
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

GREEN THUMB INDUSTRIES INC. 
 
  

UNAUDITED INTERIM CONDENSED CONSOLIDATED FINANCIAL 
STATEMENTS FOR THE THREE MONTHS ENDED  

MARCH 31, 2019 AND 2018 
 

 (Expressed in United States Dollars) 
 

 
Notice of No Auditor Review of Interim Condensed Financial Statements 

 
In accordance with National Instrument 51-102, the Company discloses that its external auditors have not reviewed 

the accompanying unaudited interim condensed consolidated financial statements. 
 

Green Thumb Industries Inc. (the “Company”) determined that it no longer qualified as a “foreign private issuer” as 
such term is defined in Rule 405 under the Securities Act of 1933, which means that the Company, as of January 1, 
2020, has been required to comply with all of the periodic disclosure and current reporting requirements of the 
Securities Exchange Act of 1934 applicable to U.S. domestic issuers, such as Forms 10-K, 10-Q and 8-K. The 
Company is accordingly now required to prepare its financial statements filed with the SEC in accordance with 
generally accepted accounting principles in the United States (“U.S. GAAP”). As required pursuant to section 4.3(4) 
of National Instrument 51-102 - Continuous Disclosure Obligations, the Company must restate its amended and 
restated interim financial reports for the fiscal year ended December 31, 2019 in accordance with U.S. GAAP, such 
amended and restated interim financial reports having previously been prepared in accordance with the International 
Financial Reporting Standards as issued by the International Accounting Standards Board. The attached unaudited 
interim condensed consolidated financial statements for the three months ended March 31, 2019 and 2018 have been 
prepared in accordance with U.S. GAAP and should be read in conjunction with our Annual Report on Form 10-K for 
the fiscal year ended December 31, 2019, filed with the SEC and Canada’s System for Electronic Document Analysis 
and Retrieval on April 15, 2020.  
 
 
 
 



 
 
 
 
 
 
 

Green Thumb Industries Inc. 
Unaudited Interim Condensed Consolidated Balance Sheet
March 31, 2019 and December 31, 2018 
(Amounts Expressed in United States Dollars, Except for Share Amounts)

March 31, December 31,
2019 2018

(unaudited) (audited)

Current Assets:
Cash and Cash Equivalents 117,081,967$         145,986,072$        
Accounts Receivable 4,295,028               4,574,404              
Inventories 18,156,343             12,359,064            
Notes Receivable 3,000,000               3,500,000              
Prepaid Expenses and Other Current Assets 2,377,947               2,642,481              

Total Current Assets 144,911,285           169,062,021          

Property and Equipment, Net 83,891,079             65,324,080            
Right of Use Assets 22,121,789             -                         
Investments 33,014,805             40,933,283            
Investment in Associate 5,850,000               5,850,000              
Notes Receivable 11,534,520             7,424,727              
Intangible Assets, Net 173,155,672           88,365,678            
Goodwill 197,868,687           39,204,360            
Deposits and Other Assets 2,461,721               2,184,417              

TOTAL ASSETS 674,809,558$         418,348,566$        

LIABILITIES
Current Liabilities:

Accounts Payable 14,615,937$           8,928,528$            
Accrued Liabilities 6,403,018               7,326,156              
Current Portion of Notes Payable 1,558,339               1,480,660              
Current Portion of Lease Liability 1,805,319               -                         
Liability for Acquisition of Noncontrolling Interest 12,467,361             25,420,009            
Contingent Consideration Payable 27,079,852             -                         
Derivative Liability -                          4,238,701              
Acquisition Liabilities 839,825                  -                         
Income Tax Payable 2,464,028               457,585                 

Total Current Liabilities 67,233,679             47,851,639            

Long-Term Liabilities:
Lease Liabilities 21,241,042             -                         
Notes Payable, Net of Current Portion 5,174,628               5,733,797              
Contingent Consideration Payable 9,309,027               9,035,250              
Deferred Income Taxes 36,335,000             13,541,000            

TOTAL LIABILITIES 139,293,376           76,161,686            
COMMITMENTS AND CONTINGENCIES
SHAREHOLDERS' EQUITY

-                          -                         

-                          -                         

-                          -                         
Share Capital 609,294,079           397,590,465          
Shares to be Issued -                          27,773,234            
Contributed Surplus 17,410,041             14,202,659            
Deferred Share Issuances 15,280,000             -                         
Accumulated Deficit (110,938,239)          (100,876,937)         
   Equity of Green Thumb Industries Inc. 531,045,881           338,689,421          
   Noncontrolling interests 4,470,301               3,497,459              

TOTAL SHAREHOLDERS' EQUITY 535,516,182           342,186,880          

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 674,809,558$         418,348,566$        

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements.

ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY

Subordinate Voting Shares (Shares Authorized, Issued and Outstanding at March 31, 2019: Unlimited, 77,050,414, and 
77,050,414, respectively at December 31, 2018: Unlimited, 43,920,131, and 43,920,131, respectively)
Multiple Voting Shares (Shares Authorized, Issued and Outstanding at March 31, 2019: Unlimited, 518,223, and 518,223 
respectively at December 31, 2018: Unlimited, 677,230, and 677,230, respectively)

Super Voting Shares (Shares Authorized, Issued and Outstanding at March 31, 2019: Unlimited, 424,510, and 424,510, 
respectively at December 31, 2018: Unlimited, 424,513, and 424,513, respectively)



 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 

Green Thumb Industries Inc. 
Unaudited Interim Condensed Consolidated Statements of Operations
Three Months Ended March 31, 2019 and 2018
(Amounts Expressed in United States Dollars, Except for Share Amounts)

2019 2018
(unaudited) (unaudited)

Revenues, net of discounts 27,913,163$         10,925,898$      
Cost of Goods Sold, net (15,123,942)         (5,292,958)         

Gross Profit 12,789,221           5,632,940          

Expenses:
Selling, General, and Administrative 26,418,881           6,255,638          

Total Expenses 26,418,881           6,255,638          

Loss From Operations (13,629,660)         (622,698)            

Other Income (Expense):
Other Income (Expense), net Note 18 5,256,653             233,344             
Interest Income 356,830                600,000             
Interest Expense (451,878)              (371,105)            

Total Other (Expense) Income 5,161,605             462,239             

Income (Loss) Before Provision for Income Taxes And Non-Controlling Interest (8,468,055)           (160,459)            

Provision For Income Taxes Note 12 1,236,000             235,000             

Net Income (Loss) Before Non-Controlling Interest (9,704,055)           (395,459)            

Net  Income Attributable to Non-Controlling Interest (140,999)              616,550             

Net Loss Attributable to Green Thumb Industries Inc. (9,563,056)$         (1,012,009)$       

Net Loss per share - basic and diluted (0.06)$                  (0.01)$                

Weighted average number of shares outstanding - basic and diluted 167,171,866 107,528,100

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements.

Three Months Ended March 31,



 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Green Thumb Industries Inc.
Unaudited Interim Condensed Consolidated Statements of Changes in Shareholders' Equity
Three Months Ended March 31, 2019 and 2018
(Amounts Expressed in United States Dollars)

Share Shares to Contributed Deferred Share Accumulated Non-Controlling
Capital Be Issued Surplus Issuances Earnings (Deficit) Interest Total

Balance, January 1, 2018 65,308,240$      -$                 -$               -$              (4,249,775)$      3,366,350$      64,424,815$    

Contributions from shareholders 22,829,399        -                   -                 -                -                    638,887           23,468,286      

Distributions to shareholders (5,640,000)        -                   -                 -                -                    (42,000)            (5,682,000)       
Purchase accounting adjustments for 2017 acquisitions -                    -                   -                 -                (2,800,000)        -                   (2,800,000)       

Net loss -                    -                   -                 -                (1,012,009)        616,550           (395,459)          

Balance, March 31, 2018 82,497,639$      -$                 -$               -$              (8,061,784)$      4,579,787$      79,015,642$    

Balance, January 1, 2019 397,590,465$    27,773,234$    14,202,659$  -$              (100,876,937)$  3,497,459$      342,186,880$  

Adoption of ASC 842, Leases -                    -                   -                 -                (498,246)           -                   (498,246)          

Noncontrolling interests adjustment for change in ownership 27,773,234        (27,773,234)     4,200,382      -                -                    -                   4,200,382        

Contributions from limited liability company unit holders -                    -                   -                 -                -                    1,650,000        1,650,000        

Issuance of shares under business combinations and investments 168,904,857      -                   (4,789,147)     -                -                    -                   164,115,710    

Issuance of shares for redemption of noncontrolling interests 15,025,523        -                   (2,048,653)     -                -                    -                   12,976,870      

Deferred Share Issuances -                    -                   -                 15,280,000    -                    -                   15,280,000      

Stock based compensation -                    -                   5,844,800      -                -                    -                   5,844,800        

Distributions to limited liability company unit holders -                    -                   -                 -                -                    (536,159)          (536,159)          

Net loss -                    -                   -                 -                (9,563,056)        (140,999)          (9,704,055)       

Balance, March 31, 2019 609,294,079$    -$                 17,410,041$  15,280,000$  (110,938,239)$  4,470,301$      535,516,182$  

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements.



 
 
 

Green Thumb Industries Inc. 
Unaudited Interim Condensed Consolidated Statements of Cash Flows
Three Months Ended March 31, 2019 and 2018
(Amounts Expressed in United States Dollars)

2019 2018
(unaudited) (unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss attributable to Green Thumb Industries Inc. (9,563,056)$         (1,012,009)$        
Net (loss) income attributable to non-controlling interest (140,999)              616,550               
Adjustments to reconcile net income (loss) to net cash used in operating activities:

Depreciation and amortization 3,261,333            344,305               
Amortization of operating lease assets 492,000               -                      
Loss on disposal of property and equipment -                       49,622                 
Deferred rent -                       43,783                 
Deferred income taxes 24,000                 (49,000)               
Stock based compensation 5,844,800            -                      
Decrease in fair value of investments (593,522)              -                      
Interest on contingent consideration payable and acquisition liabilities 273,777               -                      
Decrease in fair value of convertible note receivable (4,109,793)           -                      
Changes in value of liabilities related to put option and purchase of noncontrolling interests (448,166)              -                      

Changes in operating assets and liabilities:
Accounts receivable 700,025               (1,263,949)          
Inventory (2,591,611)           (1,619,069)          
Prepaid expenses and other current assets 264,534               (94,279)               
Deposits and other assets 216,503               138,344               
Accounts payable 5,687,409            (869,951)             
Accrued liabilities (5,338,647)           1,043,444            
Operating lease liabilities (284,336)              
Income tax payable 2,006,443            284,000               

NET CASH USED IN OPERATING ACTIVITIES (4,299,306)           (2,388,209)          

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds received from investors -                       1,784,998            
Investment in Joint Venture -                       (445,031)             
Investments in debentures -                       (20,000,000)        
Purchases of property and equipment (12,295,601)         (6,273,823)          
Advances to related parties -                       (2,132,321)          
Repayments from related parties -                       575,000               
Purchases of licenses -                       (49,999)               
Purchase of businesses, net of cash acquired (12,941,549)         -                      

NET CASH USED IN INVESTING ACTIVITIES (25,237,150)         (26,541,176)        

CASH FLOWS FROM FINANCING ACTIVITIES
Contributions from limited liability company unit holders 1,650,000            23,468,286          
Distributions to limited liability company unit holders (536,159)              (5,682,000)          
Proceeds from issuance of notes payable -                       825,000               
Principal repayments of notes payable (481,490)              (327,061)             

NET CASH PROVIDED BY FINANCING ACTIVITIES 632,351               18,284,225          
NET (DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS (28,904,105)         (10,645,160)        
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 145,986,072        29,565,497          
CASH AND CASH EQUIVALENTS, END OF PERIOD 117,081,967$      18,920,337$        

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements.

Three Months Ended March 31,



Green Thumb Industries Inc. 
Unaudited Interim Condensed Consolidated Statements of Cash Flows
Three Months Ended March 31, 2019 and 2018
(Amounts Expressed in United States Dollars)

2019 2018

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Interest paid 178,434$             409,312$             

OTHER NONCASH INVESTING AND FINANCING ACTIVITIES
Purchase of property and equipment with cancellation of note receivable -$  605,000$             

Conversion of notes payable into equity -$  2,279,452$          

Initial consolidation of controlled entities, net of cash 449,941$             934,472$             

Due from investors for equity contributions -$  2,785,998$          

Accrued capital expenditures 1,320,000$          -$  

Noncash increase in right of use asset (22,233,609)$       -$  

Noncash increase in lease liability 22,731,855$        -$  

Net liability upon adoption of ASC 842, Leases (498,246)$            -$  

Exercise of put option 4,200,382$          -$  

Deferred Share Issuances 15,280,000$        -$  

Issuance of shares under business combinations (164,549,779)$     -$  

Acquisitions

Inventory 2,951,828$          
Accounts receivable 420,649 
Property and equipment 6,002,725            
Right of use assets 565,336 
Identifiable intangible assets 87,000,000          
Goodwill 158,664,327        
Deposits and other assets 636,180 
Liabilities assumed (3,352,704)           
Lease Liabilities (565,336)              
Contingent liabilities (27,079,852)         
Deferred share issuances (15,280,000)         
Equity interests issued (164,549,779)       
Conversion of note receivable previously issued (9,012,000)           
Acquisition liability (839,825)              
Deferred income taxes (22,620,000)         

12,941,549$        

The accompanying notes are an integral part of these unaudited interim condensed consolidated financial statements.

Three Months Ended March 31,



Green Thumb Industries Inc. 
Notes to Unaudited Interim Condensed Consolidated Financial Statements 
(Amounts Expressed in United States Dollars, Except Where Stated Otherwise) 

 
 
1. Overview and Basis of Presentation 
 

(a) Description of Business 

Green Thumb Industries Inc. (“Green Thumb” or the “Company”) is promoting well-being through the 
power of cannabis through branded consumer packaged goods and people-first retail experiences, while being 
committed to community and sustainable profitable growth. Green Thumb owns, manufactures, and distributes a 
portfolio of cannabis consumer packaged goods brands including Beboe, Dogwalkers, Dr. Solomon’s, 
incredibles, Rythm and The Feel Collection, primarily to third-party retail stores across the United States as well 
as to Green Thumb owned retail stores. The Company also owns and operates retail cannabis stores that include 
a rapidly growing national chain of retail cannabis stores called Risetm. As of March 31, 2019, Green Thumb has 
operating revenues in nine of its twelve markets: California, Colorado, Connecticut, Florida, Illinois, Maryland, 
Massachusetts, Nevada and Pennsylvania, and ramp up expenses related to the build out of  new markets: New 
Jersey, New York and Ohio, in preparation for revenue generation over the next three to six months. 

 
On June 12, 2018, the Company completed a reverse takeover transaction (“RTO”) as further described in Note 
3 of Green Thumb’s Registration Statement on Form 10 for the year ended December 31, 2018 as initially filed 
with the Securities and Exchange Commission (“SEC”) on December 20, 2019 and subsequently amended on 
February 6, 2020 and March 5, 2020, collectively referred to as (the “2018 Form 10”). Following the RTO, the 
Company was listed on the Canadian Securities Exchange (the “CSE”) under ticker symbol “GTII” and on the 
OTCQX, part of the OTC Markets Group, under the ticker “GTBIF”. 

 
The Company’s registered office is located at 885 West Georgia Street, Suite 2200, Vancouver, British Columbia, 
V6C 3E8, Canada. The Company’s U.S. headquarters are at 325 W. Huron St., Suite 412, Chicago, IL 60654. 

 

(b) Basis of Presentation 

The accompanying unaudited condensed consolidated financial statements include the accounts of Green 
Thumb Industries Inc. and have been prepared in accordance with accounting principles generally accepted in 
the United States (“GAAP”) for interim financial information and in accordance with the rules and regulations 
of the SEC. Accordingly, they do not include all of the information and footnotes required by GAAP for complete 
financial statements and, accordingly, certain information, footnotes and disclosures normally included in the 
annual financial statements, prepared in accordance with GAAP, have been condensed or omitted in accordance 
with SEC rules and regulations. The financial data presented herein should be read in conjunction with the 
audited consolidated and combined financial statements and accompanying notes included in the 2018 Form 10. 
In the opinion of management, the financial data presented includes all adjustments necessary to present fairly 
the financial position, results of operations and cash flows for the interim periods presented. Results of interim 
periods should not be considered indicative of the results for the full year. These unaudited interim condensed 
consolidated financial statements include estimates and assumptions of management that affect the amounts 
reported in the unaudited condensed consolidated financial statements. Actual results could differ from these 
estimates. 

 
The results of operations for the three months ended March 31, 2019 are not necessarily indicative of the 

results to be expected for the entire year ending December 31, 2019. 
 

(c) Significant Accounting Policies 

There have been no changes to the Company’s significant accounting policies as described in Note 2 of the 
Company’s 2018 Form 10 other than those associated with the adoption of Accounting Standards Update 2016-02 
(“ASU 2016-02”), Leases as further described in Note 7 – Leases. 

 

(d) Loss per Share 

Basic loss per share is calculated using the treasury stock method, by dividing the net loss attributable to 
shareholders by the weighted average number of common shares outstanding during each of the periods 
presented. Contingently issuable shares (including shares held in escrow) are not considered outstanding 
common shares and consequently are not included in the loss per share calculations.  

 

 



 
Green Thumb Industries Inc. 

Notes to Unaudited Interim Condensed Consolidated Financial Statements 
(Amounts Expressed in United States Dollars, Except Where Stated Otherwise) 

 
1. Overview and Basis of Presentation (Continued) 

 
 (d) Loss per Share (Continued) 

Diluted loss per share is calculated by adjusting the weighted average number of common shares outstanding to 
assume conversion of all dilutive potential common shares. The Company has three categories of potentially 
dilutive common share equivalents: restricted stock units, stock options and warrants. At March 31, 2019, the 
Company had 2,411,192 options outstanding, 1,585,000 restricted stock units and no warrants outstanding. At 
March 31, 2018, the Company did not have any options, restricted stock units or warrants outstanding. 

 
In order to determine diluted loss per share, it is assumed that any proceeds from the exercise of dilutive 

stock options would be used to repurchase common shares at the average market price during the period. The 
diluted loss per share calculation excludes any potential conversion of stock options and convertible debt that 
would decrease loss per share. As a result, the Company’s calculation of basic loss per share and diluted loss per 
share include the same number of share equivalents for three months ended March 31, 2019 and 2018. 

 
(e) Recently Adopted Accounting Standards 

 
(i) In February 2016, the FASB issued ASU 2016-02 “Leases (Topic 842)”, which requires lessees to record 

most leases on the balance sheet but recognize expense on the income statement in a manner similar to current 
accounting. For lessors, ASU 2016-02 also modifies the classification criteria and the accounting for sales-
type and direct financing leases. The standard requires a modified retrospective approach for leases that exist 
or are entered into after the beginning of the earliest comparative period in the financial statements and is 
effective in the first quarter of 2019. 

Upon adoption of ASU 2016-02, the Company recorded right-of-use assets of $11,197,339 and 
corresponding lease liabilities of $11,695,585 with the difference of $498,246 recorded in opening retained 
earnings. See additional discussion of the Company’s leasing arrangements in Note 7 – Leases. 

 
 
2. INVENTORIES 
 
The Company’s inventories include the following at March 31, 2019 and December 31, 2018: 

 
  

      March 31,   December 31, 
      2019   2018 
            
Raw Material:      
    Harvested Cannabis $ 671,264 $ 527,456 
    Packaging and Miscellaneous    5,550,391    2,511,769 
Total Raw Material  5,140,129  3,039,225 
     
Work in Process    6,837,025                 5,231,630  
Finished Goods    6,179,189                 4,088,209  
     
            
Total Inventories $           18,156,343  $              12,359,064  

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 



Green Thumb Industries Inc. 
Notes to Unaudited Interim Condensed Consolidated Financial Statements 
(Amounts Expressed in United States Dollars, Except Where Stated Otherwise) 

 
3. NOTES RECEIVABLE 
 

On October 16, 2018, the Company executed a promissory note to an unrelated third party.  The value of the note is 
variable in nature as the note is secured by an investment vehicle which expires in January 2021.  The maturity date 
of the note is tied directly to the expiration date of the warrants, both being January 2021. The initial fair value upon 
execution of the note was $11,630,867. The fair value as of March 31, 2019 and December 31, 2018 was $11,534,520 
and $7,424,727, respectively, resulting in an adjustment to fair value of $4,109,793 during the three months ended 
March 31, 2019, which is recorded in other income (expense) on the unaudited interim condensed consolidated 
statement of operations. Repayment of the note is due within ten days of exercise of the underlying security, at which 
time it will bear interest at the lowest applicable federal rate. The principal amount due is based on the actual value of 
the underlying security at the time of exercise. The Company used the Black Scholes option pricing model to estimate 
the fair value of the note receivable using the assumptions below.  
 
    

 March 31, 2019  December 31, 2018 
Risk-free Rate 1.86%  1.86% 
Exercise Price of Underlying Securities $1.998  $1.998 
Share Price of Underlying Security C$7.43  C$5.50 
Volatility 71.50%  71.50% 
Remaining Life (in years) 1.75  2.0 

 

On October 31, 2018, the Company issued a $3,000,000 promissory note to an unrelated third party.  The note has a 
term of one year and bears interest at a rate of 8% which was repaid in 2019.  

At each reporting date, the Company applies its judgment to evaluate the collectability of the notes receivable and 
makes a provision based on the assessed amount of expected credit loss.  This judgment is based on parameters such 
as interest rates, specific country risk factors, and creditworthiness of the creditor. The Company has not experienced 
an increase in credit risk since the initial recognition of the notes receivable.  An increase or decrease to the underlying 
share price and volatility rate of 5% would result in a nominal change to the fair value. 

 
4. PROPERTY AND EQUIPMENT 
 
At March 31, 2019 and December 31, 2018, property and equipment consisted of: 
 

  
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Cost 

  
 
 

Land 

  
 

Buildings and 
Improvements 

  
 

Furniture 
and Fixtures 

  
Computer 
Equipment 

and Software 

  
 

Leasehold 
Improvements 

 Production 
and 

Processing 
Equipment 

  
Assets 
Under 

Construction 

  
 
 

Total 
As at December 31, 2018 $ 2,243,085 $ 20,861,988 $ 2,328,847 $ 2,093,205 $ 18,435,893 $ 6,579,446 $ 16,664,958 $ 69,207,422 
Transfers  -  -  -  -  451,254  -  (451,254)  - 
Additions  -  -  11,875  107,105  -  182,139  13,314,482  13,615,601 
Additions from acquisitions -  -  35,068  8,722  4,939,808  1,019,127  -  6,002,725 
As at March 31, 2019 $ 2,243,085 $ 20,861,988 $ 2,375,790 $ 2,209,032 $ 23,826,955 $ 7,780,712 $ 29,528,186 $ 88,825,748 
                 
Accumulated 
Depreciation 

                

As at December 31, 2018 $ - $ 1,351,230 $ 489,956 $ 249,423 $ 1,007,998 $ 784,735 $ - $ 3,883,342 
Depreciation  -  173,723  86,855  106,702  467,346  216,701  -  1,051,327 
As at March 31, 2019 $ - $ 1,524,953 $ 576,811 $ 356,125 $ 1,475,344 $ 1,001,436 $ - $ 4,934,669 
                 
Net book value                 
As at December 31, 2018 $ 2,243,085 $ 19,510,758 $ 1,838,891 $ 1,843,782 $ 17,427,895 $ 5,794,711 $ 16,664,958 $ 65,324,080 
As at March 31, 2019 $ 2,243,085 $ 19,337,035 $ 1,798,979 $ 1,852,907 $ 22,351,611 $ 6,779,276 $ 29,528,186 $ 83,891,079 



Green Thumb Industries Inc. 
Notes to Unaudited Interim Condensed Consolidated Financial Statements 
(Amounts Expressed in United States Dollars, Except Where Stated Otherwise) 

 
 

4. PROPERTY AND EQUIPMENT (Continued) 
 
Assets under construction represent construction in progress related to both cultivation and dispensary facilities not 
yet completed or otherwise not ready for use. 
 
Depreciation expense for the three months ended March 31, 2019 and 2018 totaled $1,051,326 and $300,745, 
respectively of which $649,097 and $110,676, respectively, is included in cost of goods sold.  
 
 
5. ACQUISITIONS  
 
The Company has determined that the below acquisitions are business combinations under Accounting Standards 
Codification (ASC) 805, Business Combinations.  They are accounted for by applying the acquisition method, 
whereby the assets acquired, and the liabilities assumed are recorded at their fair values with any excess of the 
aggregate consideration over the fair values of the identifiable net assets allocated to goodwill.  Operating results have 
been included in these consolidated financial statements from the date of the acquisition.  Any goodwill recognized is 
attributed based on reporting units. 
 
The Company completed preliminary allocations of the purchase prices of the assets acquired and liabilities assumed 
as follows with the assistance of an independent valuation firm. The Company is still in the process of completing the 
valuations. The preliminary allocations of the purchase prices were based upon preliminary valuations and our 
estimates and assumptions are subject to change within the purchase price allocation period (generally one year from 
the acquisition dates). The primary areas of the purchase price allocations that are not yet finalized relate to the 
valuation of the tangible and intangible assets acquired and the residual goodwill. 
The following table summarizes the consideration for the acquisitions: 
 

  Acquisitions 
Cash Paid $ 14,750,000 
Contingent Consideration  27,079,852 
Conversion of Previous Note Receivable  9,012,000 
Acquisition Liability  839,825 
Deferred Shares  15,280,000 
Share Issuances  164,549,779 

Total Consideration $ 251,511,456    
 
The following table summarizes the initial accounting estimates: 
 

Cash $ 1,912,291 
Inventory  2,951,828 
Accounts Receivable  420,649 
Property and Equipment  6,002,725 
Right-of-Use Assets  565,336 
Deposits and Other Assets  532,340 
Intangible Assets:   

Licenses and Permits  47,000,000 
Tradename  40,000,000 

Liabilities Assumed  (3,352,704) 
Lease Liability  (565,336) 
Deferred Tax Liabilities  (22,620,000) 

Total Identifiable Net Assets  72,847,129 
Goodwill  158,664,327 
   
Net Assets $ 231,511,456 

 
   



Green Thumb Industries Inc. 
Notes to Unaudited Interim Condensed Consolidated Financial Statements 
(Amounts Expressed in United States Dollars, Except Where Stated Otherwise) 

 
 

5.   ACQUISITIONS (Continued) 
 
Business Acquisitions: 

 
 (a) Acquisition of Advanced Grow Labs, LLC 
 
On February 12, 2019, the Company acquired 100% of the ownership interests of Connecticut-based Advanced 
Grow Labs, LLC (AGL). AGL is licensed in Connecticut to grow and process cannabis.  The acquisition includes 
a manufacturing facility and an ownership stake in a recently awarded dispensary, making AGL the only 
vertically licensed operator in the state. The transaction consideration was approximately $112.4 million, which 
included $15 million of cash, approximately 7.0 million Subordinate Voting Shares of GTI which were valued 
at approximately $85.1 million, based on the fair value of the securities on their date of issuance, which was the 
closing price of GTI’s Subordinate Voting Shares as traded on the CSE on the date of the transaction. The 
purchase agreement also included additional consideration ranging from $0 to $15 million in shares of GTI 
depending upon the EBITDA results of AGL over the twelve-month period following the close of the transaction. 

 
(b)   Acquisition of For Success Holding Company 
 

On February 21, 2019, the Company acquired 100% of the ownership interests of For Success Holding 
Company, the Los Angeles-based creator of the lifestyle suite of Beboe branded products. Beboe is currently 
available in certain retail locations in California and Colorado and via home delivery across California. The 
acquisition was an all stock transaction whereby consideration was satisfied through the issuance 6,463,553 of 
GTI Subordinate Voting Shares (including 793,448 deferred shares) which were valued at $94.5 million, based 
on the fair value of the securities on their date of issuance, which was the closing price of GTI’s Subordinate 
Voting Shares as traded on the CSE on the date of the transaction. The purchase agreement also includes 
additional consideration ranging from $0 to $15 million in cash or shares of GTI subject to Beboe achieving the 
placement of its products in specified retailers during the twelve months post acquisition.  

 
The Company also incurred approximately $390,000 of acquisition related costs which were expensed in the 
current period. 
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6. INTANGIBLE ASSETS 
 
At March 31, 2019 and December 30, 2018, intangible assets consisted of the following: 

 

        
Licenses 

and Permits   Tradenames   
Customer 

Relationships   

Non-
Competition 
Agreements   Total 

                          

Cost              
As at December 31, 2018 $ 89,705,213 $ 360,000 $ 820,000 $ 20,480 $ 90,905,693 
Additions from acquisitions   47,000,000  40,000,000  -  -  87,000,000 
As at March 31, 2019 $ 89,705,213 $ 360,000 $ 820,000 $ 20,480 $ 177,905,693 
                 
Accumulated Amortization            
As at December 31, 2018 $ 2,322,715 $ - $ 204,500 $ 12,800 $ 2,540,015 
Amortization   1,916,446  250,000  41,000  2,560  2,210,006 
As at March 31, 2019 $ 4,239,161 $ 250,000 $ 245,500 $ 15,360 $ 4,750,021 
                 
Net book value            
As at December 31, 2018 $ 87,382,498 $ 360,000 $ 615,500 $ 7,680 $ 88,365,678 
As at March 31, 2019 $ 132,466,052 $ 40,110,000 $ 574,500 $ 5,120 $ 173,155,672 

 
 
 
Intangible assets with finite lives are amortized over their estimated useful lives. The Company recorded amortization 
expense for the three months ended March 31, 2019 of $2,210,006. The Company recorded amortization expense for 
the three months ended March 31, 2018, of $43,560. Amortization periods of assets with finite lives are based on 
management’s estimates at the date of acquisition.  
 
The following table outlines the estimated annual amortization expense related to intangible assets as of March 31, 
2019: 

 
        Estimated 
Year Ending December 31 Amortization 

Remainder of 2019       $       10,086,646  

2020               13,448,862  

2021               13,448,862  

2022               13,448,862  

2023               13,448,862  

Thereafter             109,273,579  
         
         $   173,155,672  

 
7. LEASES 

(a) Operating Leases Under Accounting Standards Update No. 2016-02 

In February 2016, the FASB issued Accounting Standards Update No. 2016-02 “Leases (Topic 842)” (“ASU 2016-
02”), which requires lessees to put most leases on the balance sheet but recognize expense on the income statement 
in a manner similar to current accounting. On January 1, 2019, the Company adopted the standard and all related 
amendments, using the optional transition method (modified retrospective approach) applied to leases at the 
adoption date. Under the modified retrospective approach, comparative periods have not been restated and continue 
to be reported under the accounting standards in effect for those periods. Additionally, an adjustment was recorded 
to retrained earnings to account for the initial adoption of the standard.  

The Company elected the optional package of practical expedients to not reassess prior conclusions related to 
contracts containing leases, lease classification and initial direct costs. The Company also elected the practical 
expedient to not separate lease components from non-lease components for real estate leases. As a result of the 
adoption of ASU 2016-02, the Company recorded right-of-use assets of $11,197,339 and corresponding lease 
liabilities of $11,695,585 with the difference of $498,246 recorded in opening retained earnings.  
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7.   LEASES (Continued)  

(a) Operating Leases Under Accounting Standards Update No. 2016-02 (continued) 

The Company has operating leases for certain Rise and Essence retail dispensaries located throughout the US and 
processing and cultivation facilities in Connecticut, Florida, Massachusetts, Maryland, Nevada, New York and 
Pennsylvania as well as corporate office space in Illinois and Nevada. Operating lease ROU assets and operating 
lease liabilities are recognized based on the present value of future minimum lease payments over the lease term at 
commencement date.  

Upon adoption of ASU 2016-02, ROU assets were adjusted for deferred rent and prepaids as of January 1, 2019. 
Lease expense is recognized on a straight-line basis over the expected lease term. The Company’s incremental 
borrowing rate is used in determining the present value of future payments at the commencement date of the lease, 
or for the adoption of ASU 2016-02, at January 1, 2019. Balances related to operating leases are included in ROU 
assets and noncurrent lease liabilities on the consolidated balance sheet.  

All real estate leases are recorded on the balance sheet. Equipment and other non-real estate leases with an initial 
term of twelve months or less are not recorded on the balance sheet. Lease agreements for some locations provide 
for rent escalations and renewal options. Many leases include one or more options to renew the lease at the end of 
the initial term. The Company considered renewals in its ROU assets and operating lease liabilities. Certain real 
estate leases require payment for taxes, insurance and maintenance which are considered non-lease components. 
The Company accounts for real estate leases and the related fixed non-lease components together as a single 
component. 

The Company determines if an arrangement is a lease at inception. The Company must consider whether the 
contract conveys the right to control the use of an identified asset. Certain arrangements require significant judgment 
to determine if an asset is specified in the contract and if the Company directs how and for what purpose the asset 
is used during the term of the contract.  

 
For the three months ended March 31, 2019 the Company recorded $905,056 in operating lease expense. 

Other information related to operating leases as of and for the three months ended March 31, 2019 were as follows: 

 
      As of 
      March 31, 2019 
Weighted average remaining lease term     9.30 Years 
Weighted average discount rate     12.0% 

 
Maturities of lease liabilities for operating leases as of March 31, 2019 were as follows: 

 
      Maturities of Lease Liability 
Year Ending December 31     Third Party Related Party Total 
Remainder of 2019      $              2,394,394   $                 952,598   $             3,346,992  
2020                      3,220,710                   1,293,793                  4,514,503  
2021                      3,189,745                   1,323,459                  4,513,203  
2022                      3,001,949                   1,353,812                  4,355,761  
2023                      2,863,028                   1,384,870                  4,247,898  
2024 and Thereafter                      6,376,066                 12,797,860                19,173,926  
  Total Lease Payments                    21,045,892                 19,106,392                40,152,284  
Less: Interest                     (6,954,683)               (10,151,240)             (17,105,923) 
            
Present Value of Lease Liability       $            14,091,209   $              8,955,152   $           23,046,361  
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7.   LEASES (Continued)  
 
(b) Related Party Operating Leases  

During 2019, Green Thumb entered into three related party transactions with respect to its leasing arrangements 
for three Green Thumb facilities in Florida, Illinois and Nevada.  

With respect to leasing arrangements in Florida and Illinois, Wendy Berger, a director of the Company, is a 
principal of WBS Equities, LLC, which is the Manager of Mosaic Real Estate, LLC. Additionally, Mosaic Real 
Estate, LLC is owned in part by Ms. Berger (through the Wendy Berger 1998 Revocable Trust), Benjamin 
Kovler, the Chief Executive Officer and a director of the Company (through KP Capital, LLC), and 
Mr. Georgiadis, the Chief Financial Officer and a director of the Company (through Three One Four Holdings, 
LLC). The terms of these leases range from 7 years to 15 years. For the three months ended March 31, 2019 the 
Company recorded lease expense of $21,754 associated with these lease arrangements.  

 
In addition to the leases entered into in 2019, the Company had pre-existing operating leases with the same 
related parties for three dispensaries located in Maryland, Nevada and Massachusetts. These leases commenced 
in 2017 and have terms of 7 to 15 years. For the three months ended March 31, 2019 and 2018 lease expense 
associated with these leases was $138,128 and $110,000, respectively.  

 
Disclosures related to period prior to adoption of ASU 2016-02 
  

Future minimum rental commitments under non-cancelable operating leases as of December 31, 2018 were 
expected to be as follows: 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Third Related
Year Ending December 31 Parties Parties Total

2019 1,188,865$        574,477$         1,763,342$      
2020 1,127,754          585,966           1,713,720        
2021 1,123,769          597,686           1,721,455        
2022 1,040,481          504,255           1,544,736        
2023 1,067,783          366,802           1,434,585        

2024 and Thereafter 3,119,021          695,291           3,814,312        

Total Future Minimum Lease Payments 8,667,673$        3,324,477$      11,992,150$    
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8. NOTES PAYABLE 
 
At March 31, 2019 and December 31, 2018, notes payable consisted of the following: 

 
         March 31,    December 31, 

        2019   2018 
 
Promissory note dated October 2, 2017, in the original amount of          

$2,250,000 issued to accredited investors, which matures October 1,          

2022; monthly payments of $55,611 including interest at 12.0% per annum $         1,896,742 $          2,007,256  

              

Promissory note dated October 2, 2017, in the original amount of          

$5,000,000 issued to accredited investors, which matures October 1,          

2022; monthly payments of $112,490 including interest at 12.5% per annum           3,801,970            4,084,885  

              

In connection with an acquisition completed in 2017, the Company          

is required to make quarterly charitable contributions of $50,000 through          

October 2024. The net present value of these required payments has         

been recorded as a liability with an interest rate of 2.17%   
            

1,034,255             1,122,316  

              
              

Total notes payable          6,732,967             7,214,457  

Less: current portion of notes payable   
          

(1,558,339)   
       

(1,480,660) 

Notes payable, net of current portion  $        5,174,628  $          5,733,797  
 
For the three months ended March 31, 2019 and 2018, an immaterial amount of interest expense was recognized in 
association with the Company’s obligations listed above.  
 
 
9.  INCOME TAXES  
 
The following table summarizes the Company’s income tax expense and effective tax rates for the three months ended 
March 31, 2019 and March 31, 2018:  
 

  Three Months Ended March 31,  

    2019   2018 

Loss before Income Taxes $        (8,468,055) $           (160,459) 

Income Tax Expense            1,236,000                235,000  

Effective Tax Rate   -14.60%   -146.45% 
 

The effective tax rates for the three months ended March 31, 2019 and March 31, 2018 were based on the 
Company’s forecasted annualized effective tax rates and were adjusted for discrete items that occurred within the 
periods presented.  

Due to its cannabis operations, the Company is subject to the limitations of Internal Revenue Code (“IRC”) 
Section 280E under which the Company is only allowed to deduct expenses directly related to sales of product. This 
results in permanent differences between ordinary and necessary business expenses deemed non-allowable under 
IRC Section 280E.  
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9.  INCOME TAXES (Continued) 

The effective tax rate for the three months ended March 31, 2019 varies widely from the three months ended 
March 31, 2018 primarily due to the significant increase in loss from operations. The large amount of nondeductible 
expenses incurred by the Company subject to IRC Section 280E, was the driver for income tax expense being 
incurred in a pre-tax loss quarter for 2019 and 2018. 
 
The Company is subject to income taxes in the United States and Canada. Significant judgment is required in 
evaluating the Company’s uncertain tax positions and determining the provision for income taxes. The Company’s 
gross unrecognized tax benefits were $0.8 million and $0 as of March 31, 2019 and March 31, 2018, respectively.  

The federal statute of limitation remains open for the 2017 tax year to the present. The state income tax returns 
generally remain open for the 2016 tax year through the present. Net operating loss arising prior to these years are 
also open to examination if and when utilized. 
 
 
10.  INVESTMENTS 

 
The Company holds investments in convertible notes with terms to maturity ranging from 1 to 2 years that carry 
simple interest ranging from 2.55% to 6.00% per annum which convert into common shares at pre-defined 
numbers of units. Management estimated that market interest rates on similar borrowings without the conversion 
feature was approximately 15% and has used an implied volatility of 100% in measuring the fair value. The fair 
value of these investments is $21,934,071 at March 31, 2019. 

 
The Company also holds direct equity investments in cannabis companies. Management estimated that market 
yields were approximately 15% and used an implied volatility of 100% in measuring the fair value. The fair 
value of these investments is $11,080,734 at March 31, 2019. 

 
Each of these investments are measured at fair value for financial reporting purposes. As these convertible notes 
(as described above) and equity investments are not traded in an active market, their fair values are estimated by 
using market data. Any resulting change in fair value is reflected on the unaudited interim condensed 
consolidated statement of operations in Other (Income) Expense. 
 
Management estimates that the market interest rate on similar borrowings without the conversion feature was 
approximately 15% and has used an implied volatility of 100% in valuing the convertibility feature. 
 

      

Convertible 
Notes 

Receivable  Equity  Total 

Balance at December 31, 2018 $ 
                 

30,336,000  $ 
                 

10,597,283  $ 
                 

40,933,283  

Fair value adjustment         610,071    483,451    1,093,522  
Applied to consideration in business 
combination         (9,012,000)      -      (9,012,000) 

Balance at March 31, 2019 $ 
                 

21,934,071  $ 
                 

11,080,734  $ 
                 

33,014,805  
                

  
11.  INVESTMENT IN ASSOCIATE 
 

The Company’s investments in associates are as follows: 
 

 
 

During 2018, the Company acquired a 25% interest in MC Brands, LLC, a Colorado based intellectual property 
business that licenses its edibles and extracts brand and product formulation to various cannabis operators. 

 
 
 

Investment in associates Jurisdiction Interest
MC Brands, LLC Colorado 25%
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12.  SHARE CAPITAL 
 

(a) Authorized  
 
(i) Subordinate Voting Shares 
The holders of the Subordinate Voting Shares are entitled to receive dividends which may be declared from 
time to time, and are entitled to one vote per share at shareholder meetings of the Company. All Subordinate 
Voting Shares are ranked equally with regard to the Company's residual assets. The Company is authorized 
to issue an unlimited number of no par value Subordinate Voting Shares. During the three months ended 
March 31, 2019, the shareholders of the Company converted 190,007 Multiple Voting Shares into 19,000,700 
Subordinate Voting Shares and 3 Super Voting Shares into 300 Subordinate Voting Shares.  
 
(ii) Multiple Voting Shares 
 
Each Multiple Voting Share is entitled to one hundred votes per share at shareholder meetings of the 
Company and is exchangeable for 100 Subordinate Voting Shares. At March 31, 2019, the Company has 
518,223 issued and outstanding Multiple Voting Shares, which convert into 51,822,300 Subordinate Voting 
Shares. The Company is authorized to issue an unlimited number of Multiple Voting Shares. During the three 
months ended March 31, 2019, the shareholders of the Company converted 190,007 Multiple Voting Shares 
into 19,000,700 Subordinate Voting Shares.  

 
(iii) Super Voting Shares 
 
Each Super Voting Share is entitled to one thousand votes per share at shareholder meetings of the Company 
and is exchangeable for 100 Subordinate Voting Shares. The Company has 424,510 issued and outstanding 
Super Voting Shares which converts into 42,451,000 Subordinate Voting Shares. The Company is authorized 
to issue an unlimited number of Super Voting Shares. During the three months ended March 31, 2019, the 
shareholders of the Company converted 3 Super Voting Shares into 300 Subordinate Voting Shares.  

 
 

(b) Issued and Outstanding  
 
A reconciliation of the beginning and ending amounts of the issued and outstanding shares by class is as 
follows: 
 
 

        Issued and Outstanding 

     
Subordinate Voting  

Shares   
 Multiple Voting  

Shares    

Super  
Voting  
Shares 

                  
As of December 31, 2018              43,920,131           677,230         424,513  
Issued in connection with              
  business combinations              11,486,318                    -                     -    
Change in ownership of non-             
  controlling interests                             -               31,000                   -    
Issuance of shares for redemption             
  of noncontrolling interests                1,377,017                    -                     -    
Deferred Shares Issuance                1,265,948          
Exchange of shares              19,001,000         (190,007)                 (3) 
                  
As at March 31, 2019              77,050,414           518,223         424,510  
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12.  SHARE CAPITAL (Continued) 
 

(c) Deferred Shares Issuance 

In relation to certain acquisitions as described in Note 5 - Acquisitions, certain transactions involved consideration 
in the form of deferred shares which are to be issued to the previous owners of each respective entity at a date 
post acquisition. The following is a summary of the shares to be issued as of March 31, 2019: 
 

        March 31, 2019 

Transaction   
Date of  

Transaction    
  

Units   Value 

Advanced Grow Labs, LLC   February 12, 2019             472,500  $              5,380,000  
For Success Holdings, LLC   February 21, 2019             793,448                 9,900,000  

                 1,265,948  $            15,280,000  

              
The deferred shares for each acquisition are to be issued upon the passage of 12-24 months from the close of each 
respective transaction as defined within each agreement. The value associated with the deferred shares is recorded 
within the Company's consolidated statement of shareholders' equity as of March 31, 2019. 
 
(d)  Stock-Based Compensation  

 
In June 2018, the Company established the GTII Stock and Incentive Plan (the “Plan”).  The maximum number 
of shares issued under the Plan shall not exceed 10% of the issued and outstanding shares.  Option and RSU grants 
generally vest over one to three years, and Options typically have a life of five or ten years.  Option grants are 
determined by the Compensation Committee of the Board with the o ption price set at no less than 100% of the 
fair market value of a share on the date of grant. Stock options activity is summarized as follows: 

        

 

 
Number of 

Shares 

 
Weighted Average 

Exercise Price (C$) 

Weighted Average 
Contractual Life 

 Aggregate  
Intrinsic  
Value 

Balance as at December 31, 2018  1,677,192  13.23  8.72 $ 27,968  
Granted  784,000  17.86  8.28    
Expired  (50,000)  13.20  8.33    
Balance as at March 31, 2019  2,411,192  14.74  7.66  -  
Vested  20,000  16.40  3.00    
Exercisable at March 31, 2019  20,000  16.40  3.00 $ 56,814  

   
       
The aggregate intrinsic value in the table above represents the total pre-tax intrinsic value (the difference between 
the Company’s closing stock price on March 31, 2019 and December 31, 2018, respectively, and the exercise  
price, multiplied by the number of in-the-money options) that would have been received by the option holders 
had all option holders exercised their in-the-money options on March 31, 2019 and December 31, 2018. This 
amount will change in future periods based on the fair market value of the Company’s stock and the number of 
options outstanding. There were no options exercised during the three months ended March 31, 2019.  
  
The Company used the Black-Scholes option pricing model to estimate the fair value of the options at the grant 
date using the following ranges of assumptions: 
 
 

Risk Free Interest Rate    1.79% - 2.33% 
Expected Dividend Yield    0% 
Expected Volatility    81%-100% 
Expected Option Life    3-10 years 
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12.    SHARE CAPITAL (Continued) 
 

(d)  Stock-Based Compensation (Continued) 
 
As the Company became publicly traded in June 2018, sufficient historical trading information was not available 
to determine an expected volatility rate. The volatility rate was based on comparable companies within the same 
industry. 

 
The following table summarizes the number of non-vested RSU awards as of March 31, 2019 and December 31, 
2018 and the changes during the three months ended March 31, 2019: 
 

    

 

Number of Shares   

Weighted Average 
Grant Date Fair 

Value (C$) 

Non-vested RSUs at December 31, 2018  1,589,000   10.28 
Granted   260,966   2.34 
Forfeited  (18,000)   14.64 

Vested  (246,966)   14.43 

Non-vested RSUs at March 31, 2019  1,585,000   10.23 
 

 
The stock-based compensation expense for the three months ended March 31, 2019 and 2018 was as follows: 
 

 
 

(e)  Changes in Ownership and Noncontrolling Interests 

(i) Acquisition of Noncontrolling Interest in KW Ventures Holdings, LLC (Firefly) 
 

On January 1, 2019, the Company closed on its acquisition of KW Ventures Holdings, LLC (Firefly). The 
acquisition was an all stock transaction whereby consideration was satisfied through the issuance of 542,416 
Subordinate Voting Shares at a fair value of $5,364,048. In addition to the shares issued on January 1, 2019 
an additional 48,450 Subordinate Voting Shares with a fair value of $434,069 were held back as part of the 
closing agreement. The value of those shares was recorded as a current liability and included within Accrued 
Liabilities on the consolidated balance sheet as of March 31, 2019. Such shares were distributed to the 
noncontrolling interest members in February 2020.  
 
Prior to January 1, 2019, 100% of Firefly was owned by the noncontrolling interest members. However, GTI 
considered Firefly to be a variable interest entity and accordingly, consolidated Firefly within GTI’s 
consolidated financial statements as GTI was determined to be the primary beneficiary of the operations of 
Firefly and GTI possessed the power to direct the activities of Firefly through a management services 
agreement. Consequently, when GTI acquired the noncontrolling interest, there was no change in control, 
and as a result, no gain or loss was recognized nor was there any excess purchase price recorded as a result 
of the transaction. The transaction resulted in an increase to share capital and a reduction to noncontrolling 
interest of $552,472. During 2019, GTI also made contributions to Firefly of $444,046 to cover the 
noncontrolling interest member’s 2018 tax liability. 

 
 

2019 2018

Stock options expense 788,134$               -$                       
Restricted Stock Units 5,056,666              -                         

Total Stock Based Compensation Expense 5,844,800$            -$                       

For the Three Months Ended
March 31, 
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13. NONCONTROLLING INTERESTS PUT AND CALL OPTIONS 
 
The Company has entered into agreements with certain of its noncontrolling interests whereby the agreements contain 
a put option, which provides the holder with the right to require the Company to purchase their retained interest for 
deemed fair market value at the time the put is exercised. The Company has also negotiated reciprocal call options, 
which would require the same non-controlling interests to sell their retained interest to the Company for deemed fair 
market value at the time the call is exercised.  These symmetrical put and call options are exercisable anytime after 
January 2, 2019. 
 
The net liability recognized in connection with these put and call options has been estimated using the Black Scholes 
options pricing model. The assumptions used in the calculating the fair value include a risk free rate of 2.44%, volatility 
of 100%, an expected term of 30 days, and a share price of $8.07. Upon initial recognition, the Company recorded a 
derivative liability of $7,078,792.  For the year ended December 31, 2018, the Company recorded a gain of $2,869,342 
on revaluation of the derivative liability, which is included other income on the consolidated statement of operations. 
The value of the derivative at December 31, 2018 is $4,238,701 and is recorded as a derivative liability on the 
consolidated balance sheet. The options were exercised on January 7, 2019. 
 
 
14. COMMITMENTS AND CONTINGENCIES 
 

(a) Contingencies 
 

The Company's operations are subject to a variety of local and state regulation. 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 ceasing operations in that specific state or local jurisdiction. While 
management of the Company believes that the Company is in compliance with applicable local and state 
regulations at March 31, 2019 and December 31, 2018, cannabis regulations continue to evolve and are 
subject to differing interpretations. As a result, the Company may be subject to regulatory fines, penalties, 
or restrictions in the future. 
 

 (b) Claims and Litigation 
 

From time to time, the Company may be involved in litigation relating to claims arising out of operations 
in the normal course of business. At March 31, 2019 and December 31, 2018, there were no pending or 
threatened lawsuits that could reasonably be expected to have a material effect on the results of the 
Company’s consolidated operations. There are also no proceedings in which any of the Company’s 
directors, officers or affiliates is an adverse party or has a material interest adverse to the Company’s 
interest. 

 
 

(c) Construction Commitments 
 

As of March 31, 2019, the Company held approximately $13,563,000 of open commitments to contractors 
on work being performed. 
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15. SEGMENT REPORTING 

 
The Company operates in two segments: the cultivation, production and sale of cannabis via retail stores 
(“Consumer Packaged Goods”) and retailing of cannabis to patients and consumers (“Retail”). The Company 
does not allocate operating expenses to these business units, nor does it allocate specific assets. Additionally, 
the Chief Operating Decision Maker does not review total assets or net income (loss) by segment; therefore, 
such information is not presented below. 
 
The below table presents revenues by type for the three months ended March 31, 2019 and 2018: 
 

      Three Months Ended March 31, 
      2019   2018 
Revenues, Net of Discounts           
Consumer Packaged Goods      $        13,494,737     $           5,083,280  
Retail                 16,117,368                  7,163,034  
Intersegment Eliminations                (1,698,942)               (1,320,416) 
Total Revenues, net of discounts      $        27,913,163     $         10,925,898  

 
Goodwill assigned to the Consumer Packaged Goods segment as of March 31, 2019 and December 31, 2018 was 
$163,919,572 and $23,918,000, respectively. Intangible assets, net assigned to the Consumer Packaged Goods 
segment as of March 31, 2019 and December 31, 2018 was $117,655,858 and $46,540,000, respectively. 

 
Goodwill assigned to the Retail segment as of March 31, 2019 and December 31, 2018 was $33,949,115 and 
$15,286,360, respectively. Intangible assets, net assigned to the Retail segment as of March 31, 2019 and 
December 31, 2018 was $55,499,814 and $41,825,678, respectively. 

 
The Company’s assets are aggregated into two reportable segments (Retail and Consumer Packaged Goods). 
For the purposes of testing goodwill, GTI has identified 15 reporting units. The Company analyzed its reporting 
units by first reviewing the operating segments based on the geographic areas in which Green Thumb conducts 
business (or each market). The markets were then further divided into reporting units based on the market 
operations (retail and wholesale) which were primarily determined based on the licenses each market holds. All 
revenues are derived from customers domiciled in the United States and all assets are located in the United 
States.  
  

 
16. SUBSEQUENT EVENTS  
 

 
(a) Acquisitions 

 
The Company closed on a number of acquisitions subsequent to the filing of our March 31, 2019 quarterly report. 
The Company evaluated each acquisition under ASC 805, Business Combinations and determined that each 
qualified as a business combination. Each acquisition was accounted for by applying the acquisition method, 
whereby the assets acquired, and liabilities assumed are recorded at fair values with any excess of the aggregate 
consideration over the fair values of the identifiable net assets allocated to goodwill. Each acquisition was 
completed to further facilitate Green Thumb’s expansion plans.  
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16. SUBSEQUENT EVENTS (Continued) 
 
 

Below is a summary of the total consideration and initial accounting estimates for each acquisition (unaudited): 
 

  
Integral 

Associates, LLC 

  
Other 

Acquisitions 
Cash Paid $ 52,807,500 $ 44,147,694 
Contingent Consideration  39,985,000  - 

Conversion of Previous Note Receivable  -  19,356,800 

Acquisition Liability  791,068  - 

Deferred Shares  -  1,307,798 

Share Issuances  273,146,014  58,302,548 

Total Consideration $ 366,729,582 
 

$ 
 

123,114,840 
     

 
 

Cash $ 744,825 $ 271,457 
Inventory  10,107,303  1,202,524 

Accounts Receivable  1,477,535  265,956 

Property and Equipment  8,831,693  2,518,391 

Right-of-Use Assets  2,127,053  1,812,341 

Deposits and Other Assets  615,397  508,705 

Intangible Assets:     

Licenses and Permits  130,000,000  49,300,000 

Tradename  -  25,740,592 

Customer Relationships  30,000,000  - 

Liabilities Assumed  (7,279,338)  (951,629) 

Lease Liability  (2,127,053)  (1,812,341) 

Deferred Tax Liabilities  5,988,902     (3,302,000) 

Total Identifiable Net Assets  180,846,313 
  

75,573,996 

Goodwill  186,243,269  47,540,844 

     

Net Assets $ 366,729,582 $ 123,114,840 

 
 

(i) Acquisition of Integral Associates, LLC 
 

On June 5, 2019, the Company acquired 100% of the ownership interests of Integral Associates, LLC. The 
acquisition included Integral Associate’s retail brand Essence, three retail locations, as well as two 
cultivation and processing facilities. The transaction consideration included $52.8 million paid in cash and 
approximately 20.8 million in Subordinate Voting Shares which were valued at $235.4 million, and an 
additional 3.3 million milestone shares with a fair value of $37.7 million, for a total value of $273.1 million 
in share issuances. The fair value of the securities was based upon the closing price of GTI’s Subordinate 
Voting Shares as traded on the CSE on the date of the transaction. The purchase agreement includes 
additional consideration based upon future milestone targets of which an additional 0.9 million Subordinate 
Voting Shares have been issued to-date. The former owners of Integral Associates may receive additional 
contingent consideration of up to $57 million in shares of GTI depending upon the EBITDA results of 
Integral Associates over the twelve-month period following the close of the transaction along with 
conditional and/or final dispensary operating licenses.  
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16. SUBSEQUENT EVENTS (Continued) 
 

(a)    Acquisitions (Continued) 
 

(ii)   Acquisition of Fiorello Pharmaceuticals, Inc 
 

On August 23, 2019, the Company acquired 100% of the ownership interests of New York-based Fiorello 
Pharmaceuticals, Inc. The acquisition consideration was paid using $42.6 million of cash and 1.7 million 
of the company’s Subordinate Voting Shares which were valued at $14.1 million, based on the fair value 
of the securities on their date of issuance, which was the closing price of GTI’s Subordinate Voting Shares 
as traded on the CSE on the date of the transaction. The acquisition includes the license and assets for one 
cultivation, one processing, and four retail facilities in the state of New York. 

 
 (iii)   MC Brands, LLC 

 

On June 27, 2019, the Company acquired the remaining 75% interest in MC Brands, LLC which is based 
in Colorado through the issuance of 1.7 million Subordinated Voting Shares valued at $19.4 million. The 
transaction was accounted for as an asset acquisition. 

 
(b) Debt Issuance 

 
(i) Bridge Financing 

 
On April 12, 2019, the Company completed a private placement of $12,500,000 in six-month senior secured 
promissory notes (the “Bridge Notes”). The Company has the right to draw an additional $12,500,000 from 
the lenders at any time within 120 days of closing. The notes accrue interest at an annual rate of 10.5%, 
payable on a monthly basis commencing June 1, 2019. These Notes included Warrants to purchase 218,964 
Subordinate Voting Shares at an exercise price of C$22.90, which can be exercised 42 months after the 
closing.  
 
The exercise price of the warrants is denominated in Canadian dollars whereas the Company’s functional 
currency is USD. As such, upon issuance, the Company recorded a warrant liability and debt discount of 
$2,291,189 which was measured at fair value. On May 22, 2019, the Company repaid the full principal 
amount and accrued interest of $12,645,833 for the Bridge Notes. The Company recognized $2,291,189 in 
interest expense for accretion of the debt discount upon the repayment of the April 12, 2019 Bridge Notes. 
 
(ii) Private Placement Financing 
 
On May 22, 2019, the Company completed a private placement of $105,466,429 in three-year senior 
secured promissory notes and extinguished the bridge notes issued on April 12, 2019 and the promissory 
notes dated October 2, 2017 in the original amounts of $2,500,000 and $5,000,000. The notes accrue 
interest at an annual rate of 12.16%, payable on a quarterly basis commencing June 30, 2019 and all 
principal is due on the maturity date. The Company also has the sole discretion to extend the financing an 
additional twelve months. 

 
(iii)    Modification of Private Placement Financing 
 
On November 9, 2019, the Company amended the May 22, 2019 Private Placement Financing to allow for 
additional financing through sales lease back arrangements and to clarify certain aspects of the financing 
agreement with the lenders. Specifically, the calculation of the effective interest rate on the note was 
clarified to refer to a 365-day calendar year rather than LIBOR-based 360-day year. The result of this 
change was a reduction in the effective interest rate by approximately 16 basis points (from 12.16% to 
12.0%). The Amendment also reduced the borrowing capacity from $150,000,000 to $130,000,000, which 
allows the Company to borrow an additional $24,533,571 over a period of 12 months from the closing date 
of the Note Purchase Agreement.  
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16. SUBSEQUENT EVENTS (Continued) 
 

(b)   Debt Issuance (Continued) 
 

(iii)    Modification of Private Placement Financing (Continued) 
 

As part of this transaction, the Company issued 365,076 warrants allowing the lenders to purchase 
Subordinate Voting Shares at an exercise price of C$12.04, which can be exercised 60 months following 
the close of the transaction. The exercise price of the warrants is denominated in Canadian dollars whereas 
the Company’s functional currency is USD. As such, upon issuance, the Company recorded an additional 
amount to debt discount and warrant liability of $2,304,874 which was measured at fair value. The 
Company did not incur any other fees related to the amendment.  

 
 

(c)   Sales Lease Back Transactions 
 

(i) Danville Sales Lease Back 
 

On November 12, 2019, the Company closed on a sale and lease back transaction to sell its Danville, 
Pennsylvania cultivation and processing facility to IIP. Under a long-term agreement, the Company will 
lease back the facility and continue to operate and manage it. The purchase price for the property was 
$20,300,000, excluding transaction costs. The Company is also expected to make certain improvements to 
the property that will significantly enhance production capacity, for which IIP has agreed to provide 
reimbursement of up to $19,300,000. Assuming full reimbursement for such improvements, IIP’s total 
investment in the property will be $39.6 million. The lease was recorded as an operating lease and resulted 
in a right of use asset and related lease liability of $25,165,505 each and was recorded net of the 
improvements allowance of $19,300,000. 

 
(ii) Toledo Sales Lease Back 
 
On January 31, 2020, the Company closed on a sale and lease back transaction to sell its Toledo, Ohio 
cultivation and processing facility to IIP. Under a long-term agreement, the Company will lease back the 
facility and continue to operate and manage it. The purchase price for the property was $2,900,000, 
excluding transaction costs. The Company is also expected to make certain improvements to the property 
that will significantly enhance production capacity, for which IIP has agreed to provide reimbursement of 
up to $4,300,000. Assuming full reimbursement for such improvements, IIP’s total investment in the 
property will be $7,200,000. The lease was recorded as an operating lease and resulted in a right of use asset 
of $3,583,263, related lease liability of $3,550,799 and was recorded net of the improvements allowance of 
$4,300,000. 
 

(c)   Sales Lease Back Transactions 
 

(iii) Oglesby Sales Lease Back 
 
On March 6, 2020, the Company closed on a sale and lease back transaction to sell its Oglesby, Illinois 
cultivation and processing facility to IIP. Under a long-term agreement, the Company will lease back the 
facility and continue to operate and manage it. The purchase price for the property was $9,000,000, 
excluding transaction costs. The Company is also expected to make certain improvements to the property 
that will significantly enhance production capacity, for which IIP has agreed to provide reimbursement of 
up to $41,000,000. Assuming full reimbursement for such improvements, IIP’s total investment in the 
property will be $50,000,000. The lease was recorded as an operating lease and resulted in a right of use 
asset and related lease liability of $26,828,221 and was recorded net of the improvements allowance of 
$41,000,000. 
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