loss of $37,431.

Net cash used in investing activities

During the nine months ended September 30, 2024, the Company used $2,890 of net cash through investing activities compared
to $2,206 of net cash used in investing activities in the same period for 2023, which represented a change of $684, which was
primarily driven by less purchases of capital assets of $2,955, offset by collection of notes receivable of $2,150.

Net cash provided by financing activities

During the nine months ended September 30, 2024, the Company provided $16,667 of net cash through financing activities
compared to $21,661 of net cash provided by financing activities in the same period for 2023, which represented a change of
$4,994. This change was primarily driven by less proceeds from debt refinancing of $18,666, offset by proceeds from private
placement of $10,500 and changes in capital distributions - non-controlling interests of $3,968.
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Capital Resources

Capital structure and debt

Our debt outstanding as of September 30, 2024 and December 31, 2023 is as follows:

Debt balances September 30, 2024 December 31, 2023

Financing liability (failed sale-leaseback) $ 14,454 § 15,253
Finance lease liabilities 5,379 5,943
7.50% Loan due April 2026 34,691 32,438
6.10% Secured debenture due September 2030 47,293 46,955
Note due December 2024 792 2,375
13.5% credit facilities due September 2027, as amended 158,719 132,337
Amended and restated credit agreement — —
Convertible notes 11,693 —
Note backed by ERTC 1,641 1,641
Total debt $ 274,662 $ 236,942
Less: current portion of debt 2,437 4,132
Total long-term debt $ 272,225 $ 232,810

Commitments and contingencies
Commitments

The Company provides revolving lines of credit to certain of its portfolio companies. As of September 30, 2024, only one
revolving line of credit remained outstanding and the maximum obligation under this arrangement was equal to the balance
advanced. Refer to Note 6 of the Unaudited Condensed Consolidated Financial Statements for further discussion.

Arrangement with Canopy Growth

On June 19, 2019, the shareholders of the Company and of Canopy Growth separately approved the Prior Plan of Arrangement
involving the two companies, which was subsequently amended on September 23, 2020.

During the fourth quarter of 2022, the Company entered into a new strategic arrangement with Canopy Growth that, would
allow Canopy Growth to acquire 100% of Acreage by (i) waiving its existing Floating Share option and entering into a new
Floating Share acquisition agreement; and (ii) committing to exercise its Fixed Share option, all subject to required approvals
and terms of the related agreements.

Refer to Note 15 of the Unaudited Condensed Consolidated Financial Statements for further discussion.
Advisor fee

In connection with the Prior Plan of Arrangement, the Company entered into an agreement with its financial advisor providing
for a fee payment of $7,000 in either cash, Acreage shares or Canopy Growth shares, at the discretion of the Company, upon the
successful acquisition of Acreage by Canopy Growth. During the fourth quarter of 2022, the Company amended the terms of
the agreement with its financial advisors providing for a fee payment of $3,000 in cash, less a $500 initial payment, and $2,000
in shares of the Company, upon the successful acquisition of Acreage by Canopy Growth.

Tax Receivable Agreement

The Company is a party to (i) a tax receivable agreement dated November 14, 2018 and subsequently amended (the “Tax
Receivable Agreement”) between the Company, certain current and former unit holders of HSCP and, Canopy Growth and
Canopy USA and (ii) tax receivable bonus plans dated November 14, 2018 and subsequently amended (the “Tax Receivable
Bonus Plans”) between the Company and certain directors, officers, consultants of the Company, Canopy Growth and Canopy
USA (together the “Tax Receivable Recipients”). Under the Tax Receivable Agreement and the Tax Receivable Bonus Plans,
the Company is required to make cash payments to the Tax Receivable Recipients equal to 85% of the tax benefits, if any, that
the Company actually realizes, or in certain circumstances is deemed to realize, as a result of (i) the increases in its share of the
tax basis of assets of HSCP resulting from any redemptions or exchanges of Units from the HSCP Members, and (ii) certain
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other tax benefits related to the Company making payments under the Tax Receivable Agreement and the Tax Receivable
Bonus Plan.

Concurrently with the execution of the Floating Share Agreement, Canopy, Canopy USA, High Street, USCo and certain
individuals party to the Tax Receivable Agreement, amended the Tax Receivable Agreement. Pursuant to the Floating Share
Agreement, Canopy, on behalf of Canopy USA agreed to: (i) issue Canopy Shares with a value of approximately $30.5 million
due to the participants of a tax receivable agreement (the “Tax Receivable Agreement Members”) in exchange for each such
individual executing an assignment of rights agreement assigning such individual’s rights under the Tax Receivable Agreement
to Canopy USA, such that following assignment, Canopy USA is the sole member and beneficiary under the TRA; and (ii) fund
a payment with a value of approximately $19.5 million to be made by the Company in Canopy Shares to certain eligible
participants pursuant to the Bonus Plans, as amended on October 24, 2022, both in order to reduce a potential liability of
approximately $121 million under the Tax Receivable Agreement and the Bonus Plans. In connection with the foregoing,
Canopy, on behalf of Canopy USA, issued: (i) 5,648,927 Canopy Shares (equivalent to 564,893 Canopy Shares on a post-
Canopy Consolidation basis) with a value of $15.2 million to certain Tax Receivable Agreement Members on November 4,
2022 as the first installment; and (ii) 7,102,081 Canopy Shares (equivalent to 710,208 on a post-Canopy Consolidation
basis)with a value of $15.2 million to certain Tax Receivable Agreement Members on March 17, 2023, as the second
installment, as consideration for the assignment of such Tax Receivable Agreement Members’ rights under the Tax Receivable
Agreement to Canopy USA. Canopy, on behalf of Canopy USA, also agreed to issue Canopy common shares with a value of
approximately US$19.6 million to certain eligible participants pursuant to the Bonus Plans to be issued immediately prior to
completion of the Floating Share Arrangement.

Surety bonds

The Company has indemnification obligations with respect to surety bonds primarily used as security against non-performance
in the amount of $5,000 as of September 30, 2024, for which no liabilities are recorded on the Unaudited Condensed
Consolidated Statements of Financial Position.

The Company is subject to other capital commitments and similar obligations. As of September 30, 2024, such amounts were
not material.

Contingencies

The Company’s operations are subject to a variety of local and state regulations. Failure to comply with one or more of those
regulations could result in fines, restrictions on its operations, or losses of permits that could result in the Company’s applicable
subsidiaries ceasing operations. While management of the Company believes that the Company’s subsidiaries are in compliance
with applicable local and state regulations as of September 30, 2024, cannabis regulations continue to evolve and are subject to
differing interpretations. As a result, the Company’s subsidiaries may be subject to regulatory fines, penalties, or restrictions in
the future.

The Company and its subsidiaries may be, from time to time, subject to various administrative, regulatory and other legal
proceedings arising in the ordinary course of business. Contingent liabilities associated with legal proceedings are recorded
when a liability is probable, and the contingent liability can be reasonably estimated. Refer to Note 15 of the Unaudited
Condensed Consolidated Financial Statements for further discussion.

Critical accounting policies and estimates

We have adopted various accounting policies to prepare the Unaudited Condensed Consolidated Financial Statements in
accordance with GAAP. Certain of our accounting policies require the application of significant judgment by management in
selecting the appropriate assumptions for calculating financial estimates. In our 2023 Annual Report on Form 10-K, we
identified the critical accounting policies which affect our more significant estimates and assumptions used in preparing our
consolidated financial statements.

During the nine months ended September 30, 2024, the Company implemented a change in accounting estimate for the costing
of inventory cultivated, extracted or processed, and manufactured or infused by the Company from historical average cost to
three-month rolling average cost to better align with evolving market dynamics, improve the accuracy of inventory valuation,
and enhance financial reporting transparency. The Company accounted for this change as a change in accounting estimate and,
accordingly, applied it on a prospective basis. This change resulted in a $13,828 charge to Cost of goods sold, wholesale on the
Company’s Unaudited Condensed Consolidated Statements of Operations for the nine months ended September 30, 2024.
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