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

The following discussion of the financial condition and results of operations of MariMed Inc. should be read in conjunction
with the condensed consolidated financial statements and the related notes thereto included elsewhere in this Quarterly
Report on Form 10-Q and the audited financial statements and notes thereto and Management’s Discussion and Analysis
of Financial Condition and Results of Operations included in our Annual Report on Form 10-K for the year ended
December 31, 2023, which was filed with the U.S. Securities and Exchange Commission (“SEC”) on March 7, 2024.

Forward Looking Statements

When used in this Quarterly Report on Form 10-Q and in future filings by the Company with the SEC, words or phrases,
such as “anticipate,” “believe,” “could,” “would,” “should,” “estimate,” “expect,” “intend,” “may,” “plan,” “predict,”
“project,” “will” or similar expressions, are intended to identify “forward-looking statements” within the meaning of the
Private Securities Litigation Reform Act of 1995. Readers are cautioned not to place undue reliance on any such forward
looking statements, each of which speak only as of the date made. Such statements are subject to certain risks and
uncertainties that could cause actual results to differ materially from historical earnings and those presently anticipated or
projected. The Company has no obligation to publicly release the result of any revisions which may be made to any
forward-looking statements to reflect anticipated or unanticipated events or circumstances occurring after the date of such

statements.
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These forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause actual
results to be materially different. These factors include, but are not limited to, changes that may occur to general economic
and business conditions; changes in current pricing levels that the Company can charge for its services and products or
which it pays to its suppliers and business partners; changes in political, social and economic conditions in the jurisdictions
in which the Company operates; changes to regulations that pertain to its operations; changes in technology that render the
Company’s technology relatively inferior, obsolete or more expensive compared to others; changes in the business
prospects of the Company’s business partners and customers; increased competition, including from the Company’s
business partners; and enforcement of U.S. federal cannabis-related laws.

The following discussion should be read in conjunction with the financial statements and related notes which are included
in this Quarterly Report on Form 10-Q.

The Company does not undertake to update its forward-looking statements or risk factors to reflect future events or
circumstances, unless required by law.

Overview

We are a multi-state operator in the United States cannabis industry. We develop, operate, manage and optimize state-of-
the-art, regulatory-compliant facilities for the cultivation, production and dispensing of medicinal and adult-use cannabis.
We also license our proprietary brands of cannabis products, along with other top brands, in several domestic markets.

We completed two acquisitions during the three months ended June 30, 2024 that we accounted for as asset purchases. On
April 9, 2024, we acquired 100% of the membership interests of Allgreens Dispensary, LLC ("Allgreens"), which held a
conditional adult-use cannabis dispensary license in Illinois. On April 5, 2024, we acquired 100% of the membership
interests of Our Community Wellness & Compassionate Care Center, Inc. ("MedLeaf"), which held a retail dispensary
license in Maryland. The MedLeaf dispensary has been closed since July 1, 2023. We will commence retail sales upon
receiving regulatory approvals, which we expect will occur later in 2024.

On March 9, 2023 (the "Ermont Acquisition Date"), we acquired the operating assets of Ermont, Inc. ("Ermont"), a
medical-licensed vertical cannabis operator located in Quincy, Massachusetts (the "Ermont Acquisition"). The financial
results of Ermont are included in our condensed consolidated financial statements for the period subsequent to the Ermont
Acquisition Date.

During 2024, we are continuing to focus on executing our strategic growth plan, with priority on activities that include the
following:

*  Completing the acquisition and consolidation of the client cannabis businesses we developed, managed and
advised prior to becoming a seed to sale multi-state operator. There is one remaining business that we continue to
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manage and intend to acquire - Delaware operator First State Compassion Center ("FSCC"). Delaware's current
cannabis regulations prevent such an acquisition.

* Increasing revenue organically in states where we currently do business by developing additional assets and
increasing our product distribution within those states.

*  Expanding our footprint into high-growth legal cannabis states through new license applications and/or
acquisitions of existing cannabis businesses.

* Increasing product brand revenue by introducing new, innovative products that consumers want, expanding our
award-winning brands to include new effects or to fill additional customer needs, and by identifying qualified
licensing partners that will expand our distribution into new markets.

In November 2023, we announced the closing of a $58.7 million secured credit facility with a United States chartered bank
at a lower rate relative to both our previous outstanding debt with Chicago Atlantic Admin, LLC (“Chicago Atlantic”) and
recent transactions announced by other cannabis companies. This debt refinancing enabled us to pay off our term loan with
Chicago Atlantic, pay off the mortgage on our New Bedford and Middleborough, Massachusetts facilities with Bank of
New England, and reduce the principal outstanding on the note we issued to the sellers in connection with our acquisition
of the operating assets of Ermont, Inc. Our new credit facility has allowed us to unencumber our operating assets in
Illinois, Ohio, and Delaware, as well as our branded products, providing additional levers for future loans at attractive rates
if we choose to increase our borrowings. Additionally, the credit facility bolsters our ability to continue to execute our
strategic plan, particularly as it relates to growing the Company through mergers and acquisitions.

Critical Accounting Policies and Estimates

Management’s discussion and analysis of financial condition and results of operations is based upon our condensed
consolidated financial statements, which have been prepared in accordance with accounting principles generally accepted
in the United States (“GAAP”). The preparation of these financial statements requires us to make estimates and judgments
that affect the reported amounts of assets, liabilities, revenues, and expenses, and related disclosure of contingent assets and
liabilities. We base our estimates and judgments on historical experience, knowledge of current conditions and beliefs of
what could occur in the future given available information. If actual results differ significantly from management’s
estimates and projections, there could be a material effect on our condensed consolidated financial statements. We
consider the following accounting policies to be both those most important to the portrayal of our financial condition and
those that require the most subjective judgment: accounts receivable; valuation of inventory; estimated useful lives and
depreciation and amortization of property and equipment and intangible assets; accounting for acquisitions and business
combinations; loss contingencies and reserves; stock-based compensation; and accounting for income taxes.

Accounts Receivable

We provide credit to our clients in the form of payment terms. We limit our credit risk by performing credit evaluations of
our clients and maintaining a reserve, as applicable, for potential credit losses. Such evaluations are judgmental in nature
and include a review of each client’s outstanding balances with consideration toward such client’s historical collection
experience, as well as prevailing economic and market conditions and other factors. Accordingly, the actual amounts
collected could differ from expected amounts and require that we record additional reserves.

Inventory

Our inventory is valued at the lower of cost or market, including consideration of factors such as shrinkage, the aging of
and future demand for inventory, expected future selling price, what we expect to realize by selling the inventory and the
contractual arrangements with customers. Reserves for excess and obsolete inventory are based upon quantities on hand,
projected volumes from demand forecasts, and net realizable value. These estimates are judgmental in nature and are made
at a point in time, using available information, expected business plans and expected market conditions. As a result, the
actual amount received on sale could differ from the estimated value of inventory. Periodic reviews are performed on the
inventory balance. The impact of any changes in inventory reserves is reflected in cost of goods sold.
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Estimated Useful Lives and Depreciation and Amortization of Property, Equipment, and Intangible Assets

Depreciation and amortization of property, equipment, and intangible assets are dependent upon estimates of useful lives,
which are determined through the exercise of judgment. The assessment of any impairment of these assets is dependent
upon estimates of recoverable amounts that take into account factors such as economic and market conditions and the
useful lives of assets.

Business Acquisitions

Classification of a business acquisition as a business combination or an asset acquisition depends on whether the assets
acquired constitute a business, which can be a complex judgment. Whether an acquisition is classified as a business
combination or asset acquisition can have a significant impact on how we record the transaction.

We allocate the purchase price of acquired assets and companies to identifiable assets acquired and liabilities assumed at
their acquisition date fair values. Goodwill as of the acquisition date is measured as the excess of consideration transferred
over the net amount of the acquisition date fair values of the assets acquired and the liabilities assumed and represents the
expected future economic benefits from other assets acquired in the acquisition or business combination that are not
individually identified and separately recognized. Significant judgments and assumptions are required in determining the
fair value of assets acquired and liabilities assumed, particularly acquired intangible assets, which are principally based
upon estimates of the future performance and cash flows expected from the acquired asset or business and applied discount
rates. While we use our best estimates and assumptions as part of the purchase price allocation process to accurately value
assets acquired and liabilities assumed at the acquisition date, our estimates and assumptions are inherently uncertain and
subject to refinement. If different assumptions are used, it could materially impact the purchase price allocation and our
financial position and results of operations. Any adjustments to assets acquired or liabilities assumed subsequent to the
purchase price allocation period are included in operating results in the period in which the adjustments are determined.
Intangible assets typically are comprised of trademarks and trade names, licenses and customer relationships, and non-
compete agreements.

Loss Contingencies and Reserves

We are subject to ongoing business risks arising in the ordinary course of business that affect the estimation process of the
carrying value of assets, the recording of liabilities, and the possibility of various loss contingencies. An estimated loss
contingency is accrued when it is probable that a liability has been incurred or an asset has been impaired and the amount
of loss can be reasonably estimated. We regularly evaluate current information available to determine whether such
amounts should be adjusted and record changes in estimates in the period they become known. We are subject to legal
claims from time to time. We reserve for legal contingencies and legal fees when the amounts are probable and estimable.

Stock-Based Compensation

Our stock-based compensation cost is measured at the grant date based on the fair value of the award and is recognized
over the requisite service period, which is generally the vesting period. We use the Black-Scholes valuation model for
estimating the fair value of stock options as of the date of grant. Determining the fair value of stock option awards at the
grant date requires judgment regarding certain valuation assumptions, including the volatility of our stock price, expected
term of the stock option, risk-free interest rate and expected dividends. Changes in such assumptions and estimates could
result in different fair values and could therefore impact our earnings. Such changes, however, would not impact our cash
flows.

Income Taxes

We use the asset and liability method to account for income taxes. Under this method, deferred income tax assets and
liabilities are recorded for the future tax consequences of differences between the tax basis and financial reporting basis of
assets and liabilities, measured using enacted tax rates and laws that will be in effect when the differences are expected to
reverse. Deferred tax assets are reduced by a valuation allowance to the extent our management concludes that it is more
likely than not that the assets will not be realized. To assess the recoverability of any tax assets recorded on the balance
sheet, we consider all available positive and negative evidence, including our past operating results, the existence of
cumulative income in the most recent years, changes in the business in which we operate and our forecast of future taxable
income. In determining future taxable income, we make assumptions, including the amount of state and federal pre-tax
operating income, the reversal of temporary differences and the implementation of feasible and prudent tax strategies.
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These assumptions require significant judgment about the forecasts of future taxable income and are consistent with the
plans and estimates we are using to manage our businesses.

Results of Operations
Three and six months ended June 30, 2024 and 2023

Revenue

Our main sources of revenue are comprised of the following:

*  Product sales (retail and wholesale) - direct sales of cannabis and cannabis-infused products primarily by our retail
dispensaries and wholesale operations in multiple states. We recognize this revenue when products are delivered
or at retail points-of-sale.

*  Real estate rentals - rental income generated from leasing of our state-of-the-art, regulatory-compliant cannabis
facilities to our cannabis-licensed clients. Rental income is generally a fixed amount per month that escalates over
the respective lease terms.

*  Supply procurement - resale of cultivation and production resources, supplies and equipment that we have
acquired from top national vendors at discounted prices to our clients and third parties within the cannabis
industry. We recognize this revenue after the delivery and acceptance of goods by the purchaser.

*  Management fees - fees for providing our cannabis clients with comprehensive oversight of their cannabis
cultivation, production and dispensary operations.

* Licensing fees - revenue from the licensing of our branded products, including Betty's Eddies, Bubby's Baked,

Vibations and Kalm Fusion, to wholesalers and regulated dispensaries throughout the United States and Puerto
Rico. We recognize this revenue when the products are delivered.
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Our revenue for the three and six months ended June 30, 2024 and 2023 was comprised of the following (in thousands):

Increase (decrease) from prior

year
2024 2023 $ %
Three months ended June 30,
Product revenue:

Product sales - retail $ 23,623 $ 24,336 $ (713) (2.9)%

Product sales - wholesale 15,868 11,031 4,837 43.8 %
Total product revenue 39,491 35,367 4,124 11.7 %
Other revenue:

Real estate rentals 283 519 (236) (45.5)%

Supply procurement 469 496 @7 5.4H%

Management fees 161 35 126 360.0 %

Licensing fees 34 102 (68) (66.7)%

Total other revenue 947 1,152 (205) (17.8)%
Total revenue $ 40438 $ 36,519 $ 3919 10.7 %
Six months ended June 30,
Product revenue:

Product sales - retail $ 45969 $ 47,519 § (1,550) 3.3)%
Product sales - wholesale 30,373 21,407 8,966 41.9 %
Total product revenue 76,342 68,926 7,416 10.8 %

Other revenue:
Real estate rentals 657 939 (282) (30.0)%
Supply procurement 697 804 (107) (13.3)%
Management fees 598 54 544 1007.4 %
Licensing fees 77 176 (99) (56.3)%
Total other revenue 2,029 1,973 56 2.8 %
Total revenue $ 78371 $ 70,899 $ 7,472 10.5 %

Our total revenue increased $3.9 million in the three months ended June 30, 2024 compared to the three months ended June
30, 2023. Our total product revenue increased $4.1 million, or 11.7%, in the three months ended June 30, 2024 compared
to the same prior year period. This increase was primarily attributable to higher revenue in each of our wholesale locations,
particularly in Maryland. Our retail operations in Maryland, Massachusetts and Ohio all reported higher retail revenue in
the three months ended June 30, 2024 compared to the same prior year period; however, these increases were partially
offset by lower retail revenue in most of our Illinois dispensaries. The decrease in other revenue in the three months ended
June 30, 2024 compared to the three months ended June 30, 2023 was primarily attributable to lower real estate rentals and
licensing fees, partially offset by management fees from Allgreens.

Our total revenue increased $7.5 million in the six months ended June 30, 2024 compared to the six months ended June 30,
2023. The $7.4 million, or 10.8%, increase in our total product revenue was primarily attributable to higher revenue in
each of our wholesale locations, particularly in Maryland. Our retail operations in Illinois reported lower revenue in the
aggregate; however, this decrease was partially offset by higher net sales in our Massachusetts dispensaries and in
Maryland. Our other revenue was relatively unchanged in the six months ended June 30, 2024 compared to the six months
ended June 30, 2023. The increase in management fees principally related to Allgreens prior to the Allgreens Acquisition
Date. This increase was offset by reductions to our remaining other revenue sources.

Cost of Revenue, Gross Profit and Gross Margin

Our cost of revenue represents the direct costs associated with the generation of our revenue, including licensing,
packaging, supply procurement, manufacturing, supplies, depreciation, amortization of acquired intangible assets, and other
product-related costs.
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Our cost of revenue, gross profit and gross margin for the three and six months ended June 30, 2024 and 2023 were as

follows (in thousands, except percentages):

Three months ended June 30,
Cost of revenue
Gross profit
Gross margin

Six months ended June 30,
Cost of revenue
Gross profit
Gross margin

Increase from prior year

2024 2023 $ %
$ 23529 $ 20,143 § 3,386 16.8 %
$ 16909 $ 16376 $ 533 33 %
41.8 % 44.8 %
$ 44990 $ 39,135 § 5,855 15.0 %
$ 33381 $ 31,764 § 1,617 5.1 %
42.6 % 44.8 %

Our cost of revenue increased in both the three- and six-month periods ended June 30, 2024 compared to the same periods
in the prior year. These increases were primarily attributable to increases in materials and employee-related expenses
aggregating approximately $6 million and $11 million, respectively, in the three and six months ended June 30, 2024. Our
higher personnel costs were primarily due to our increased headcount in connection with our recent acquisitions and
expanded footprint. These increases were partially offset primarily by decreases in certain inventory-related expenses.

Operating Expenses

Our operating expenses are comprised of personnel, marketing and promotion, general and administrative, acquisition-
related and other, and bad debt expenses. Our operating expenses for the three and six months ended June 30, 2024 and
2023 were as follows (in thousands, except percentages):

Three months ended June 30,
Personnel
Marketing and promotion
General and administrative

Acquisition-related and other
Bad debt

Six months ended June 30,
Personnel
Marketing and promotion
General and administrative
Acquisition-related and other
Bad debt

Increase (decrease) from prior

year
2024 2023 $ %

$ 6,958 S 5619 $ 1,339 23.8 %
1,856 1,666 190 11.4 %

6,804 5,080 1,724 33.9 %

350 425 (75) (17.6)%

(15) 39 (54) (138.5%)

$ 15953 § 12.829 § 3.124 24.4 %
$ 13423 $ 10275 $ 3,148 30.6 %
3,618 2,812 806 28.7 %

12,944 9,385 3,559 37.9 %

434 615 (181) (29.4)%

(15) ) (10) 200.0%

$ 30404 $ 23082 $ 7322 317 %

The increase in our personnel expenses in both the three- and six-month periods ended June 30, 2024 compared to the
three- and six-month periods ended June 30, 2023 was primarily due to the hiring of additional staff to support higher

levels of projected revenue from existing operations and our recent acquisitions. Personnel costs increased to

approximately 17% of revenue in both the three- and six-month periods ended June 30, 2024, compared to approximately
15% of revenue in both the three- and six-month periods ended June 30, 2023.

The increase in our marketing and promotion expenses in both the three- and six-month periods ended June 30, 2024,
compared to the three- and six-month periods ended June 30, 2023 was primarily attributable to our continued focus on
upgrading our marketing initiatives in order to expand branding and distribution of our licensed products.
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The increase in our general and administrative expenses in the three months ended June 30, 2024 compared to the three
months ended June 30, 2023 was primarily attributable to higher facility and related expenses, depreciation and
amortization of fixed assets, and professional fees (i.e., legal, accounting and consulting). The increase in our general and
administrative expenses in the six months ended June 30, 2024 compared to the six months ended June 30, 2023 was
primarily attributable to higher facility and related expenses, depreciation and amortization of fixed assets, and professional
fees. These increases were primarily attributable to the addition of new facilities and related fixed assets, coupled with
higher professional fees, primarily legal fees in connection with our acquisitive and financing activities.

Acquisition-related and other expenses include those expenses related to acquisitions and other significant transactions that
we would otherwise not have incurred, and include professional and services fees, such as legal, audit, consulting, paying
agent and other fees. Our acquisition-related and other expense in both the three and six months ended June 30, 2024
primarily related to the acquisitions of MedLeaf and Allgreens, which were both consummated in April 2024, and non-cash
expense for warrants to purchase our common stock issued to an entity in consideration for introductory and other services
rendered in connection with certain funding and acquisitive transactions. Our acquisition-related and other expense in the
three and six months ended June 30, 2023 primarily related to our acquisitions and professional fees incurred to obtain the
CA Credit Agreement (described below).

Interest

Interest expense primarily relates to interest on mortgages and notes payable, as well as the CREM Loan (described below)
in 2024 and the CA Term Loan (described below) in 2023. Interest income primarily relates to our notes receivable.

Our net interest expense decreased $0.8 million in the three months ended June 30, 2024 compared to the three months
ended June 30, 2023, and $1.6 million in the six months ended June 30, 2024 compared to the six months ended June 30,
2023. These decreases were primarily due to lower non-cash interest expense in the current year periods, coupled with
lower interest rates on our CREM Loan compared to our previous financing facility.

Other Expense, Net

We reported net other expense of approximately $30,000 and $50,000 in the three and six months ended June 30, 2024,
respectively, and approximately $10,000 and $910,000 in the three and six months ended June 30, 2023, respectively. The
expense in the six months ended June 30, 2023 was primarily due to the write-off of assets in connection with our decision
to cancel our plans to expand into Nevada.

Income Tax Provision

We recorded income tax provisions of $2.6 million and $4.4 million in the six months ended June 30, 2024 and 2023,
respectively. Our income tax provisions are impacted by Section 280E of the Internal Revenue Code, which prohibits the
deduction of certain ordinary business expenses.

Liquidity and Capital Resources

We had cash and cash equivalents of $10.2 million and $14.6 million at June 30, 2024 and December 31, 2023,
respectively. In addition to the discussions below of our cash flows from operating, investing, and financing activities,
please also see our discussion of non-GAAP Adjusted EBITDA in the section “Non-GAAP Measurement” below, which
discusses an additional financial measure not defined by GAAP which our management also uses to measure our liquidity.

CA Credit Agreement

On January 24, 2023, we entered into a Loan and Security Agreement, by and among the Company, subsidiaries of the
Company from time-to-time party thereto (collectively with the Company, the “CA Borrowers”), lenders from time-to-time
party thereto (the “CA Lenders”), and Chicago Atlantic Admin, LLC (“Chicago Atlantic”), as administrative agent for the
Lenders (the "CA Credit Agreement").

Proceeds from the CA Credit Agreement were designated to complete the build-out of a new cultivation and processing

facility in Illinois, complete the build-out of a new processing kitchen in Missouri, expand existing cultivation and
processing facilities in Massachusetts and Maryland, fund certain capital expenditures, and repay in full the Kind
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Therapeutics seller notes incurred in connection with the Kind Acquisition, which repayment occurred on January 24,
2023. The remaining balance, if any, was expected to be used to fund acquisitions.

The CA Credit Agreement provided for $35.0 million in principal borrowings at our option in the aggregate and further
provided the CA Borrowers with the right, subject to customary conditions, to request an additional incremental term loan
in the aggregate principal amount of up to $30.0 million; provided that the CA Lenders elect to fund such incremental term
loan. $30.0 million of loan principal was funded at the initial closing (the "CA Term Loan") and we had the option, during
the six-month period following the initial closing, to draw down an additional $5.0 million, which we did not elect to do.
The loans required scheduled amortization payments of 1.0% of the principal amount outstanding under the CA Credit
Agreement per month commencing in May 2023, and the remaining principal balance was due in full on January 24, 2026,
subject to extension to January 24, 2028 under certain circumstances.

The CA Credit Agreement provided the CA Borrowers with the right, subject to specified limitations, to incur (a) seller
provided debt in connection with future acquisitions, (b) additional mortgage financing from third-party lenders secured by
real estate currently owned and acquired after the closing date, and (c¢) additional debt in connection with equipment
leasing transactions.

The obligations under the CA Credit Agreement were secured by substantially all of the assets of the CA Borrowers,
excluding specified parcels of real estate and other customary exclusions.

The CA Credit Agreement provided for a floating annual interest rate equal to the prime rate then in effect plus 5.75%,
which rate could be increased by 3.00% upon an event of default or 7.50% upon a material event of default as provided in
the Credit Agreement.

At any time, we could voluntarily prepay amounts due under the facility in $5.0 million increments, subject to a three-
percent prepayment premium and, during the first 20-months of the term, a “make-whole” payment.

The CA Credit Agreement included customary representations and warranties and customary events of default, including,
without limitation, payment defaults, breaches of representations and warranties, covenant defaults, cross-defaults to
material indebtedness, and events of bankruptcy and insolvency.

The CA Credit Agreement also included customary negative covenants limiting our ability to incur additional indebtedness
and grant liens that are otherwise not permitted, among others. Additionally, the CA Credit Agreement required us to meet
certain financial tests. We were in compliance with the CA Credit Agreement covenants at all times while the Term Loan
was outstanding.

The CA Credit Agreement provided for 30% warrant coverage against amounts funded under the facility, priced at a 20%
premium to the trailing 20-day average price on the closing date of each such funding. At the initial closing, upon funding
of the initial $30.0 million under the facility, we issued to the CA Lenders warrants to purchase an aggregate of 19,148,936
shares of our common stock at $0.47 per share, exercisable for a five-year period following issuance.

On November 16, 2023 (the "Payoff Date"), we repaid and retired the CA Term Loan (the "Term Loan Payoff") using
proceeds from a new $58.7 million loan entered into on the same date (described below). The Term Loan Payoff amount
totaled $32.7 million, comprised of $28.5 million for the outstanding principal, $3.7 million for the make-whole payment,
$0.2 million for accrued unpaid interest and $0.3 million for transaction-related fees. We recognized a loss of

$10.2 million in connection with the Term Loan Payoff.

CREM Loan

On November 16, 2023, Mari Holdings MD LLC, Hartwell Realty Holdings LLC, Kind Therapeutics USA, LLC, ARL
Healthcare Inc., and MariMed Advisors, Inc., each a wholly-owned direct or indirect subsidiary of the Company
(collectively, the "CREM Borrowers") entered into a Loan Agreement (the "CREM Loan Agreement"), by and among the
CREM Borrowers, and Needham Bank, a Massachusetts co-operative bank (the "CREM Lender") pursuant to which the
CREM Lender loaned to the CREM Borrowers an aggregate principal amount of $58.7 million (the "CREM Loan
Transaction"). The Company has fully guaranteed the obligations of the CREM Borrowers under the CREM Loan
Transaction and pledged to the CREM Lender its equity ownership in each CREM Borrower. The CREM Lender has a
first priority security interest in all of the CREM Borrowers' operating assets in Maryland and Massachusetts and first
priority mortgages on the CREM Borrowers' properties owned in Maryland and Massachusetts.
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The CREM Loan Transaction is for a term of ten years and has an interest rate for the initial five years of 8.43% per
annum. The interest rate will reset after five years to the FHLB Rate (the Classic Advance Rate for Fixed Rate advances
for a period of five years for an amount greater than or equal to the loan amount, as such rate is defined and published by
the Federal Home Loan Bank of Boston), plus 3.50%. We will make interest-only payments for the first twelve months of
the term of the loan, with payments thereafter based upon a twenty-year amortization schedule.

The CREM Lender initially released $52.8 million to the CREM Borrowers (the "Initial CREM Distribution"), with the
remaining proceeds of $5.9 million placed into in escrow to complete the expansion of our Hagerstown, Maryland
cultivation facility (the "Hagerstown Facility"). Any unused proceeds will be released to us after completion of the
Hagerstown Facility expansion. We used $46.8 million of the Initial CREM Distribution to fully repay certain of our
outstanding debt obligations. These payments were comprised of $32.7 million to repay the Term Loan, $11.9 million to
repay the mortgage with Bank of New England for our New Bedford, MA and Middleborough, MA properties (the "BNE
Mortgage"), and $2.2 million to reduce the outstanding balance of the note we issued in connection with the Ermont
Acquisition. Concurrent with the repayment of the BNE Mortgage, we refinanced these properties through the CREM
Loan and accordingly, effective November 16, 2023, the mortgage on these properties is held by Needham Bank, which
mortgage matures in 2033 and which outstanding amount is included as a component of the CREM Loan amount in our
consolidated balance sheet at December 31, 2023. During the six months ended June 30, 2024, we received $2.9 million of
the amount previously held back by the CREM Lender.

The CREM Loan Agreement includes customary representations and warranties and customary events of default,
including, without limitation, payment defaults, breaches of representations and warranties, covenant defaults, cross-
defaults to material indebtedness, and events of bankruptcy and insolvency. The CREM Loan Agreement also includes
customary negative covenants limiting the CREM Borrowers' (but not the Company's) ability to incur additional
indebtedness and grant liens that are otherwise not permitted, among others. The CREM Loan Agreement also requires the
CREM Borrowers to meet certain periodic financial tests.

Cash Flows from Operating Activities

Our primary sources of cash from operating activities are from sales to customers in our dispensaries and to our wholesale
customers. We expect cash flows from operating activities to be affected by increases and decreases in sales volumes and
timing of collections, and by purchases of inventory and shipment of our products. Our primary uses of cash for operating
activities are for personnel costs, purchases of packaging and other materials required for the production and sale of our
products, and income taxes.

Our operating activities provided $6.4 million and used $3.2 million of cash in the six months ended June 30, 2024 and
2023, respectively. The change in cash from operating activities in the current year period compared to the prior year was
primarily attributable to higher costs and operating expenses arising from expanding our sales activities, facilities and
geographic footprint, both in the states where we currently operate and to expand into other states. These higher costs
primarily relate to personnel, cultivation/manufacturing and facility expenses.

Cash Flows from Investing Activities

Our investing activities used $13.8 million and $13.4 million of cash in the six months ended June 30, 2024 and 2023,
respectively. During the six months ended June 30, 2024, we used $8.3 million of cash for capital expenditures, $4.3
million for purchase consideration in connection with the MedLeaf Acquisition and Allgreens Acquisition, $0.6 million for
purchases of cannabis licenses and $0.5 million for advances toward future business acquisitions. During the six months
ended June 30, 2023 we used $8.8 million of cash for capital expenditures, $3.0 million as part of the purchase
consideration for the Ermont Acquisition, $0.6 million for cannabis licenses and $0.3 million for advances toward future
business acquisitions. We also issued $0.9 million of notes receivable to a cannabis-licensed client.

Cash Flows from Financing Activities

Our financing activities provided $3.0 million of cash in the six months ended June 30, 2024 and $21.5 million of cash in
the six months ended June 30, 2023. During the six months ended June 30, 2024, we received $2.9 million of additional
proceeds from the CREM Loan and $1.2 million of proceeds from the refinancing of our retail facility in Mt. Vernon,
Illinois. We made $1.1 million of aggregate principal payments on our outstanding mortgages, promissory notes and
finance leases, and approximately $83,000 of distribution payments.
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During the six months ended June 30, 2023, we received proceeds of $29.1 million from the CA Credit Agreement, of
which we used $5.5 million to repay in full the notes issued in connection with our 2022 acquisition of Kind Therapeutics
USA (the "Kind Acquisition") and made approximately $81,000 of distribution payments. Excluding the aforementioned
repayment of the notes in connection with the Kind Acquisition, we made $1.2 million of aggregate principal payments on
our outstanding mortgages and promissory notes, including the repayment in full in May 2023 of our mortgage with South
Porte Bank. We also made $0.6 million of payments toward the outstanding balance of the CA Credit Agreement and $0.2
million of principal payments of finance leases.

Based on our current expectations, we believe our current cash and future funding opportunities will be sufficient to meet
our anticipated cash needs for working capital and capital expenditures for at least the next twelve months. The rate at
which we consume cash is dependent on the cash needs of our future operations, including our contractual obligations at
June 30, 2024, and our ability to raise additional cash through financing activities. We anticipate devoting substantial
capital resources to continue our efforts to execute our strategic growth plan as described above.

Non-GAAP Measurement

In addition to the financial information reflected in this report, which is prepared in accordance with GAAP, we are
providing a non-GAAP financial measurement of profitability — Adjusted EBITDA — as a supplement to the preceding
discussion of our financial results.

Management defines Adjusted EBITDA as income from operations, determined in accordance with GAAP, excluding the
following:

*  depreciation and amortization of property and equipment;
* amortization of acquired intangible assets;

* impairments or write-downs of acquired intangible assets;
*  stock-based compensation;

* legal settlements; and

* acquisition-related and other.

Management believes that Adjusted EBITDA is a useful measure to assess our performance and liquidity, as it provides
meaningful operating results by excluding the effects of expenses that are not reflective of our operating business
performance. In addition, our management uses Adjusted EBITDA to understand and compare operating results across
accounting periods, and for financial and operational decision-making. The presentation of Adjusted EBITDA is not
intended to be considered in isolation or as a substitute for the financial information prepared in accordance with GAAP.

Management believes that investors and analysts benefit from considering Adjusted EBITDA in assessing our financial
results and our ongoing business, as it allows for meaningful comparisons and analysis of trends in the business. Adjusted
EBITDA is used by many investors and analysts themselves, along with other metrics, to compare financial results across
accounting periods and to those of peer companies.

As there are no standardized methods of calculating non-GAAP measurements, our calculations may differ from those used

by analysts, investors, and other companies, even those within the cannabis industry, and therefore they may not be directly
comparable to similarly titled measures used by others.
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Reconciliation of Income from Operations to Adjusted EBITDA (a Non-GAAP Measurement)

The table below reconciles income from operations to Adjusted EBITDA for the three and six months ended June 30, 2024
and 2023 (in thousands):

Three months ended Six months ended
June 30, June 30, June 30, June 30,
2024 2023 2024 2023

GAAP Income from operations $ 956 $ 3,547 $ 2,977 $ 8,682
Depreciation and amortization of property and

equipment 2,008 1,261 3,946 2,247
Amortization of acquired intangible assets 809 780 1,183 1,337
Stock-based compensation 248 299 492 505
Acquisition-related and other 350 425 434 615
Adjusted EBITDA $ 4371 $ 6,312 $ 9,032 $ 13,386

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements that have or are reasonably likely to have a current or future effect on our
financial condition, changes in financial condition, revenue, expenses, results of operations, liquidity, capital expenditures
or capital resources that is material to investors.

Inflation

In the opinion of management, inflation has impacted the Company through increased costs of ingredients, nutrients and
packaging. We recently negotiated with certain of our suppliers to reduce our costs for future purchases of ingredients,
nutrients and packaging, all of which have increased significantly as a result of current economic conditions.

Seasonality

In the opinion of management, our financial condition and results of its operations are not materially impacted by seasonal
sales.

Recent Accounting Pronouncements

We have reviewed all recently issued, but not yet effective, accounting pronouncements, and we do not believe the future
adoption of any such pronouncements will have a material impact on our financial condition or results of operations.

Item 3. Quantitative and Qualitative Disclosure About Market Risk

The Company is a “smaller reporting company” as defined by Regulation S-K and, as such, is not required to provide the
information contained in this item pursuant to Regulation S-K.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

The Company’s management, with the participation of its Chief Executive Officer (“CEO”) and Interim Chief Financial
Officer (“CFO”) (same person), evaluated the effectiveness of the Company’s disclosure controls and procedures (defined
in Rules 13a-15(e) and 15d-15(e) under the Exchange Act of 1934, as amended (the “Exchange Act”)), as of June 30, 2024
(the “Evaluation Date”). Based upon that evaluation, the Company's management concluded that, as of the Evaluation
Date, the Company’s disclosure controls and procedures are effective to ensure that information required to be disclosed by
the Company in the reports that it files or submits under the Exchange Act (i) are recorded, processed, summarized and
reported within the time periods specified in the SEC’s rules and forms and (ii) are accumulated and communicated to the
Company’s management, including its CEO and CFO, as appropriate to allow timely decisions regarding required
disclosure.
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Changes in Internal Control Over Financial Reporting

There was no change to the Company’s internal control over financial reporting (as defined in Rules 13a-15(f) or 15d-15(f)
under the Exchange Act) identified in connection with the evaluation required by Rules 13a-15(d) or 15d-15(d) under the
Exchange Act that occurred during the fiscal quarter ended June 30, 2024 that has materially affected, or is reasonably
likely to materially affect, the Company’s internal control over financial reporting.

PART II - OTHER INFORMATION

Item 1. Legal Proceedings

There has been no material change to the status of the Company’s previously reported legal proceedings.
Item 1A. Risk Factors

As a smaller reporting company, the Company is not required to provide the information contained in this item pursuant to
Regulation S-K. However, information regarding the Company’s risk factors appears in Part I, [tem 1A. of its Annual
Report on Form 10-K for the year ended December 31, 2023 (the "Annual Report"). These risk factors describe some of
the assumptions, risks, uncertainties, and other factors that could adversely affect the Company’s business or that could
otherwise result in changes that differ materially from management’s expectations. There have been no material changes to
the risk factors contained in the Annual Report.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
During the three months ended June 30, 2024, the Company issued unregistered securities as described below:

e 3,917,267 shares of restricted common stock with an aggregate fair value of approximately $1 million issued as
purchase consideration in connection with the asset purchase of Our Community Wellness & Compassionate Care
Center, Inc.; and

* 5,550 shares of restricted common stock with an aggregate fair value of approximately $1,200 issued under a
royalty agreement.

The issuance of the shares of common stock described above were deemed to be exempt from registration under the
Securities Act of 1933, as amended (the "Securities Act") in reliance upon Sections 4(a)(2) and/or 4(a)(5) of the Securities
Act. A legend restricting the sale, transfer, or other disposition of the shares of restricted common stock other than in
compliance with the Securities Act was placed on the shares of restricted common stock issued in the foregoing
transactions.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information

On August 5, 2024, the Board adopted and approved, effective immediately, amended and restated bylaws (the “Amended
and Restated Bylaws”) of the Company to, among other things:

+  provide new advance notice procedures and disclosure requirements for stockholder nomination of directors and
stockholder submission of proposals for consideration at the Company’s annual meetings of the stockholders in
accordance with the time periods set forth in the Amended and Restated Bylaws for delivery of timely notice to
the Company. With respect to stockholder nomination of directors, the new procedures, among other things,
require that a proposing stockholder’s notice include certain detailed information about the proposed nominee and
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the proposing stockholder so that the Company can determine the eligibility of such nominee to serve as an
independent director of the Company and understand the independence, or lack thereof, of such nominee.

*  provide for “proxy access” which allows an Eligible Stockholder (as defined in the Amended and Restated
Bylaws) to nominate and include in the Company’s annual meeting proxy materials director nominees, provided
that the stockholder and nominees satisfy the requirements specified in the Amended and Restated Bylaws;

+ allow for stockholder meetings by means of remote communication; and

* make certain other administrative, modernizing, clarifying and conforming changes.

The foregoing description of the Amended and Restated Bylaws is not complete and is qualified in its entirety by reference

to the complete text of the Amended and Restated Bylaws, which are filed as Exhibit 3.2 hereto and are incorporated herein
by reference.
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