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

This Management’s Discussion and Analysis (“MD&A”) should be read together with other information, including our
unaudited condensed interim consolidated financial statements and the related notes to those statements included in Part I, Item 1 of
this Quarterly Report (the “Interim Financial Statements™), our consolidated financial statements appearing in our Annual Report on
Form 10-K for the year ended March 31, 2024 (the “Annual Report”), Part I, Item 1A, Risk Factors, of the Annual Report and Part 11,
Item 1A, Risk Factors, of this Quarterly Report. This MD&A provides additional information on our business, recent developments,
financial condition, cash flows and results of operations, and is organized as follows:

e Part I - Business Overview. This section provides a general description of our business, which we believe is important in
understanding the results of our operations, financial condition, and potential future trends.

e Part 2 - Results of Operations. This section provides an analysis of our results of operations for the third quarter of fiscal 2025
in comparison to the third quarter of fiscal 2024, and for the nine months ended December 31, 2024 in comparison to the nine
months ended December 31, 2023.

o Part 3 - Financial Liquidity and Capital Resources. This section provides an analysis of our cash flows and outstanding debt
and commitments. Included in this analysis is a discussion of the amount of financial capacity available to fund our ongoing
operations and future commitments.

We prepare and report our Interim Financial Statements in accordance with accounting principles generally accepted in the
United States of America (“U.S. GAAP”). Our Interim Financial Statements, and the financial information contained herein, are
reported in thousands of Canadian dollars, except share and per share amounts or as otherwise stated. We have determined that the
Canadian dollar is the most relevant and appropriate reporting currency as, despite continuing shifts in the relative size of our
operations across multiple geographies, the majority of our operations are conducted in Canadian dollars and our financial results are
prepared and reviewed internally by management in Canadian dollars.

Special Note Regarding Forward-Looking Statements

This Quarterly Report contains “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933,
as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”) and
other applicable securities laws, which involve certain known and unknown risks and uncertainties. Forward-looking statements
predict or describe our future operations, business plans, business and investment strategies and the performance of our investments.
These forward-looking statements are generally identified by their use of such terms and phrases as “intend,” “goal,” “strategy,”
“estimate,” “expect,” “project,” “projections,” “forecasts,” “plans,” “seeks,” “anticipates,” “potential,” “proposed,” “will,” “should,”
“could,” “would,” “may,” “likely,” “designed to,” “foreseeable future,” “believe,” “scheduled” and other similar expressions. Our
actual results or outcomes may differ materially from those anticipated. You are cautioned not to place undue reliance on these
forward-looking statements, which speak only as of the date the statement was made.
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Forward-looking statements include, but are not limited to, statements with respect to:

e laws and regulations and any amendments thereto applicable to our business and the impact thereof, including uncertainty
regarding the application of U.S. state and federal law to cannabis and hemp (including CBD) products and the scope of any
regulations by the U.S. Food and Drug Administration, the U.S. Drug Enforcement Administration, the U.S. Federal Trade
Commission, the U.S. Patent and Trademark Office, the U.S. Department of Agriculture and any state equivalent regulatory
agencies over cannabis and hemp (including CBD) products;

e expectations regarding the amount or frequency of impairment losses, including as a result of the write-down of intangible
assets, including goodwill;

e our ability to refinance debt as and when required on terms favorable to us and comply with covenants contained in our debt
facilities and debt instruments;

e the impacts of the Company’s strategy to accelerate entry into the U.S. cannabis market through the creation of Canopy USA,
LLC (“Canopy USA”);

e expectations for Canopy USA to capitalize on the opportunity for growth in the United States cannabis sector and the
anticipated benefits of such strategy;

o the timing and occurrence of the final tranche closing in connection with the acquisition of Jetty (as defined below) pursuant to
the exercise of the Jetty Options (as defined below);

e the issuance of additional common shares of the Company (each whole share, a “Canopy Share” or a “Share”) to satisfy any
deferred and/or option exercise payments to the shareholders of Wana (as defined below) and Jetty and the issuance of
additional Non-Voting Shares (as defined below) issuable to Canopy Growth from Canopy USA in consideration thereof;



the acquisition of additional Canopy USA Common Shares (as defined below) in connection with the Trust Transaction (as
defined below), including any warrants of Canopy USA issued to the Trust (as defined below) in accordance with the Trust
SPA (as defined below);

the potential further extension to the maturity date of the Credit Facility (as defined below) and the timing and occurrence of
the optional prepayment of the Credit Facility in connection with the Amending Agreement (as defined below);
expectations regarding the potential success of, and the costs and benefits associated with, our acquisitions, equity investments
and dispositions;

the grant, renewal and impact of any license or supplemental license to conduct activities with cannabis or any amendments
thereof;

our international activities, including required regulatory approvals and licensing, anticipated costs and timing, and expected
impact;

our ability to successfully create and launch brands and further create, launch and scale products in jurisdictions where such
products are legal and that we currently operate in;

the benefits, viability, safety, efficacy, dosing and social acceptance of cannabis, including CBD and other cannabinoids;
our ability to continue as a going concern;

our ability to maintain effective internal control over financial reporting;

expectations regarding the use of proceeds of equity financings;

the legalization of the use of cannabis for medical or adult-use in jurisdictions outside of Canada, the related timing and impact
thereof and our intentions to participate in such markets, if and when such use is legalized;

our ability to execute on our strategy and the anticipated benefits of such strategy;

the ongoing impact of the legalization of additional cannabis product types and forms for adult-use in Canada, including
federal, provincial, territorial and municipal regulations pertaining thereto, the related timing and impact thereof and our
intentions to participate in such markets;

the ongoing impact of developing provincial, state, territorial and municipal regulations pertaining to the sale and distribution
of cannabis, the related timing and impact thereof, as well as the restrictions on federally regulated cannabis producers
participating in certain retail markets and our intentions to participate in such markets to the extent permissible;

the timing and nature of legislative changes in the U.S. regarding the regulation of cannabis including tetrahydrocannabinol
(“THC™);

the future performance of our business and operations;

our competitive advantages and business strategies;

the competitive conditions of the industry;

the expected growth in the number of customers using our products;

expectations regarding revenues, expenses and anticipated cash needs;

expectations regarding cash flow, liquidity and sources of funding;

expectations regarding capital expenditures;

the expansion of our production and manufacturing, the costs and timing associated therewith and the receipt of applicable
production and sale licenses;

expectations with respect to our growing, production and supply chain capacities;

expectations regarding the resolution of litigation and other legal and regulatory proceedings, reviews and investigations;
expectations with respect to future production costs;

expectations with respect to future sales and distribution channels and networks;

the expected methods to be used to distribute and sell our products;

our future product offerings;

the anticipated future gross margins of our operations;

accounting standards and estimates;

expectations regarding our distribution network;

expectations regarding the costs and benefits associated with our contracts and agreements with third parties, including under
our third-party supply and manufacturing agreements;

our ability to comply with the listing requirements of the Nasdaq Stock Market LLC (“Nasdaq) and the Toronto Stock
Exchange (“TSX”); and

expectations on price changes for products in cannabis markets.

Certain of the forward-looking statements contained herein concerning the industries in which we conduct our business are
based on estimates prepared by us using data from publicly available governmental sources, market research, industry analysis and on

assumptions based on data and knowledge of these industries, which we believe to be reasonable. However, although generally

indicative of relative market positions, market shares and performance characteristics, such data is inherently imprecise. The industries

in which we conduct our business involve risks and uncertainties that are subject to change based on various factors, which are
described further below.



The forward-looking statements contained herein are based upon certain material assumptions, including: (i) management’s
perceptions of historical trends, current conditions and expected future developments; (ii) our ability to generate cash flow from
operations; (iii) general economic, financial market, regulatory and political conditions in which we operate; (iv) the production and
manufacturing capabilities and output from our facilities, strategic alliances and equity investments; (v) consumer interest in our
products; (vi) competition; (vii) anticipated and unanticipated costs; (viii) government regulation of our activities and products
including but not limited to the areas of taxation and environmental protection; (ix) the timely receipt of any required regulatory
authorizations, approvals, consents, permits and/or licenses; (x) our ability to obtain qualified staff, equipment and services in a timely
and cost-efficient manner; (xi) our ability to conduct operations in a safe, efficient and effective manner; (xii) our ability to realize
anticipated benefits, synergies or generate revenue, profits or value from our recent acquisitions into our existing operations; and (xiii)
other considerations that management believes to be appropriate in the circumstances. While our management considers these
assumptions to be reasonable based on information currently available to management, there is no assurance that such expectations
will prove to be correct.

By their nature, forward-looking statements are subject to inherent risks and uncertainties that may be general or specific and
which give rise to the possibility that expectations, forecasts, predictions, projections or conclusions will not prove to be accurate, that
assumptions may not be correct and that objectives, strategic goals and priorities will not be achieved. A variety of factors, including
known and unknown risks, many of which are beyond our control, could cause actual results to differ materially from the forward-
looking statements in this Quarterly Report and other reports we file with, or furnish to, the Securities and Exchange Commission (the
“SEC”) and other regulatory agencies and made by our directors, officers, other employees and other persons authorized to speak on
our behalf. Such factors include, without limitation, our limited operating history; our ability to continue as a going concern; risks that
we may be required to write down intangible assets, including goodwill, due to impairment; the adequacy of our capital resources and
liquidity, including but not limited to, availability of sufficient cash flow to execute our business plan (either within the expected
timeframe or at all); our ability to maintain an effective system of internal control; the diversion of management time on matters
related to Canopy USA; the risks that the Trust’s future ownership interest in Canopy USA is not quantifiable, and the Trust may have
significant ownership and influence over Canopy USA; the risks related to the financial statements of Acreage Holdings, Inc.
(“Acreage”) expressing doubt about its ability to continue as a going concern; the risks in the event that Acreage cannot satisfy its debt
obligations as they become due; volatility in and/or degradation of general economic, market, industry or business conditions; risks
relating to the overall macroeconomic environment, which may impact customer spending, our costs and our margins, including tariffs
(and related retaliatory measures), the levels of inflation, and interest rates; risks relating to our current and future operations in
emerging markets; compliance with applicable environmental, economic, health and safety, energy and other policies and regulations
and in particular health concerns with respect to vaping and the use of cannabis products in vaping devices; risks and uncertainty
regarding future product development; changes in regulatory requirements in relation to our business and products; our reliance on
licenses issued by and contractual arrangements with various federal, state and provincial governmental authorities; inherent
uncertainty associated with projections; future levels of revenues and the impact of increasing levels of competition; third-party
manufacturing risks; third-party transportation risks; our exposure to risks related to an agricultural business, including wholesale
price volatility and variable product quality; changes in laws, regulations and guidelines and our compliance with such laws,
regulations and guidelines; risks relating to inventory write downs; risks relating to our ability to refinance debt as and when required
on terms favorable to us and to comply with covenants contained in our debt facilities and debt instruments; risks associated with
jointly owned investments; our ability to manage disruptions in credit markets or changes to our credit ratings; the success or timing of
completion of ongoing or anticipated capital or maintenance projects; risks related to the integration of acquired businesses; the timing
and manner of the legalization of cannabis in the United States; business strategies, growth opportunities and expected investment;
counterparty risks and liquidity risks that may impact our ability to obtain loans and other credit facilities on favorable terms; the
potential effects of judicial, regulatory or other proceedings, litigation or threatened litigation or proceedings, or reviews or
investigations, on our business, financial condition, results of operations and cash flows; risks associated with divestment and
restructuring; the anticipated effects of actions of third parties such as competitors, activist investors or federal, state, provincial,
territorial or local regulatory authorities, self-regulatory organizations, plaintiffs in litigation or persons threatening litigation;
consumer demand for cannabis and hemp products; the implementation and effectiveness of key personnel changes; risks related to
stock exchange restrictions; risks related to the protection and enforcement of our intellectual property rights; the risks related to our
exchangeable shares (the “Exchangeable Shares™) having different rights from our common shares and there may never be a trading
market for the Exchangeable Shares; future levels of capital, environmental or maintenance expenditures, general and administrative
and other expenses; and the factors discussed under the heading “Risk Factors” in the Annual Report and in Item 1A of Part II of this
Quarterly Report. Readers are cautioned to consider these and other factors, uncertainties and potential events carefully and not to put
undue reliance on forward-looking statements.

Forward-looking statements are provided for the purposes of assisting the reader in understanding our financial performance,
financial position, and cash flows as of and for periods ended on certain dates and to present information about management’s current
expectations and plans relating to the future, and the reader is cautioned that the forward-looking statements may not be appropriate
for any other purpose. While we believe that the assumptions and expectations reflected in the forward-looking statements are
reasonable based on information currently available to management, there is no assurance that such assumptions and expectations will
prove to have been correct. Forward-looking statements are made as of the date they are made and are based on the beliefs, estimates,



expectations, and opinions of management on that date. We undertake no obligation to update or revise any forward-looking
statements, whether as a result of new information, estimates or opinions, future events or results or otherwise or to explain any
material difference between subsequent actual events and such forward-looking statements, except as required by law. The forward-
looking statements contained in this Quarterly Report and other reports we file with, or furnish to, the SEC and other regulatory
agencies and made by our directors, officers, other employees, and other persons authorized to speak on our behalf are expressly
qualified in their entirety by these cautionary statements.

Part 1 - Business Overview

We are a world-leading cannabis company which produces, distributes, and sells a diverse range of cannabis and cannabis
related products. Cannabis products are principally sold for adult-use and medical purposes under a portfolio of distinct brands. Our
core operations are in Canada, Europe and Australia and we hold a significant non-controlling, non-voting interest in an entity that
participates in the sale of cannabis and hemp derived products in the United States.

Using a consumer-driven approach, our portfolio delivers diverse products that offer experiences for occasions our consumers
seek. Our mainstream and premium branded product portfolio includes multiple cannabis formats, such as high-quality dried flower,
oils, softgel capsules, infused beverages, edibles and topical formats, as well as vaporizer devices, in addition to cannabis accessories,
designed to meet the needs of consumers worldwide.

Our cannabis cultivation operations are focused in two facilities, our greenhouse facility in Kincardine, Ontario and the DOJA
facility in Kelowna, British Columbia. We believe that the cultivation capacity in the Kincardine facility and the DOJA facility, as
well as externally sourced cannabis flower supply can meet the current demand for our premium dried flower. The receipt of our
European Union Good Manufacturing Practices (“EU GMP”) certification at the Kincardine facility enables us to continue exporting
certified medical cannabis to medical markets in Europe as well as other medical cannabis markets around the world.

Our licensed operational capacity in Canada includes advanced manufacturing capability for oil and softgel encapsulation, pre-
rolled joints (“PRJ”) (infused and non-infused), and hash production, which is primarily completed at our Smiths Falls, Ontario
facility. Through our in-house manufacturing capabilities of adult-use cannabis products, we can process and package bulk cannabis
flower, PRJ and vape products, whether internally or externally sourced, into high quality cannabis products. Our remaining products
are manufactured through an adaptive third-party sourcing model for all cannabis beverages, edibles, and extracts. We are confident
that our production and manufacturing capabilities and know-how are sufficient to meet the diverse needs of our adult-use and
medical cannabis consumers in Canada.

Today, we offer a broad portfolio of brands and products and continue to expand our portfolio to include new innovative
cannabis products and formats. We maintain agreements to supply all Canadian provinces and territories with our adult-use products
for sale through their established retail distribution systems. Through our Spectrum Therapeutics website, patients who have registered
with Spectrum Therapeutics are able to purchase products online and have them shipped directly to the address indicated on their
registration document. We have developed several programs to improve access to medical cannabis for authorized patients through
income-tested compassionate pricing program whereby eligible low-income patients may obtain a 20% discount on regular prices of
medical cannabis. We also provide support through our customer care team to help patients identify if their medication is covered
under the growing number of private health plans that have a medical cannabis component.

Our Canopy Medical, Spectrum Therapeutics and Tweed brands serve the medical market in Europe and Australia. Our
European medical cannabis business operates in accordance with the specific regulatory framework in place in the relevant
jurisdictions, including supplying EU GMP compliant pharmaceutical products. In Australia, Spectrum Therapeutics and Tweed
continue to support Australian medical patients through imported products.

We also offer premier herbal vaporizer products under the Storz & Bickel® (“Storz & Bickel”’) brand.

Our cannabis products contain THC, CBD, or a combination of these two cannabinoids which are found in the cannabis sativa
plant species. THC is the primary psychoactive or intoxicating cannabinoid found in cannabis. We also refer throughout this MD&A
to “hemp,” which is a term used to classify varieties of the cannabis sativa plant that contain CBD and 0.3% or less THC content (by
dry weight). Conversely, references to the term “marijuana” refers to varieties of the cannabis sativa plant with more than 0.3% THC.

Segment Reporting

We report our financial results for the following four reportable segments:

. Canada cannabis - includes the production, distribution and sale of a diverse range of cannabis, hemp and cannabis-
related products in Canada pursuant to the Cannabis Act and cannabis-related areas such as merchandise and clinics;
. International markets cannabis - includes the production, distribution and sale of a diverse range of cannabis and hemp

products internationally pursuant to applicable international legislation, regulations and permits. Priority markets include
medical cannabis in Australia and Europe where the Company offers branded high-quality flower, oil and extract products
under our recognized Spectrum Therapeutics, Canopy Medical and Tweed brands, as well as the Company's Storz &
Bickel line of medically approved vaporizers in Australia;

4



. Storz & Bickel - includes the production, distribution and sale of vaporizers and accessories; and

. This Works - includes the production, distribution and sale of beauty, skincare, wellness and sleep products, some of
which have been blended with hemp-derived CBD isolate. On December 18, 2023, the Company completed the sale of
This Works and as of such date, the results of This Works are no longer included in the Company's financial results.

These segments reflect how our operations are managed, how our Chief Executive Officer, who is the Chief Operating Decision
Maker (“CODM?”), allocates resources and evaluates performance, and how our internal management financial reporting is structured.
Our CODM evaluates the performance of these segments, with a focus on (i) segment net revenue, and (ii) segment gross margin as
the measure of segment profit or loss. The remainder of our operations include revenue derived from, and cost of sales associated
with, our non-cannabis extraction activities and other ancillary activities; these are included within "other."

Canopy USA

On October 24, 2022, Canopy Growth completed a number of strategic transactions (the “Reorganization”) in connection with
the creation of Canopy USA, a U.S.-domiciled holding company wherein, as of October 24, 2022, Canopy USA, holds certain U.S.
cannabis investments previously held by Canopy Growth.

Following the creation of Canopy USA, the Nasdaq communicated its position to the Company stating that companies that
consolidate “the assets and revenues generated from activities in violation under federal law cannot continue to list on Nasdaq”. Since
the Company is committed to compliance with the listing requirements of the Nasdaq, the Company and Canopy USA effectuated
certain changes to the initial structure of the Company’s interest in Canopy USA that were intended to facilitate the deconsolidation of
the financial results of Canopy USA within the Company’s financial statements. These changes included, among other things,
modifying the terms of the Protection Agreement (as defined below) between the Company, its wholly-owned subsidiary and Canopy
USA as well as the terms of Canopy USA’s limited liability company agreement and amending the terms of certain agreements with
third-party investors in Canopy USA to eliminate any rights to guaranteed returns (collectively, the “Reorganization Amendments”).
On May 19, 2023, the Company and Canopy USA implemented the Reorganization Amendments, which included, entering into the
First A&R Protection Agreement (as defined below) and amending and restating Canopy USA’s limited liability company agreement
(the “A&R LLC Agreement”) in order to: (i) eliminate certain negative covenants that were previously granted by Canopy USA in
favor of the Company as well as delegating to the managers of the Canopy USA Board (as defined below) not appointed by Canopy
Growth the authority to approve the following key decisions (collectively, the “Key Decisions”): (a) the annual business plan of
Canopy USA; (b) decisions regarding the executive officers of Canopy USA and any of its subsidiaries; (c) increasing the
compensation, bonus levels or other benefits payable to any current, former or future employees or managers of Canopy USA or any
of its subsidiaries; (d) any other executive compensation plan matters of Canopy USA or any of its subsidiaries; and (e) the exercise of
the Wana Options (as defined below) or the Jetty Options, which for greater certainty means that the Company’s nominee on the
Canopy USA Board will not be permitted to vote on any Key Decisions while the Company owns Non-Voting Shares; (ii) reduce the
number of managers on the Canopy USA Board from four to three, including, reducing the Company’s nomination right to a single
manager; (iii) amend the share capital of Canopy USA to, among other things, (a) create a new class of Canopy USA Class B Shares
(as defined below), which may not be issued prior to the conversion of the Non-Voting Shares or the Class A shares of Canopy USA
(the “Canopy USA Common Shares”) into Canopy USA Class B Shares; (b) amend the terms of the Non-Voting Shares such that the
Non-Voting Shares will be convertible into Canopy USA Class B Shares (as opposed to Canopy USA Common Shares); and (c)
amend the terms of the Canopy USA Common Shares such that upon conversion of all of the Non-Voting Shares into Canopy USA
Class B Shares, the Canopy USA Common Shares will, subject to their terms, automatically convert into Canopy USA Class B
Shares, provided that the number of Canopy USA Class B Shares to be issued to the former holders of the Canopy USA Common
Shares will be equal to no less than 10% of the total issued and outstanding Canopy USA Class B Shares following such issuance.
Accordingly, as a result of the Reorganization Amendments, in no circumstances will the Company, at the time of such conversions,
own more than 90% of the Canopy USA Class B Shares.

In connection with the Reorganization Amendments, on May 19, 2023, Canopy USA and Huneeus 2017 Irrevocable Trust (the
“Trust”) entered into a share purchase agreement (the “Trust SPA”), which sets out the terms of the Trust’s investment in Canopy
USA in the aggregate amount of up to US$20 million (the “Trust Transaction”). Agustin Huneeus, Jr. is the trustee of the Trust and is
an affiliate of a shareholder of Jetty. Pursuant to the terms of the Trust SPA, the Trust was entitled, subject to certain terms and
conditions contained in the Trust SPA, to be issued Canopy USA Common Shares in two tranches with an aggregate value of up to
US$10 million along with warrants of Canopy USA to acquire additional Canopy USA Common Shares. In addition, subject to the
terms of the Trust SPA, the Trust has also been granted options to acquire additional Voting Shares (as defined in the A&R LLC
Agreement) with a value of up to an additional US$10 million and one such additional option includes the issuance of additional
warrants of Canopy USA. On April 26, 2024, Canopy USA completed the first tranche closing of the Trust Transaction in accordance
with the Trust SPA and pursuant to the Trust SPA, the timeline to complete the second tranche closing has lapsed. As of February 6,
2025, the Trust holds an aggregate 28,571,429 Canopy USA Common Shares and warrants to acquire up to 85,714,284 Voting Shares
expiring on April 26, 2031.

In addition, subject to the terms and conditions of the A&R Protection Agreement (as defined below) and the terms of the option
agreements to acquire Wana and Jetty, as applicable, Canopy Growth may be required to issue additional common shares in



satisfaction of certain deferred and/or option exercise payments to the shareholders of Wana and Jetty. Canopy Growth will receive
additional Non-Voting Shares from Canopy USA as consideration for any Company common shares issued in the future to the
shareholders of Wana and Jetty.

On November 3, 2023, the Company received a letter from the staff of the SEC (the “Staff”) in which the Staff indicated that,
despite the Reorganization Amendments, it would object to the deconsolidation of the financial results of Canopy USA from the
Company's financial statements in accordance with U.S. GAAP once Canopy USA acquires Wana, Jetty or the Fixed Shares (as
defined below) of Acreage. The Company subsequently had discussions with the Office of Chief Accountant of the SEC (the “OCA”)
and determined to make certain additional amendments to the structure of Canopy USA (the “Additional Reorganization
Amendments”) to facilitate the deconsolidation of Canopy USA from the financial results of Canopy Growth in accordance with U.S.
GAAP upon Canopy USA’s acquisition of Wana, Jetty or Acreage. In connection with the Additional Reorganization Amendments,
Canopy USA and its members entered into a second amended and restated limited liability company agreement (the “Second A&R
LLC Agreement”). In accordance with the terms of the Second A&R LLC Agreement, the terms of the Non-Voting Shares have been
amended such that the Non-Voting Shares are only convertible into Canopy USA Class B Shares following the date that the NASDAQ
Stock Market or The New York Stock Exchange permit the listing of companies that consolidate the financial statements of
companies that cultivate, distribute or possess marijuana (as defined in 21 U.S.C 802) in the United States (the “Stock Exchange
Permissibility Date”). Based on the Company’s discussions with the OCA, upon effectuating the Additional Reorganization
Amendments, the Company believes that the Staff would not object to the deconsolidation of the financial results of Canopy USA
from the Company’s financial statements in accordance with U.S. GAAP.

Following the Reorganization, Reorganization Amendments and Additional Reorganization Amendments, on May 6, 2024,
Canopy USA exercised the options (the “Wana Options™) to acquire Mountain High Products, LLC, Wana Wellness, LLC and The
Cima Group, LLC (collectively, “Wana”), a leading cannabis edibles brand in North America, and subsequently closed the
transactions to acquire Wana Wellness, LLC and The Cima Group, LLC. On October 8, 2024, Canopy USA closed the acquisition of
Mountain High Products, LLC. In addition, Canopy USA exercised the options (the “Jetty Options™) to acquire Lemurian, Inc.
(“Jetty”) a California-based producer of high-quality cannabis extracts and pioneer of clean vape technology and subsequently
completed the first tranche closing to acquire Jetty. On June 4, 2024, the option to acquire the issued and outstanding Class E
subordinate voting shares (the “Fixed Shares”) of Acreage, a leading vertically-integrated multi-state cannabis operator, with its main
operations in densely populated states across the Northeast U.S., including New Jersey and New York (the “Acreage Option”) was
exercised and on December 9, 2024, Canopy USA completed the acquisition of all of the issued and outstanding Fixed Shares and
Class D subordinate voting shares (the “Floating Shares”) of Acreage (the “Acreage Acquisition”). Canopy USA also holds direct and
indirect interests in the capital of TerrAscend Corp. (“TerrAscend”), a leading North American cannabis operator with vertically
integrated operations and a presence in Pennsylvania, New Jersey, Michigan and California as well as licensed cultivation and
processing operations in Maryland.

Canopy USA currently holds an ownership interest in the following assets, among others:

e Wana — 100% of the membership interests of Wana Wellness, LLC, The Cima Group, LLC, and Mountain High Products,
LLC.

o Jetty — approximately 77% of the shares of Jetty.
e Acreage — 100% of the issued and outstanding shares of Acreage.

e TerrAscend — Canopy USA beneficially holds an aggregate of 64,564,487 TerrAscend common shares (the “TerrAscend
Common Shares”) on an as-converted basis and 22,474,130 TerrAscend Common Share purchase warrants with a weighted
average exercise price of $6.07 per TerrAscend Common Share and expiring on December 31, 2032 (the “TerrAscend
Warrants”). Assuming full exercise of the TerrAscend Warrants, Canopy USA will beneficially hold an aggregate of
87,038,617 TerrAscend Common Shares on an as-converted basis assuming conversion of the TerrAscend exchangeable shares
(the “TerrAscend Exchangeable Shares™) beneficially held by Canopy USA.

Following the implementation of the Reorganization, Canopy USA was determined to be a variable interest entity pursuant to
ASC 810 - Consolidations (“ASC 810) and prior to the completion of the Reorganization Amendments and the Additional
Reorganization Amendments, Canopy Growth was determined to be the primary beneficiary of Canopy USA. As a result of such
determination and in accordance with ASC 810, Canopy Growth consolidated the financial results of Canopy USA up to April 30,
2024.

Ownership of U.S. Cannabis Investments

Following the implementation of the Reorganization, the shares and interests in Acreage, Wana, Jetty and TerrAscend are held,
directly or indirectly, by Canopy USA, and Canopy Growth no longer holds a direct interest in any shares or interests in such entities.
Canopy Growth holds non-voting and non-participating shares (the “Non-Voting Shares”) in the capital of Canopy USA. The Non-
Voting Shares do not carry voting rights, rights to receive dividends or other rights upon dissolution of Canopy USA. Following the
Reorganization Amendments, the Non-Voting Shares are convertible into Class B shares of Canopy USA (the “Canopy USA Class B
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Shares”), provided that such conversion shall only be permitted following the Stock Exchange Permissibility Date. The Company also
has the right (regardless of the fact that its Non-Voting Shares are non-voting and non-participating) to appoint one member to the
Canopy USA board of managers (the “Canopy USA Board”).

On October 24, 2022, Canopy USA and the Company also entered into an agreement with, among others, Nancy Whiteman, the
controlling shareholder of Wana, which was amended and restated on May 19, 2023 and on April 30, 2024, whereby subsidiaries of
Canopy USA agreed to pay additional consideration in order to acquire the Wana Options and the future payments owed in connection
with the exercise of the Wana Options were reduced to US$3.00 in exchange for the issuance of Canopy USA Common Shares and
Canopy Growth common shares (the “Wana Amending Agreement”). In accordance with the terms of the Wana Amending
Agreement, on April 30, 2024, (i) Canopy USA issued 60,955,929 Canopy USA Common Shares and (ii) Canopy Growth issued
1,086,279 Canopy Growth common shares to the shareholders of Wana. The Canopy USA Common Shares issued to Ms. Whiteman,
or entities controlled by Ms. Whiteman, are subject to a repurchase right exercisable at any time after April 30, 2027, being the 36
month anniversary of the closing of the transaction contemplated by the Wana Amending Agreement (the “Wana Repurchase Right”)
to repurchase all Canopy USA Common Shares that have been issued at a price per Canopy USA Common Share equal to the fair
market value as determined by an appraiser. As part of this agreement, Canopy USA has granted Ms. Whiteman the right to appoint
one member to the Canopy USA Board and a put right on the same terms and conditions as the Wana Repurchase Right.

As of February 6, 2025, the Trust holds 28,571,429 Canopy USA Common Shares, the shareholders of Wana collectively hold
60,955,929 Canopy USA Common Shares and a wholly-owned subsidiary of the Company holds all of the issued and outstanding
Non-Voting Shares in the capital of Canopy USA, representing approximately 84.4% of the issued and outstanding shares in Canopy
USA on an as-converted basis.

Canopy Growth and Canopy USA are also party to a protection agreement (the “Protection Agreement”) to provide for certain
covenants in order to preserve the value of the Non-Voting Shares held by Canopy Growth until such time as the Non-Voting Shares
are converted in accordance with their terms, provided that, such conversion shall only be permitted following the Stock Exchange
Permissibility Date, but does not provide Canopy Growth with the ability to direct the business, operations or activities of Canopy
USA. The Protection Agreement was amended and restated in connection with: (a) the Reorganization Amendments (the “First A&R
Protection Agreement”); and (b) the Additional Reorganization Amendments (the “Second A&R Protection Agreement” and together
with the First A&R Protection Agreement, the “A&R Protection Agreement”).

Upon Canopy USA completing the Acreage Acquisition, Canopy Growth received additional Non-Voting Shares from Canopy
USA in consideration for the issuance of common shares of the Company that shareholders of Acreage received in accordance with
the terms of the Existing Acreage Arrangement Agreement (as defined below) and the Floating Share Arrangement Agreement (as
defined below).

Until such time as Canopy Growth converts the Non-Voting Shares into Canopy USA Class B Shares following the Stock
Exchange Permissibility Date, Canopy Growth will have no economic or voting interest in Canopy USA, Wana, Jetty, TerrAscend, or
Acreage. Canopy USA, Wana, Jetty, TerrAscend, and Acreage will continue to operate independently of Canopy Growth.

Acreage Agreements

On October 24, 2022, Canopy Growth entered into an arrangement agreement with Canopy USA and Acreage, as amended (the
“Floating Share Arrangement Agreement”), pursuant to which Canopy USA acquired all of the issued and outstanding Floating Shares
by way of a court-approved plan of arrangement (the “Floating Share Arrangement”) in exchange for 0.045 of a Company common
share for each Floating Share held. In connection with the Floating Share Arrangement Agreement, Canopy Growth irrevocably
waived the right to acquire all of the issued and outstanding Floating Shares existing under the Existing Acreage Arrangement
Agreement.

On October 24, 2022, the Company and Canopy USA entered into a third amendment to tax receivable agreement (the
“Amended TRA”) with, among others, certain current or former unitholders (the “Holders”) of High Street Capital Partners, LLC, a
subsidiary of Acreage (“HSCP”), pursuant to HSCP’s amended tax receivable agreement (the “TRA”) and related tax receivable
bonus plans with Acreage. Pursuant to the Amended TRA, the Company, on behalf of Canopy USA, agreed to issue common shares
of the Company with a value of US$30.4 million to certain Holders as consideration for the assignment of such Holder’s rights under
the TRA to Canopy USA. As a result of the Amended TRA, Canopy USA is the sole member and beneficiary under the TRA. In
connection with the foregoing, the Company issued: (i) 564,893 common shares with a value of $20.6 million (US$15.2 million) to
certain Holders on November 4, 2022 as the first installment under the Amended TRA; and (ii) 710,208 common shares with a value
of $20.6 million (US$15.2 million) to certain Holders on March 17, 2023, as the second installment under the Amended TRA. In
connection with the Acreage Acquisition, the Company, on behalf of Canopy USA, issued 5,118,426 common shares of the Company
to an eligible participant pursuant to HSCP’s existing tax receivable bonus plans.

In addition to shareholder and court approvals, completion of the Floating Share Arrangement was subject to applicable
regulatory approvals including, but not limited to, TSX approval and the satisfaction of certain other closing conditions, including the
conditions set forth in the amended and restated plan of arrangement (the “Acreage Amended Arrangement”) implemented by Canopy
Growth and Acreage on September 23, 2020 in connection with the Existing Acreage Arrangement Agreement. The Floating Share
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Arrangement received the requisite approval from the holders of Floating Shares at the special meeting of Acreage shareholders held
on March 15, 2023 and on March 20, 2023 Acreage obtained a final order from the Supreme Court of British Columbia approving the
Floating Share Arrangement. The Floating Share Arrangement was implemented on December 9, 2024 in connection with the closing
of the Acreage Acquisition.

On June 4, 2024, the Acreage Option was exercised in accordance with the terms of the arrangement agreement dated April 18,
2019, as amended on May 15, 2019, September 23, 2020 and November 17, 2020 (the “Existing Acreage Arrangement Agreement”),
with such exercise being completed in advance of the Exercise Outside Date (as defined in the Floating Share Arrangement
Agreement). Concurrently with the closing of the acquisition of the Fixed Shares pursuant to the exercise of the Acreage Option, on
December 9, 2024, the Fixed Shares were issued to Canopy USA upon closing of the Acreage Acquisition. Accordingly, Canopy
Growth does not hold any Fixed Shares or Floating Shares. The acquisition of the Floating Shares pursuant to the Floating Share
Arrangement occurred immediately prior to the acquisition of the Fixed Shares pursuant to the Existing Acreage Arrangement
Agreement such that 100% of the issued and outstanding shares of Acreage are owned by Canopy USA. For additional details, see
“Acreage Acquisition” below.

On June 3, 2024, the Company exercised its option to acquire certain outstanding debt of Acreage (the “Debt Acquisition”) in
connection with the option agreement dated November 15, 2022 (the “Option Agreement”) among a wholly-owned subsidiary of
Canopy Growth (the “Optionor”) and the lenders (the “Lenders”) party to Acreage’s credit agreement dated as of December 16, 2021,
as amended by the first amendment to credit agreement dated as of October 24, 2022 and the second amendment to credit agreement
dated as of April 28, 2023.

The Optionor entered into various agreements in connection with the Debt Acquisition in order to acquire approximately
US$99.8 million of Acreage’s outstanding debt (the “Acquired Debt”) from certain Lenders in exchange for US$69.8 million in cash
and the release of approximately US$30.1 million (the “Option Premium”) that was held in escrow pursuant to the Option Agreement.
As reported in the Annual Report, the Option Premium was not included in Canopy Growth’s cash and cash equivalents as of March
31,2024

The Optionor subsequently transferred approximately US$2.2 million of the Acquired Debt to the other Lender (the “Rolling
Lender”) and entered into a series of agreements with the Rolling Lender and Acreage, among others, including an amended and
restated credit agreement (the “First ARCA”), which provided for, among other things, the Acquired Debt, certain interest payments to
be paid-in-kind, revisions to certain financial covenants and, following certain events, an extension to the maturity date.

On September 13, 2024, the Optionor entered into a series of transactions with, among others, Acreage, the Rolling Lender and
an arm’s length third-party lender (the “Other Lender”). Pursuant to such transactions, all of Acreage’s indebtedness held by the
Rolling Lender was acquired by the Other Lender. Following the acquisition by the Other Lender, the Optionor, the Other Lender and
Acreage, among others, amended and restated the First ARCA pursuant to a second amended and restated credit agreement dated as of
September 13, 2024 (the “Second ARCA”). Pursuant to the Second ARCA and an agreement among lenders entered into on
September 13, 2024 between, among others, the Optionor and the Other Lender, all interest owing to the Optionor under the Second
ARCA is, subject to the consent of the Other Lender, to be paid-in-kind and not in cash. Under the Second ARCA, as of September
13, 2024, the Optionor was owed an aggregate principal amount equal to approximately US$102 million which is subordinate to
approximately US$65 million owed to the Other Lender.

As of December 31, 2024, the aggregate principal amount owing to the Optionor was approximately US$106 million and the
aggregate principal amount owing to the Other Lender was approximately US$65 million.

Recent Developments

Canopy USA

As described above, Canopy Growth has implemented the Reorganization Amendments and the Additional Reorganization
Amendments and Canopy USA subsequently completed the first tranche closing of the Trust Transaction and exercised the Wana
Options and the Jetty Options, such that we will not consolidate the financial results of Canopy USA as of April 30, 2024. Following
the implementation of the Reorganization, Canopy USA was determined to be a variable interest entity pursuant to ASC 810 and prior
to the completion of the Reorganization Amendments and the Additional Reorganization Amendments, Canopy Growth was
determined to be the primary beneficiary of Canopy USA. As a result of such determination and in accordance with ASC 810, Canopy
Growth consolidated the financial results of Canopy USA up to April 30, 2024.

Deconsolidation of Canopy USA

As of April 30, 2024, as a result of the series of transactions related to the Additional Reorganization Amendments described
above, Canopy Growth has deconsolidated the financial results of Canopy USA and has a non-controlling interest in Canopy USA as
of such date. The deconsolidation of Canopy USA occurred after completion of the following structural amendments: (i) execution of
the Second A&R LLC Agreement, (ii) execution of the Second A&R Protection Agreement and (iii) completion of the initial tranche



closing of the Trust Transaction, which included the election of a third member to the Canopy USA Board such that the Canopy USA
Board is comprised of an appointee from the Trust, Ms. Whiteman, and the Company.

Canopy Growth's deconsolidation of Canopy USA resulted in recognition of an equity method investment and a loan receivable
recorded at fair value.

Acreage Acquisition

On December 9, 2024, Canopy USA completed the Acreage Acquisition and now owns 100% of the issued and outstanding
shares of Acreage. In connection with: (i) the Existing Acreage Arrangement Agreement and the Acreage Amended Arrangement; and
(ii) the Floating Share Arrangement Agreement, Canopy USA acquired all of the issued and outstanding Floating Shares of Acreage
on the terms and conditions set forth in Floating Share Arrangement. Immediately following the implementation of the Floating Share
Arrangement, Canopy USA acquired all of the issued and outstanding Fixed Shares of Acreage (the “Fixed Share Acquisition”).

In accordance with the Floating Share Arrangement, registered holders of Floating Shares received 0.045 of a common share of
Canopy Growth for each Floating Share (the “Floating Share Exchange Ratio”). In connection with the Fixed Share Acquisition, each
of the outstanding Fixed Shares was exchanged for 0.00000000617 of a common share of Canopy Growth for each Fixed Share, as
adjusted pursuant to the terms and conditions set forth in the Existing Acreage Arrangement Agreement (the “Fixed Share Exchange
Ratio”). In aggregate, Canopy Growth issued 5,888,291 common shares to former shareholders of Acreage.

Pursuant to the Floating Share Arrangement, (i) each outstanding stock option to acquire Floating Shares was exchanged for a
replacement option exercisable for Canopy Growth common shares, with the number of underlying Canopy Growth common shares
and exercise price of such options adjusted by the Floating Share Exchange Ratio; (ii) each outstanding warrant to acquire Floating
Shares was exchanged for a replacement warrant to acquire Canopy Growth common shares, with the number of underlying Canopy
Growth common shares and exercise price of such warrants adjusted by the Floating Share Exchange Ratio; and (iii) each outstanding
restricted share unit, performance share and performance unit, as applicable, that vested into Floating Shares was exchanged for a
replacement restricted share unit, performance share or performance unit, as applicable, that vests into Canopy Growth common
shares, with the number of underlying Canopy Growth common shares adjusted by the Floating Share Exchange Ratio.

In connection with the Fixed Share Acquisition, (i) each outstanding stock option to acquire Fixed Shares was exchanged for a
replacement option exercisable for Canopy Growth common shares, with the number of underlying Canopy Growth common shares
and exercise price of such options adjusted by the Fixed Share Exchange Ratio; (ii) each outstanding warrant to acquire Fixed Shares
was exchanged for a replacement warrant to acquire Canopy Growth common shares, with the number of underlying Canopy Growth
common shares and exercise price of such warrants adjusted by the Fixed Share Exchange Ratio; and (iii) each restricted share unit
and performance share unit, as applicable, that vested into Fixed Shares was exchanged for a replacement restricted share unit or
performance share unit, as applicable, that vests into Canopy Growth common shares, with the number of underlying Canopy Growth
common shares adjusted by the Fixed Share Exchange Ratio.

In addition, Canopy Growth: (i) issued 5,118,426 common shares of the Company to an eligible participant pursuant to HSCP’s
existing tax receivable bonus plans; and (ii) 306,151 common shares of the Company were issuable in connection with Canopy USA’s
acquisition of the minority interests of certain subsidiaries of Acreage, of which 236,960 common shares of the Company have been
issued.

Immediately following the closing of the Acreage Acquisition, Canopy Growth issued an aggregate of 1,315,553 common
shares and 1,197,658 common share purchase warrants to certain securityholders of Acreage in order to satisfy an outstanding
liability. Each common share purchase warrant entitles the holder thereof to acquire one common share of Canopy Growth at an
exercise price of US$3.66 until June 6, 2029.

Balance Sheet Deleveraging Initiatives

On April 18, 2024, the Company entered into an exchange agreement (the “April 2024 Exchange Agreement”) with Greenstar
Canada Investment Limited Partnership (“Greenstar”), an affiliate of Constellation Brands, Inc. (“CBI”), pursuant to which Greenstar
converted approximately $81.2 million of the principal amount of the $100 million principal amount of a promissory note (the “CBI
Note”) into 9,111,549 Exchangeable Shares (the “Note Exchange”), calculated based on a price per Exchangeable Share equal to
$8.91. Pursuant to the terms of the April 2024 Exchange Agreement, all accrued but unpaid interest on the CBI Note together with the
remaining principal amount of the CBI Note was cancelled and forgiven for no additional consideration by Greenstar. Following the
closing of the Note Exchange, there is no outstanding balance owing under the CBI Note and the CBI Note has been cancelled.

On April 29, 2024 and June 28, 2024, the Company repurchased additional outstanding principal amounts under the Credit
Facility (the “First Quarter 2025 Paydowns”). The First Quarter 2025 Paydowns resulted in an aggregate principal reduction of $11.2
million (US$8.2 million) for a cash payment of $11.2 million (US$8.2 million).

On August 20, 2024, the Company entered into an exchange and subscription agreement (the “August 2024 Supreme
Convertible Debt Exchange”) with a single institutional investor (the “August 2024 Investor””) pursuant to which, among other things,
the August 2024 Investor delivered to the Company approximately $2.7 million of aggregate principal amount of outstanding Supreme



Debentures (as defined below) in exchange for 291,351 common shares of the Company and $0.03 million in cash for accrued
interest.

On September 27, 2024, the Company repurchased additional outstanding principal amounts under the Credit Facility (the
“Second Quarter 2025 Paydown”). The Second Quarter 2025 Paydown resulted in an aggregate principal reduction of $1.1 million
(US$0.9 million) for a cash payment of $1.1 million (US$0.9 million).

On October 16, 2024, the Company made an early prepayment under the Credit Facility in an aggregate principal amount equal
to US$100.0 million of the principal amount outstanding thereunder at a discounted price of US$97.5 million (the “Third Quarter
2025 Paydown”). Pursuant to the Amending Agreement, the US$100.0 million prepayment of the Credit Facility was required to be
made by December 31, 2024.

May 2024 Convertible Debenture

On May 2, 2024, the Company entered into an exchange and subscription agreement (the “Exchange and Subscription
Agreement”) with a single institutional investor (the “May 2024 Investor”) pursuant to which, among other things, the May 2024
Investor delivered to the Company approximately $27.5 million aggregate principal amount of outstanding Supreme Debentures and
Accretion Debentures (as defined below) held by the May 2024 Investor and paid the Company approximately US$50 million in
exchange for the Company issuing to the May 2024 Investor (i) a new senior unsecured convertible debenture of the Company (the
“May 2024 Convertible Debenture”) with an aggregate principal amount of approximately $96.4 million maturing five years from the
closing date (the “Closing Date”) of the transaction (the “Transaction”) and (ii) 3,350,430 common share purchase warrants (the “May
2024 Investor Warrants”) of the Company. Each May 2024 Investor Warrant entitles the holder to acquire one Canopy Share at an
exercise price equal to $16.18 per Canopy Share for a period of five years from the Closing Date. The May 2024 Convertible
Debenture bears interest at a rate of 7.50% per annum, payable in semi-annual payments in cash or, at the option of the Company, in
Canopy Shares for the first four semi-annual interest payments after the Closing Date, subject to satisfaction of certain conditions,
including the prior approval of the TSX.

The May 2024 Convertible Debenture is convertible into Canopy Shares at the option of the May 2024 Investor at a conversion
price equal to $14.38 per share. The May 2024 Convertible Debenture is subject to a forced conversion feature upon notice from the
Company in the event that the average closing trading price of the Canopy Shares on the TSX exceeds $21.57 for a period of 10
consecutive trading days. In addition, pursuant to the terms of the May 2024 Convertible Debenture, for so long as the principal
amount under the May 2024 Convertible Debenture remains outstanding (the “Debenture ROFR Term”), the Company granted the
May 2024 Investor a right of first refusal to subscribe for, and to be issued, as an investor in any debt or equity financing that the
Company wishes to complete during the Debenture ROFR Term (the “Proposed Financing”); provided, however, that the May 2024
Investor shall subscribe for 25% of the Proposed Financing on the same terms and conditions contemplated in the Proposed Financing.

Canadian Federal Income Tax Proposals

Proposed amendments to the /ncome Tax Act (Canada) originally released on June 10, 2024 with revised proposals released on
August 12, 2024 and September 23, 2024, (collectively the “Capital Gains Proposals”), would, if enacted, generally increase the
capital gains inclusion rate from one-half to two-thirds for corporations and trusts, and from one-half to two-thirds for individuals on
the portion of capital gains realized, including capital gains realized indirectly through a trust or partnership, in a taxation year that
exceed $250,000. The Capital Gains Proposals further propose to adjust the value of capital losses realized in previous years so that
two-thirds of capital losses realized prior to June 25, 2024 will be deductible against capital gains included in income at the two-thirds
inclusion rate such that a capital loss will offset an equivalent capital gain regardless of the inclusion rate (additional adjustments
would be required where the capital gains have been subjected to an effective inclusion rate of one-half rather than the basic inclusion
rate of two-thirds). Revised alternative minimum tax rules were enacted on June 20, 2024, which may increase a shareholder’s liability
for such tax. On January 31, 2025, the Department of Finance announced a deferral in the implementation of the Capital Gains
Proposals to January 1, 2026. At the present time, it is uncertain if the Capital Gains Proposals will be re-introduced and enacted in its
current form or at all.

Facility Lease Renegotiation

In December 2024, the Company renegotiated the terms of a facility lease, resulting in a short-term to long-term reclassification
of its lease liabilities (the “Lease Renegotiation”). The renegotiated terms result in changes to future cashflows associated with the
lease.

Part 2 - Results of Operations

The results of operations presented below reports the financial performance of the continuing operations of Canopy Growth for
the three and nine months ended December 31, 2024. Further to Note 4 in the Company’s accompanying financial statements, the
BioSteel segment results for all periods prior to September 14, 2023 and November 16, 2023, being the effective dates of
deconsolidation as a result of the CCAA Proceedings (as defined below), are classified as discontinued operations and therefore are
excluded from continuing operations.
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On September 14, 2023, Canopy Growth ceased funding the operations of BioSteel Sports Nutrition Inc. (“BioSteel Canada’)
and commenced proceedings (the “CCAA Proceedings’) under the Companies' Creditors Arrangement Act (the “CCAA”) in the
Ontario Superior Court of Justice (Commercial List) and obtained recognition of that proceeding under Chapter 15 of the United
States Bankruptcy Code.

Discussion of Results of Operations for the Three Months Ended December 31, 2024

Three months ended December 31,

(in thousands of Canadian dollars, except share amounts and

where otherwise indicated) 2024 2023 $ Change % Change
Selected consolidated financial information:
Net revenue $ 74,761  $ 78,505 $ (3,744) (5%)
Gross margin percentage 32% 36% - (400) bps
Net loss from continuing operations $ (121,896) $ (230,276) $ 108,380 47%
Net loss from continuing operations

attributable to Canopy Growth Corporation $ (121,896) $ (230,276) $ 108,380 47 %
Basic and diluted loss per share from

continuing operations' $ (.11) $ (2.78) $ 1.67 60 %

! For the three months ended December 31, 2024, the weighted average number of outstanding common shares, basic and diluted, totaled 110,306,430 (three
months ended December 31, 2023 - 82,919,190).

Revenue

We report net revenue in four segments: (i) Canada cannabis; (ii) international markets cannabis; (iii) Storz & Bickel; and (iv)
This Works. Revenue derived from the remainder of our operations are included within "other". The following table presents
segmented net revenue for the three months ended December 31, 2024 and 2023:

Net Revenue Three months ended December 31,
(in thousands of Canadian dollars) 2024 2023 $ Change % Change
Canada cannabis
Canadian adult-use cannabis! $ 21,153  $ 23,490 $ (2,337) (10%)
Canadian medical cannabis? 19,575 16,894 2,681 16%
$ 40,728 § 40,384 § 344 1%
International markets cannabis® $ 12,024 $ 10,527 $ 1,497 14%
Storz & Bickel $ 22,009 § 18,453 § 3,556 19%
This Works $ - $ 8,165 § (8,165) (100%)
Other - 976 (976) (100%)
Net revenue $ 74,761 $ 78,505 § (3,744) (5%)

! Reflects excise taxes of $9,335 and other revenue adjustments, representing our determination of returns and pricing adjustments, of $924 for the three months
ended December 31, 2024 (three months ended December 31, 2023 - excise taxes of $9,741 and other revenue adjustments of $1,113).

2 Reflects excise taxes of $2,148 for the three months ended December 31, 2024 (three months ended December 31, 2023 - $1,815).

3 Reflects other revenue adjustments of $62 for the three months ended December 31, 2024 (three months ended December 31, 2023 - $317).

Net revenue was $74.8 million in the third quarter of fiscal 2025, a decrease of $3.7 million as compared to $78.5 million in the
third quarter of fiscal 2024.

Canada cannabis

Net revenue from our Canada cannabis segment was $40.7 million in the third quarter of fiscal 2025, as compared to $40.4
million in the third quarter of fiscal 2024.

Canadian adult-use cannabis net revenue was $21.2 million in the third quarter of fiscal 2025, as compared to $23.5 million in
the third quarter of fiscal 2024. The year-over-year decrease is primarily attributable to lower sales volumes and sales velocity on our
core flower and PRJ offerings due to continued increase in price competition, partially offset by contributions from new product
launches and opportunistic bulk sales.

Canadian medical cannabis net revenue was $19.6 million in the third quarter of fiscal 2025, as compared to $16.9 million in the
third quarter of fiscal 2024. The year-over-year increase is primarily attributable to an increase in the average size of medical orders
placed by our customers due largely to an increase in the percentage of insured customers, and a larger assortment of cannabis product
choices offered to our customers.
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International markets cannabis

International markets cannabis revenue was $12.0 million in the third quarter of fiscal 2025, as compared to $10.5 million in the
third quarter of fiscal 2024. The year-over-year increase is primarily attributable to the increased shipments of flower products in
Europe, driven by Poland and Germany, which was offset by a decline in our Australian medical business.

Storz & Bickel

Revenue from Storz & Bickel was $22.0 million in the third quarter of fiscal 2025, as compared to $18.5 million in the third
quarter of fiscal 2024. The year-over-year increase is primarily attributable to strong growth in Germany, the U.S., and the United
Kingdom and sales of Venty, our newest portable vaporizer.

This Works

Revenue from This Works was $nil in the third quarter of fiscal 2025, as compared to $8.2 million in the third quarter of fiscal
2024. The year-over-year decrease is due to the completion of the divestiture of This Works on December 18, 2023.

Cost of Goods Sold and Gross Margin

The following table presents cost of goods sold, gross margin and gross margin percentage on a consolidated basis for the three
months ended December 31, 2024 and 2023:

Three months ended December 31,

(in thousands of Canadian dollars except where indicated) 2024 2023 $ Change % Change

Net revenue $ 74,761  $ 78,505 $ (3,744) (5%)

Cost of goods sold $ 50,663 $ 50,279 $ 384 1%
Gross margin 24,098 28,226 (4,128) (15%)
Gross margin percentage 32% 36% - (400) bps

Cost of goods sold was $50.7 million in the third quarter of fiscal 2025, as compared to $50.3 million in the third quarter of
fiscal 2024. Our gross margin was $24.1 million in the third quarter of fiscal 2025, or 32% of net revenue, as compared to a gross
margin of $28.2 million and gross margin percentage of 36% of net revenue in the third quarter of fiscal 2024. The year-over-year
decrease in the gross margin percentage is primarily attributable to costs related to new product launches, increased price competition
and indirect costs.
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We report gross margin and gross margin percentage in four segments: (i) Canada cannabis; (ii) international markets cannabis;
(iii) Storz & Bickel; and (iv) This Works. Cost of sales associated with the remainder of our operations are included within "other".
The following table presents segmented gross margin and gross margin percentage for the three months ended December 31, 2024 and
2023:
Three months ended December 31,

(in thousands of Canadian dollars except where indicated) 2024 2023 $ Change % Change

Canada cannabis segment
Net revenue $ 40,728 $ 40,384 $ 344 1%
Cost of goods sold 30,547 29,078 1,469 5%
Gross margin 10,181 11,306 (1,125) (10%)
Gross margin percentage 25% 28% (300) bps

International markets cannabis segment
Revenue $ 12,024  $ 10,527 $ 1,497 14%
Cost of goods sold 7,092 6,335 757 12%
Gross margin 4,932 4,192 740 18%
Gross margin percentage 41% 40% 100 bps

Storz & Bickel segment

Revenue $ 22,009 $ 18,453 $ 3,556 19%
Cost of goods sold 13,024 9,004 4,020 45%
Gross margin 8,985 9,449 (464) (5%)
Gross margin percentage 41% 51% (1,000) bps

This Works segment
Revenue $ - 3 8,165  $ (8,165) (100%)
Cost of goods sold - 3,912 (3,912) (100%)
Gross margin - 4,253 (4,253) (100%)
Gross margin percentage -% 52% (5,200) bps

Other
Revenue $ - 3 976  $ (976) (100%)
Cost of goods sold - 1,950 (1,950) (100%)
Gross margin - (974) 974 100%
Gross margin percentage -% (100%) 10,000 bps

Canada cannabis

Gross margin for our Canada cannabis segment was $10.2 million in the third quarter of fiscal 2025, or 25% of net revenue, as
compared to $11.3 million in the third quarter of fiscal 2024, or 28% of net revenue. The year-over-year decrease in the gross margin
percentage was primarily attributable to lower adult-use sales and costs related to new product launches, partially offset by increased
sales in higher-margin medical business.

International markets cannabis

Gross margin for our international markets cannabis segment was $4.9 million in the third quarter of fiscal 2025, or 41% of net
revenue, as compared to $4.2 million in the third quarter of fiscal 2024, or 40% of net revenue. The year-over-year increase in the
gross margin percentage is primarily attributable to the shift in sales mix to higher-margin Poland.

Storz & Bickel

Gross margin for our Storz & Bickel segment was $9.0 million in the third quarter of fiscal 2025, or 41% of net revenue, as
compared to $9.4 million in the third quarter of fiscal 2024, or 51% of net revenue. The year-over-year decrease in the gross margin
percentage is primarily attributable to increases in indirect costs.
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This Works

Gross margin for our This Works segment was $nil in the third quarter of fiscal 2025, or 0% of net revenue, as compared to $4.3
million in the third quarter of fiscal 2024, or 52% of net revenue. The year-over-year decrease in the gross margin percentage is due to
the completion of the divestiture of This Works on December 18, 2023.

Operating Expenses
The following table presents operating expenses for the three months ended December 31, 2024 and 2023:

Three months ended December 31,

(in thousands of Canadian dollars) 2024 2023 $ Change % Change
Operating expenses
General and administrative $ 16,984 $ 24,046 $ (7,062) (29%)
Sales and marketing 15,445 18,326 (2,881) (16%)
Acquisition, divestiture, and other costs 3,036 4,981 (1,945) (39%)
Depreciation and amortization 6,011 7,083 (1,072) (15%)
Selling, general and administrative expenses 41,476 54,436 (12,960) (24%)
Share-based compensation expense 5,159 3,693 1,466 40%
Loss on asset impairment and restructuring 1,285 30,413 (29,128) (96%)
Total operating expenses $ 47,920 $ 88,542 $ (40,622) (46 %)

Selling, general and administrative expenses

Selling, general and administrative expenses were $41.5 million in the third quarter of fiscal 2025, as compared to $54.4 million
in the third quarter of fiscal 2024.

General and administrative expense was $17.0 million in the third quarter of fiscal 2025, as compared to $24.0 million in the
third quarter of fiscal 2024. The year-over-year decrease is primarily attributable to: (i) the divestiture of This Works on December 18,
2023 and (ii) the impact of the restructuring actions and cost savings program initiated in the fourth quarter of fiscal 2023.

Sales and marketing expense was $15.4 million in the third quarter of fiscal 2025, as compared to $18.3 million in the third
quarter of fiscal 2024. The year-over-year decrease is primarily attributable to: (i) the divestiture of This Works on December 18, 2023
and (ii) the impact of the restructuring actions and cost savings program initiated in the fourth quarter of fiscal 2023.

Acquisition, divestiture, and other costs were $3.0 million in the third quarter of fiscal 2025, as compared to $5.0 million in the
third quarter of fiscal 2024. In the third quarter of fiscal 2025, costs were incurred primarily in relation to:

o continued legal costs arising from the restatement of our consolidated financial statements in connection with the review of the
financial reporting matters related to the BioSteel business unit; and
the Reorganization of Canopy USA.

Comparatively, in the third quarter of fiscal 2024, costs were incurred primarily in relation to:

costs relating to the modification of the Credit Agreement (as defined below) that occurred in July 2023;

legal and audit costs arising from the restatement of our consolidated financial statements in connection with the review of the
financial reporting matters related to the BioSteel business unit;

the Reorganization of Canopy USA.

Depreciation and amortization expense was $6.0 million in the third quarter of fiscal 2025, as compared to $7.1 million in the
third quarter of fiscal 2024. The year-over-year decrease is primarily attributable to the previously-noted restructuring actions and cost
savings programs, including the closure of certain of our Canadian facilities and other operational changes to implement cultivation-
related efficiencies and improvements in the Canadian adult-use cannabis business.

Share-based compensation expense

Share-based compensation expense was $5.2 million in the third quarter of fiscal 2025, as compared to $3.7 million in the third
quarter of fiscal 2024. The year-over-year increase is primarily attributable to: (i) the first quarter of fiscal 2025 grant of 0.8 million
options and 0.7 million restricted share units, and (ii) higher forfeitures in the third quarter of fiscal 2024 due to previously-noted
restructuring actions.
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Loss on asset impairment and restructuring

Loss on asset impairment and restructuring recorded in operating expenses was $1.3 million in the third quarter of fiscal 2025,
as compared to $30.4 million in the third quarter of fiscal 2024.

Loss on asset impairment and restructuring recorded in the third quarter of fiscal 2025 related primarily to employee
restructuring costs, and ongoing holding costs to maintain previously restructured sites.

Comparatively, in the third quarter of fiscal 2024, the loss on asset impairment and restructuring was primarily related to the
charges associated with the completion of the This Works Divestiture (as defined below), as $28.1 million of write-downs occurred
due to the sale. In addition, there were various incremental impairment losses and other costs associated with the restructuring of our
Canadian cannabis operations that were initiated in the three months ended March 31, 2023.

Other

The following table presents other income (expense), net, and income tax (expense) recovery for the three months ended
December 31, 2024 and 2023:

Three months ended December 31,

(in thousands of Canadian dollars) 2024 2023 $ Change % Change
Other income (expense), net (97,758) (171,037) 73,279 43%
Income tax (expense) recovery (316) 1,077 (1,393) (129%)

Other income (expense), net

Other income (expense), net was an expense amount of $97.8 million in the third quarter of fiscal 2025, as compared to an
expense amount of $171.0 million in the third quarter of fiscal 2024. The year-over-year change of $73.3 million is primarily
attributable to:

e Change of $70.4 million related to non-cash fair value changes on our Canopy USA related and other financial assets, from an
expense amount of $146.7 million in the third quarter of fiscal 2024 to an expense amount of $76.3 million in the third quarter
of fiscal 2025. The expense amount recognized in the third quarter of fiscal 2025 is primarily attributable to fair value
decreases relating to our investment in:

o the Canopy USA equity method investment in the amount of $140.4 million.

These fair value decreases were partially offset by a fair value increase related to our investment in:

0 the Canopy Elevate I LLC, Canopy Elevate II LLC and Canopy Elevate III LLC (collectively, “Elevate”) loan
receivable, in the amount of $59.4 million relating to fair value movements in consideration of the debtor's net
assets; and

o the Acreage Debt (as defined below) loan receivable, in the amount of $4.7 million, primarily attributable to
changes in market conditions and assumptions.

Comparatively, the expense amount in the third quarter of fiscal 2024 was primarily attributable to fair value decreases

relating to our investments in:

o the Wana financial instrument, in the amount of $62.6 million, which was attributable primarily to changes in
expectations of the future cash flows to be generated by Wana;

o the Acreage financial instrument, in the amount of $43.6 million. On a quarterly basis, we determine the fair value
of the Acreage financial instrument using a probability-weighted expected return model, incorporating several
potential scenarios and outcomes associated with the Acreage Amended Arrangement. The fair value decrease in the
third quarter of fiscal 2024 is primarily attributable to a decrease of approximately 36% in our share price during the
third quarter of fiscal 2024, relative to a decrease of approximately 54% in Acreage’s share price during that same
period. As a result, the model at December 31, 2023 reflects both a lower estimated value of the Canopy Growth
common shares expected to be issued upon Canopy USA's acquisition of Acreage, and a lower estimated value of
the Acreage shares expected to be acquired at that time. In the third quarter of fiscal 2024, the relative share price
movements resulted in a decrease in the value of the Acreage financial instrument;

o the TerrAscend Exchangeable Shares, in the amount of $22.9 million, primarily attributable to a decrease of
approximately 21% in TerrAscend’s share price during the third quarter of fiscal 2024;

o the TerrAscend Warrants, in the amount of $10.5 million, primarily attributable to a decrease of approximately 21%
in TerrAscend’s share price during the third quarter of fiscal 2024; and

o the Jetty financial instrument, in the amount of $9.9 million, which was attributable primarily to changes in the
expectations of the future cash flows to be generated by Jetty.
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These fair value decreases were partially offset by a fair value increase related to our investment in:
o the Universal Hemp, LLC (“Acreage Hempco”) debenture, in the amount of $2.1 million, which was attributable
primarily to changes in expected future cash flows to be received.

e Decrease in expense of $5.4 million related to non-cash fair value changes on our debt, from $5.4 million in the third quarter of
fiscal 2024 to $nil in the third quarter of fiscal 2025. The year-over-year change is driven primarily by the fair value change of
the CBI Note in the third quarter of fiscal 2024. In the third quarter of fiscal 2025 there are no debt balances recorded at fair
value.

o Change of $8.6 million related to fair value changes on acquisition related contingent consideration and other, from an income
amount of $8.6 million in the third quarter of fiscal 2024 to $nil in the third quarter of fiscal 2025. No fair value changes
occurred in the third quarter of fiscal 2025. Comparatively, the fair value change in the third quarter of fiscal 2024, related
primarily to the estimated deferred payments associated with our investment in Wana.

e Change of $0.6 million related to charges associated with the settlement of our debt, from an expense amount of $0.6 million in
the third quarter of fiscal 2024 to $nil in the third quarter of fiscal 2025. In the third quarter of fiscal 2025, settlement of debt
balances did not result in any gains or losses. In the third quarter of fiscal 2024, we recognized a charge in the amount of $0.6
million which is primarily due to principal repayments on the Credit Facility.

e Decrease in interest income of $0.6 million, from $2.5 million in the third quarter of fiscal 2024 to $1.9 million in the third
quarter of fiscal 2025. The year-over-year decrease is attributable to lower cash and cash equivalents and short-term investment
balances.

e Decrease in interest expense of $7.9 million, from $24.6 million in the third quarter of fiscal 2024 to $16.8 million in the third
quarter of fiscal 2025. The year-over-year decrease is primarily attributable to the reduction of our debt balances.

Income tax (expense) recovery

Income tax expense in the third quarter of fiscal 2025 was $0.3 million, compared to income tax recovery of $1.1 million in the
third quarter of fiscal 2024. In the third quarter of fiscal 2025, income tax expense consisted of deferred income tax expense of $0.2
million (compared to a recovery of $0.6 million in the third quarter of fiscal 2024) and current income tax expense of $0.1 million
(compared to a recovery of $0.5 million in the third quarter of fiscal 2024).

The increase of $0.8 million in the deferred income tax expense is primarily a result of the utilization of losses for tax purposes,
where the accounting criteria for recognition of an asset has been met.

The increase of $0.6 million in current income tax expense arose primarily in connection with tax on income for tax purposes
that could not be reduced by the group's tax attributes in the current taxation year.

Net Loss from Continuing Operations

The net loss from continuing operations in the third quarter of fiscal 2025 was $121.9 million, as compared to a net loss of
$230.3 million in the third quarter of fiscal 2024. The year-over-year decrease in the net loss is primarily attributable to: (i) the year-
over-year change in other income (expense), net, of $73.3 million; and (ii) the decrease in operating loss from continuing operations.
These variances are described above.

Adjusted EBITDA (Non-GAAP Measure)

Our “Adjusted EBITDA” is a non-GAAP measure used by management that is not defined by U.S. GAAP and may not be
comparable to similar measures presented by other companies. Management calculates Adjusted EBITDA as the reported net income
(loss), adjusted to exclude income tax recovery (expense); other income (expense), net; loss on equity method investments; share-
based compensation expense; depreciation and amortization expense; asset impairment and restructuring costs; restructuring costs
recorded in cost of goods sold; and charges related to the flow-through of inventory step-up on business combinations, and further
adjusted to remove acquisition, divestiture, and other costs. Asset impairments related to periodic changes to our supply chain
processes are not excluded from Adjusted EBITDA given their occurrence through the normal course of core operational activities.
Accordingly, management believes that Adjusted EBITDA provides meaningful and useful financial information, as this measure
demonstrates the operating performance of businesses.
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The following table presents Adjusted EBITDA for the three months ended December 31, 2024 and 2023:

Three months ended December 31,

(in thousands of Canadian dollars) 2024 2023 $ Change % Change

Net loss from continuing operations $ (121,896) $ (230,276) $ 108,380 47 %
Income tax expense (recovery) 316 (1,077) 1,393 129%
Other (income) expense, net 97,758 171,037 (73,279) (43 %)
Share-based compensation 5,159 3,693 1,466 40 %
Acquisition, divestiture, and other costs 3,595 4,981 (1,386) (28 %)
Depreciation and amortization 10,314 12,240 (1,926) (16%)
Loss on asset impairment and restructuring 1,285 30,413 (29,128) (96 %)

Adjusted EBITDA $ (3,469) § (8,989) $ 5,520 61%

The Adjusted EBITDA loss in the third quarter of fiscal 2025 was $3.5 million, as compared to an Adjusted EBITDA loss of
$9.0 million in the third quarter of fiscal 2024. The year-over-year decrease in Adjusted EBITDA loss is primarily attributable to the
year-over-year decrease in our selling, general and administrative expenses.

Discussion of Results of Operations for the Nine Months Ended December 31, 2024

Nine months ended December 31,

(in thousands of Canadian dollars, except share amounts and

where otherwise indicated) 2024 2023 $ Change % Change
Selected consolidated financial information:
Net revenue $ 203,964 $ 224358 $ (20,394) (9%)
Gross margin percentage 34% 29% - 500 bps
Net loss from continuing operations $ (382,637) $ (389,007) $ 6,370 2%
Net loss from continuing operations

attributable to Canopy Growth Corporation $ (382,637) $ (389,007) $ 6,370 2%
Basic and diluted loss per share from

continuing operations’ $ 4.15) § (5.56) § 1.41 25%

! For the nine months ended December 31, 2024, the weighted average number of outstanding common shares, basic and diluted, totaled 92,172,660 (nine months
ended December 31,2023 - 69,918,744).

Revenue

We report net revenue in four segments: (i) Canada cannabis; (ii) international markets cannabis; (iii) Storz & Bickel; and (iv)
This Works. Revenue derived from the remainder of our operations are included within "other". The following table presents
segmented net revenue for the nine months ended December 31, 2024 and 2023:

Net Revenue Nine months ended December 31,
(in thousands of Canadian dollars) 2024 2023 $ Change % Change
Canada cannabis
Canadian adult-use cannabis! $ 58,424 $ 71,848 § (13,424) (19%)
Canadian medical cannabis? 57,059 48,695 8,364 17%
$ 115483 § 120,543 § (5,060) (4%)
International markets cannabis® $ 32,166 $ 29,666 $ 2,500 8%
Storz & Bickel $ 56,315 § 48,517 $ 7,798 16%
This Works $ - $ 21,256 $ (21,256) (100%)
Other - 4,376 (4,376) (100%)
Net revenue $ 203,964 $ 224,358 § (20,394) (9%)

Reflects excise taxes of $25,755 and other revenue adjustments, representing our determination of returns and pricing adjustments, of $3,424 for the nine months
ended December 31, 2024 (nine months ended December 31, 2023 - excise taxes of $31,596 and other revenue adjustments of $2,483).

2 Reflects excise taxes of $6,266 for the nine months ended December 31, 2024 (nine months ended December 31, 2023 - $4,827).

3 Reflects other revenue adjustments of $62 for the nine months ended December 31, 2024 (nine months ended December 31, 2023 - $454).

Net revenue was $204.0 million in the nine months ended December 31, 2024, a decrease of $20.4 million as compared to
$224.4 million in the nine months ended December 31, 2023.
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Canada cannabis

Net revenue from our Canada cannabis segment was $115.5 million in the nine months ended December 31, 2024, as compared
to $120.5 million in the nine months ended December 31, 2023.

Canadian adult-use cannabis net revenue was $58.4 million in the nine months ended December 31, 2024, as compared to $71.8
million in the nine months ended December 31, 2023. The year-over-year decrease is primarily attributable to lower sales volumes,
which were partially affected by supply constraints for certain products as a result of financial difficulties with our contract
manufacturers and lower sales velocity on our core flower and PRJ offerings due to continued increase in price competition, partially
offset by contributions from new product launches and opportunistic bulk sales.

Canadian medical cannabis net revenue was $57.1 million in the nine months ended December 31, 2024, as compared to $48.7
million in the nine months ended December 31, 2023. The year-over-year increase is primarily attributable to an increase in the
average size of medical orders placed by our customers due largely to an increase in the percentage of insured customers, and a larger
assortment of cannabis product choices offered to our customers.

International markets cannabis

International markets cannabis revenue was $32.2 million in the nine months ended December 31, 2024, as compared to $29.7
million in the nine months ended December 31, 2023. The year-over-year increase is primarily attributable to the increased shipments
of flower products in Europe, driven by Poland and Germany, which was offset by a decline in our Australian medical business.

Storz & Bickel

Revenue from Storz & Bickel was $56.3 million in the nine months ended December 31, 2024, as compared to $48.5 million in
the nine months ended December 31, 2023. The year-over-year increase is primarily attributable to strong growth in Germany, the
U.S., and the United Kingdom, sales of our Mighty vaporizer and contribution from Venty, our newest portable vaporizer.

This Works

Revenue from This Works was $nil in the nine months ended December 31, 2024, as compared to $21.3 million in the nine
months ended December 31, 2023. The year-over-year decrease is due to the completion of the divestiture of This Works on
December 18, 2023.

Cost of Goods Sold and Gross Margin

The following table presents cost of goods sold, gross margin and gross margin percentage on a consolidated basis for the nine
months ended December 31, 2024 and 2023:

Nine months ended December 31,

(in thousands of Canadian dollars except where indicated) 2024 2023 $ Change % Change

Net revenue $ 203,964 $ 224358 $ (20,394) (9%)

Cost of goods sold $ 134,997 $ 158,944  $ (23,947) (15%)
Gross margin 68,967 65,414 3,553 5%
Gross margin percentage 34% 29% - 500 bps

Cost of goods sold was $135.0 million in the nine months ended December 31, 2024, as compared to $158.9 million in the nine
months ended December 31, 2023. Our gross margin was $69.0 million in the nine months ended December 31, 2024, or 34% of net
revenue, as compared to a gross margin of $65.4 million and gross margin percentage of 29% of net revenue in the nine months ended
December 31, 2023. The year-over-year increase in the gross margin percentage is primarily attributable to:

e Improvement in our Canada cannabis segment, primarily attributable to: (i) the realized benefit of our cost savings program and
strategic changes to our business that were initiated in the fourth quarter of fiscal 2023; (ii) a year-over-year decrease in write-
downs of excess inventory; and (iii) a shift in channel mix to higher margin medical sales; and

e Improvement in our international markets cannabis segment, primarily due to an increase in sales mix to higher-margin Poland
as well as a lower overall cost structure.

Partially offset by costs related to new product launches, increased price competition and indirect costs.
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We report gross margin and gross margin percentage in four segments: (i) Canada cannabis; (ii) international markets cannabis;
(iii) Storz & Bickel; and (iv) This Works. Cost of sales associated with the remainder of our operations are included within "other".
The following table presents segmented gross margin and gross margin percentage for the nine months ended December 31, 2024 and
2023:

Nine months ended December 31,

(in thousands of Canadian dollars except where indicated) 2024 2023 $ Change % Change
Canada cannabis segment
Net revenue $ 115,483 $ 120,543  $ (5,060) (4%)
Cost of goods sold 81,258 95,203 (13,945) (15%)
Gross margin 34,225 25,340 8,885 35%
Gross margin percentage 30% 21% 900 bps
International markets cannabis segment
Revenue $ 32,166 $ 29,666 $ 2,500 8%
Cost of goods sold 18,869 19,302 (433) (2%)
Gross margin 13,297 10,364 2,933 28%
Gross margin percentage 41% 35% 600 bps
Storz & Bickel segment
Revenue $ 56,315  $ 48,517  $ 7,798 16%
Cost of goods sold 34,870 27,443 7,427 27%
Gross margin 21,445 21,074 371 2%
Gross margin percentage 38% 43% (500) bps
This Works segment
Revenue $ - 8 21,256 S (21,256) (100%)
Cost of goods sold - 10,722 (10,722) (100%)
Gross margin - 10,534 (10,534) (100%)
Gross margin percentage -% 50% (5,000) bps
Other
Revenue $ - 8 4376 S (4,376) (100%)
Cost of goods sold - 6,274 (6,274) (100%)
Gross margin - (1,898) 1,898 100%
Gross margin percentage -% (43%) 4,300 bps

Canada cannabis

Gross margin for our Canada cannabis segment was $34.2 million in the nine months ended December 31, 2024, or 30% of net
revenue, as compared to $25.3 million in the nine months ended December 31, 2023, or 21% of net revenue. The year-over-year
increase in the gross margin percentage was primarily attributable to: (i) the realized benefit of our cost savings program and strategic
changes to our business that were initiated in the fourth quarter of fiscal 2023; (ii) a year-over-year decrease in write-downs of excess
inventory; and (iii) strong Canadian medical cannabis sales. Offset by costs related to new product launches and increased price
competition.

International markets cannabis

Gross margin for our international markets cannabis segment was $13.3 million in the nine months ended December 31, 2024,
or 41% of net revenue, as compared to $10.4 million in the nine months ended December 31, 2023, or 35% of net revenue. The year-
over-year increase in the gross margin percentage is primarily attributable to the shift in sales mix to higher-margin Poland as well as a
lower cost structure relating to our overall international cannabis operations.

Storz & Bickel

Gross margin for our Storz & Bickel segment was $21.4 million in the nine months ended December 31, 2024, or 38% of net
revenue, as compared to $21.1 million in the nine months ended December 31, 2023, or 43% of net revenue. The year-over-year
decrease in the gross margin percentage is driven primarily by a shift in product mix as additional rebates were provided to clear out
remaining stock of a previously planned discontinued product and increases in indirect costs.
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This Works

Gross margin for our This Works segment was $nil in the nine months ended December 31, 2024, or 0% of net revenue, as
compared to $10.5 million in the nine months ended December 31, 2023, or 50% of net revenue. The year-over-year decrease in the
gross margin percentage is due to the completion of the divestiture of This Works (the “This Works Divestiture”) on December 18,
2023.

Operating Expenses
The following table presents operating expenses for the nine months ended December 31, 2024 and 2023:

Nine months ended December 31,

(in thousands of Canadian dollars) 2024 2023 $ Change % Change
Operating expenses
General and administrative $ 52,689 $ 69,667 $ (16,978) (24%)
Sales and marketing 45,676 58,678 (13,002) (22%)
Acquisition, divestiture, and other costs 14,741 24,373 (9,632) (40%)
Depreciation and amortization 18,068 22,092 (4,024) (18%)
Selling, general and administrative expenses 131,174 174,810 (43,636) (25%)
Share-based compensation expense 14,531 10,127 4,404 43%
Loss (gain) on asset impairment and restructuring 22,135 2,452 19,683 803%
Total operating expenses $ 167,840 $ 187,389 $ (19,549) (10%)

Selling, general and administrative expenses

Selling, general and administrative expenses were $131.2 million in the nine months ended December 31, 2024, as compared to
$174.8 million in the nine months ended December 31, 2023.

General and administrative expense was $52.7 million in the nine months ended December 31, 2024, as compared to $69.7
million in the nine months ended December 31, 2023. The year-over-year decrease is primarily attributable to: (i) the divestiture of
This Works on December 18, 2023 and (ii) the impact of the restructuring actions and cost savings program initiated in the fourth
quarter of fiscal 2023.

Sales and marketing expense was $45.7 million in the nine months ended December 31, 2024, as compared to $58.7 million in
the nine months ended December 31, 2023. The year-over-year decrease is primarily attributable to: (i) the divestiture of This Works
on December 18, 2023 and (ii) the impact of the restructuring actions and cost savings program initiated in the fourth quarter of fiscal
2023.

Acquisition, divestiture, and other costs were $14.7 million in the nine months ended December 31, 2024, as compared to $24.4
million in the nine months ended December 31, 2023. In the nine months ended December 31, 2024, costs were incurred primarily in
relation to:

o continued legal costs arising from the restatement of our consolidated financial statements in connection with the review of the
financial reporting matters related to the BioSteel business unit;

e the Reorganization of Canopy USA;

e costs associated with the Debt Acquisition of Acreage; and

e costs relating to the modification of the Credit Agreement that occurred in August 2024.

Comparatively, in the nine months ended December 31, 2023, costs were incurred primarily in relation to:

e costs relating to the modification of the Credit Agreement that occurred in July 2023;

o legal and audit costs arising from the restatement of our consolidated financial statements in connection with the review of the
financial reporting matters related to the BioSteel business unit;

e the Reorganization of Canopy USA; and

e cvaluating other potential acquisition opportunities.

Depreciation and amortization expense was $18.1 million in the nine months ended December 31, 2024, as compared to $22.1
million in the nine months ended December 31, 2023. The year-over-year decrease is primarily attributable to the previously-noted
restructuring actions and cost savings programs, including the closure of certain of our Canadian facilities and other operational
changes to implement cultivation-related efficiencies and improvements in the Canadian adult-use cannabis business.
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Share-based compensation expense

Share-based compensation expense was $14.5 million in the nine months ended December 31, 2024, as compared to $10.1
million in the nine months ended December 31, 2023. The year-over-year increase is primarily attributable to: (i) the first quarter of
fiscal 2025 grant of 0.8 million options and 0.7 million restricted share units, and (ii) higher forfeitures in the first three quarters of
fiscal 2024 due to previously-noted restructuring actions.

Loss on asset impairment and restructuring

Loss on asset impairment and restructuring recorded in operating expenses were $22.1 million in the nine months ended
December 31, 2024, as compared to $2.5 million in the nine months ended December 31, 2023.

Loss on asset impairment and restructuring recorded in the nine months ended December 31, 2024 related primarily to the non-
cash impairment of divestiture-related assets, employee restructuring costs, and ongoing holding costs to maintain previously
restructured sites. These amounts were offset by a gain related to remeasurement of a lease liability upon execution of the surrender
agreement.

Comparatively, in the nine months ended December 31, 2023, the loss on asset impairment and restructuring was primarily
related to charges associated with the completion of the This Works Divestiture, as $28.1 million of write-downs occurred due to the
sale. In addition, there were various incremental impairment losses and other costs associated with the restructuring of our Canadian
cannabis operations that were initiated in the three months ended March 31, 2023. These charges were offset by a gain on the sale of
our production facility at 1 Hershey Drive in Smiths Falls, Ontario. The gain is due to the sale proceeds exceeding the carrying value
that was previously impaired at March 31, 2023.

Other

The following table presents other income (expense), net, and income tax expense for the nine months ended December 31,
2024 and 2023:

Nine months ended December 31,

(in thousands of Canadian dollars) 2024 2023 $ Change % Change
Other income (expense), net (276,952) (253,270) (23,682) (9%)
Income tax expense (6,812) (13,762) 6,950 51%

Other income (expense), net

Other income (expense), net was an expense amount of $277.0 million in the nine months ended December 31, 2024, as
compared to an expense amount of $253.3 million in the nine months ended December 31, 2023. The year-over-year change of $23.7
million is primarily attributable to:

e Change of $48.7 million related to non-cash fair value changes on our Canopy USA related and other financial assets, from an
expense amount of $163.9 million in the nine months ended December 31, 2023 to an expense amount of $212.6 million in the
nine months ended December 31, 2024. The expense amount recognized in the nine months ended December 31, 2024 is
primarily attributable to fair value decreases relating to our investments in:

o the Canopy USA equity method investment in the amount of $230.0 million;

0 the Acreage Debt loan receivable, in the amount of $1.2 million, primarily attributable to changes in market
conditions and assumptions;

o the Acreage financial instrument, in the amount of $31.8 million. On a quarterly basis, we determine the fair value
of the Acreage financial instrument using a probability-weighted expected return model, incorporating several
potential scenarios and outcomes associated with the Acreage Amended Arrangement. The fair value decrease in the
nine months ended December 31, 2024 is primarily attributable to an increase of approximately 75% in our share
price up to the Deconsolidation Date (as defined below), relative to an increase of approximately 46% in Acreage’s
share price during that same period. As a result, the model at the Deconsolidation Date reflects both a higher
estimated value of the Canopy Growth common shares that were expected to be issued upon Canopy USA’s
acquisition of Acreage, and a higher estimated value of the Acreage shares that were expected to be acquired at that
time. In the period up to the Deconsolidation Date, the relative share price movements resulted in a decrease in the
value of the Acreage financial instrument; and

o Indiva Limited (“Indiva”) shares, in the amount of $2.8 million due a decrease in their share price as a result of their
CCAA proceedings.

These fair value decreases were partially offset by fair value increases related to our investments in:
0 the Elevate loan receivable, in the amount of $24.8 million relating to fair value movements in consideration of the
debtor's net assets;
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0 the TerrAscend Exchangeable Shares, in the amount of $17.3 million, which was primarily attributable to an
increase of approximately 16% in TerrAscend’s share price up to April 30, 2024, being the date that Canopy
Growth deconsolidated the financial results of Canopy USA (the “Deconsolidation Date”);

o the TerrAscend Warrants, in the amount of $7.9 million, which was primarily attributable to an increase of
approximately 16% in TerrAscend’s share price up to the Deconsolidation Date; and

0 the Acreage debt Option Premium, in the amount of $3.1 million related to closing of the Acreage Debt Acquisition
and release of the amount that was previously held in escrow pursuant to the Option Agreement.

Comparatively, the expense amount in the nine months ended December 31, 2023 was primarily attributable to fair value
decreases relating to our investments in: (i) the Wana financial instrument ($111.8 million); (ii) the Jetty financial instrument
($27.2 million); (iii) the Acreage financial instrument ($22.3 million); and (iv) the Acreage Hempco debenture ($15.8 million).
The fair value decreases were partially offset by fair value increases associated with our investments in: (i) the TerrAscend
Exchangeable Shares ($10.2 million); and (ii) the TerrAscend Warrants ($2.7 million).

e Decrease in expense of $30.6 million related to non-cash fair value changes on our debt, from $30.6 million in the nine months
ended December 31, 2023 to $nil in the nine months ended December 31, 2024. The year-over-year change is driven primarily
by the fair value change of the CBI Note in the nine months ended December 31, 2023. In the nine months ended December 31,
2024 there are no debt balances recorded at fair value.

e Change of $52.6 million related to fair value changes on acquisition related contingent consideration and other, from an income
amount of $19.1 million in the nine months ended December 31, 2023 to an expense amount of $33.5 million in the nine
months ended December 31, 2024. The fair value change in the nine months ended December 31, 2024 relates primarily to
various acquisition related contingent consideration. Comparatively, the fair value change in the nine months ended December
31, 2023, related primarily to the estimated deferred payments associated with our investment in Wana.

e Change of $35.6 million related to charges associated with the settlement of our debt, from an expense amount of $13.1 million
in the nine months ended December 31, 2023 to an income amount of $22.4 million in the nine months ended December 31,
2024. In the nine months ended December 31, 2024 we recognized a gain of $22.4 million, primarily in connection with the
exchange of the CBI Note. Comparatively, in the nine months ended December 31, 2023, we recognized a charge in the
amount of $13.1 million which is primarily due to the settlement of our unsecured senior notes and principal repayments on the
Credit Facility.

e Decrease in interest income of $7.4 million, from $13.8 million in the nine months ended December 31, 2023 to $6.4 million in
the nine months ended December 31, 2024. The year-over-year decrease is attributable to lower cash and cash equivalents and
short-term investment balances.

e Decrease in interest expense of $25.0 million, from $84.2 million in the nine months ended December 31, 2023 to $59.2
million in the nine months ended December 31, 2024. The year-over-year decrease is primarily attributable to the reduction of
our debt balances.

Income tax expense

Income tax expense in the nine months ended December 31, 2024 was $6.8 million, compared to income tax expense of $13.8
million in the nine months ended December 31, 2023. In the nine months ended December 31, 2024, income tax expense consisted of
deferred income tax expense of $6.4 million (compared to an expense of $13.4 million in the nine months ended December 31, 2023)
and current income tax expense of $0.4 million (compared to an expense of $0.4 million in the nine months ended December 31,
2023).

The decrease of $7.0 million in the deferred income tax expense is primarily a result of: (i) a decrease due to the settlements of
the Canopy Notes (as defined below) in fiscal 2024 relative to the settlements of the CBI Note in fiscal 2025; and (ii) an increase due
to the realization of deferred taxes for entities that historically did not meet the deferred tax asset recognition criteria.

The current income tax expense remained consistent period over period and arose primarily in connection with tax on income
for tax purposes that could not be reduced by the group's tax attributes in the current taxation year.

Net Loss from Continuing Operations

The net loss from continuing operations in the nine months ended December 31, 2024 was $382.6 million, as compared to a net
loss of $389.0 million in the nine months ended December 31, 2023. The year-over-year decrease in the net loss is primarily
attributable to: (i) the decrease in selling, general and administrative expenses and improvement in gross margins; (ii) reduction in
income tax expense; and (iii) offset by the year-over-year change in other income (expense), net of $23.7 million. These variances are
described above.
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Adjusted EBITDA (Non-GAAP Measure)

Our “Adjusted EBITDA” is a non-GAAP measure used by management that is not defined by U.S. GAAP and may not be
comparable to similar measures presented by other companies. Management calculates Adjusted EBITDA as the reported net income
(loss), adjusted to exclude income tax recovery (expense); other income (expense), net; loss on equity method investments; share-
based compensation expense; depreciation and amortization expense; asset impairment and restructuring costs; restructuring costs
recorded in cost of goods sold; and charges related to the flow-through of inventory step-up on business combinations, and further
adjusted to remove acquisition, divestiture, and other costs. Asset impairments related to periodic changes to our supply chain
processes are not excluded from Adjusted EBITDA given their occurrence through the normal course of core operational activities.
Accordingly, management believes that Adjusted EBITDA provides meaningful and useful financial information, as this measure
demonstrates the operating performance of businesses.

The following table presents Adjusted EBITDA for the nine months ended December 31, 2024 and 2023:

Nine months ended December 31,

(in thousands of Canadian dollars) 2024 2023 $ Change % Change

Net loss from continuing operations $ (382,637) $ (389,007) $ 6,370 2%
Income tax expense 6,812 13,762 (6,950) (51%)
Other (income) expense, net 276,952 253,270 23,682 9%
Share-based compensation 14,531 10,127 4,404 43 %
Acquisition, divestiture, and other costs 16,300 24,373 (8,073) (33%)
Depreciation and amortization 31,651 41,881 (10,230) (24 %)
Loss on asset impairment and restructuring 22,135 2,452 19,683 803 %
Restructuring costs recorded in cost of goods sold - (689) 689 100 %

Adjusted EBITDA $ (14,256) $ (43,831) $ 29,575 67 %

The Adjusted EBITDA loss in the nine months ended December 31, 2024 was $14.3 million, as compared to an Adjusted
EBITDA loss of $43.8 million in the nine months ended December 31, 2023. The year-over-year decrease in Adjusted EBITDA loss
is primarily attributable to the year-over-year increase in our gross margin and the year-over-year decrease in our selling, general and
administrative expenses.

Part 3 — Financial Liquidity and Capital Resources

The Interim Financial Statements have been prepared in accordance with generally accepted accounting principles on a going
concern basis, which contemplates the realization of assets and the satisfaction of liabilities in the normal course of business.

In our condensed interim consolidated financial statements for the quarterly period ended December 31, 2023, we raised
substantial doubt about our ability to continue as a going concern for at least twelve months from the issuance of those condensed
interim consolidated financial statements, due to certain material debt obligations coming due in the short-term, recurring losses from
operations and additional required financing to fund our business and operations.

As of the filing of the Annual Report, we were able to successfully mitigate the substantial doubt by completing several balance
sheet actions as further described in the Annual Report. During the nine months ended December 31, 2024, we completed additional
actions and established our at-the-market equity program (the “ATM Program”), issued and sold an aggregate of 39,519,029 common
shares for gross proceeds of $256.0 million under the ATM Program, amended the terms of the Credit Facility thereby extending the
maturity date of the Credit Facility, made a mandatory US$100.0 million prepayment of the Credit Facility (as defined below), which
significantly reduced our short-term debt obligation, received additional proceeds from the liquidation and sale of assets of BioSteel
Canada, and completed the Lease Renegotiation, which is expected to reduce our potential lease payment obligation. We continue to
evaluate different strategies and may pursue additional actions that are expected to further increase our liquidity position, including,
but not limited to, pursuing additional actions to find cost-savings and seeking additional financing from both the public and private
markets through the issuance of equity and/or debt securities.

We have access to further liquidity through public offerings of equity and debt securities. To facilitate such offerings, in June
2024, we filed (a) a shelf registration statement with the SEC that is effective for a term of three years and expires in June 2027 (the
“Shelf Registration Statement”); and (b) a short form base shelf prospectus dated June 5, 2024 that is effective for a 25 month period
(the “Canadian Shelf Prospectus”). The amount of securities to be issued pursuant to the Shelf Registration Statement was not
specified when it was filed and there is no specific dollar limit on the amount of securities we may issue. Pursuant to the Canadian
Shelf Prospectus we may sell securities up to an aggregate total offering price of US$500 million (or the equivalent thereof in other
currencies). The securities covered by the Shelf Registration Statement and the Canadian Shelf Prospectus include: (i) common shares;
(i1) exchangeable shares; (iii) debt securities; (iv) subscription receipts; (v) warrants; and (vi) units consisting of one or more of such
securities or any combination of these securities. The specifics of any future offerings, along with the use of proceeds of any securities
offered, will be described in detail in a prospectus supplement, or other offering materials, at the time of any offering.
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We may also access liquidity through the ATM Program, pursuant to which we may sell, from time to time, up to US$22.5
million of additional common shares of the Company as of the date hereof. Refer to Notes 19 and 30 to the Interim Financial
Statements.

As aresult of our plans above and our financial results at December 31, 2024, we conclude that the substantial doubt about our
ability to continue as a going concern continues to be alleviated.

As of December 31, 2024, we had cash and cash equivalents of $161.9 million and short-term investments of $16.4 million.
We have recently completed the following debt and equity financings and repayments:

e On April 18,2024, we entered into the April 2024 Exchange Agreement with Greenstar, pursuant to which Greenstar
completed the Note Exchange, calculated based on a price per Exchangeable Share equal to $8.91. Pursuant to the terms of the
April 2024 Exchange Agreement, all accrued but unpaid interest on the CBI Note together with the remaining principal amount
of the CBI Note was cancelled and forgiven for no additional consideration by Greenstar. Following the closing of the Note
Exchange, there is no outstanding balance owing under the CBI Note and the CBI Note has been cancelled.

e On May 2, 2024, we entered into the Exchange and Subscription Agreement with the May 2024 Investor pursuant to which,
among other things, the May 2024 Investor delivered to us approximately $27.5 million aggregate principal amount of
outstanding Supreme Debentures and Accretion Debentures held by the May 2024 Investor and paid us approximately $68.3
million (US$50.0 million) in exchange for us issuing to the May 2024 Investor (i) the May 2024 Convertible Debenture with an
aggregate principal amount of approximately $96.4 million maturing five years from the Closing Date and (ii) 3,350,430 May
2024 Investor Warrants. Each May 2024 Investor Warrant entitles the holder to acquire one Canopy Share at an exercise price
equal to $16.18 per Canopy Share for a period of five years from the Closing Date. The May 2024 Convertible Debenture bears
interest at a rate of 7.50% per annum, payable in semi-annual payments in cash or, at our option, in Canopy Shares for the first
four semi-annual interest payments after the Closing Date, subject to satisfaction of certain conditions, including the prior
approval of the TSX.

The May 2024 Convertible Debenture is convertible into Canopy Shares at the option of the May 2024 Investor at a conversion
price equal to $14.38 per share. The May 2024 Convertible Debenture is subject to a forced conversion feature upon notice
from us in the event that the average closing trading price of the Canopy Shares on the TSX exceeds $21.57 for a period of 10
consecutive trading days. In addition, pursuant to the terms of the May 2024 Convertible Debenture, during Debenture ROFR
Term, we granted the May 2024 Investor a right of first refusal to subscribe for, and to be issued, as an investor in a Proposed
Financing; provided, however, that the May 2024 Investor shall subscribe for 25% of the Proposed Financing on the same
terms and conditions contemplated in the Proposed Financing.

e On June 6, 2024, we established the ATM Program that allows us to sell up to US$250 million of common shares of the
Company from treasury to the public from time to time at the Company’s discretion. As part of the ATM Program, during the
three months ended December 31, 2024 we sold an aggregate of 22,713,177 common shares at an average price of $5.17 per
common share, for gross proceeds of $117.5 million and net proceeds, inclusive of commissions and fees, of $115.7 million.
During the three months ended December 31, 2024, we paid an aggregate amount of $1.8 million as compensation to the agents
involved in the sale of our common shares under the ATM Program.

During the nine months ended December 31, 2024, we sold an aggregate of 39,519,029 common shares at an average price of
$6.48 per common share, for gross proceeds of $256.0 million and net proceeds, inclusive of commissions and fees, of $252.1
million. During the nine months ended December 31, 2024, we paid an aggregate amount of $3.9 million as compensation to
the agents involved in the sale of our common shares under the ATM Program. As of February 6, 2025, we can sell up to
US$22.5 million of our common shares under the ATM Program.

e On August 20, 2024, we entered into the August 2024 Supreme Convertible Debt Exchange with the August 2024 Investor
pursuant to which, among other things, the August 2024 Investor delivered to the Company approximately $2.7 million of
aggregate principal amount of outstanding Supreme Debentures held by the August 2024 Investor in exchange for 291,351
common shares of the Company and $0.03 million in cash for accrued interest.

In addition to the above, we continue to review and pursue selected external financing sources to ensure adequate financial
resources. These potential sources include, but are not limited to: (i) obtaining financing from traditional or non-traditional investment
capital organizations; (ii) obtaining funding from the sale of our common shares or other equity or debt instruments; and (iii) obtaining
debt financing with lending terms that more closely match our business model and capital needs. We may from time to time seek to
retire our outstanding debt through cash purchases and/or exchanges for equity securities, and open market purchases, privately
negotiated transactions or otherwise. Such repurchases or exchanges, if any, will depend on prevailing market conditions, our liquidity
requirements, contractual restrictions and other factors. The amounts involved may be material.
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Cash Flows
The following table presents cash flows for the nine months ended December 31, 2024 and 2023:

Nine months ended December 31,
(in thousands of Canadian dollars) 2024 2023
Net cash (used in) provided by:

Operating activities! $ (132,598) $ (259,891)
Investing activities $ (46,787) 202,106
Financing activities $ 164,618 (473,524)
Effect of exchange rate changes on cash and cash equivalents $ 6,376 (2,953)
Net decrease in cash and cash equivalents $ (8,391) (534,262)
Cash and cash equivalents, beginning of period® $ 170,300 677,007
Cash and cash equivalents, end of period* $ 161,909 $ 142,745

! Includes net cash used in operating activities from discontinued operations of $nil and $(53,930) for the nine months ended December 31, 2024 and 2023,
respectively.

2 Includes net cash provided by (used in) investing activities from discontinued operations of $13,414 and $(2,600) for the nine months ended December 31, 2024 and
2023, respectively.

3 Includes cash of our discontinued operations of $nil and $9,314 for March 31, 2024 and 2023, respectively.

4 Includes cash of our discontinued operations of $nil and $nil for December 31, 2024 and 2023, respectively.

Operating activities

Cash used in operating activities totaled $132.6 million in the nine months ended December 31, 2024, as compared to cash used
of $259.9 million in the nine months ended December 31, 2023. The decrease in the cash used in operating activities is primarily due
to: (i) the year-over-year decrease in our working capital spending, resulting from our previously-noted restructuring actions and cost
savings programs, including the closure of certain of our Canadian facilities and other operational changes to implement cultivation-
related efficiencies and improvements in the Canadian adult-use cannabis business; and (ii) a reduction in the cash interest paid
resulting from a reduction in our debt balances.

Investing activities

The cash used in investing activities totaled $46.8 million in the nine months ended December 31, 2024, as compared to cash
provided of $202.1 million in the nine months ended December 31, 2023.

In the nine months ended December 31, 2024, purchases of property, plant and equipment were $7.7 million, primarily related
to building improvements and production equipment enhancements made at certain of our Canadian cultivation and production
facilities. Comparatively, in the nine months ended December 31, 2023, we invested $3.2 million in production equipment
enhancements made at certain of our Canadian cultivation and production facilities, and at our Storz & Bickel facilities.

In the nine months ended December 31, 2024, our strategic investments in other financial assets were $95.3 million and related
primarily to the cash payment to acquire the outstanding principal, including all accrued and unpaid interest thereon, of Acreage’s
debt, being an amount up to US$150.0 million (the “Acreage Debt”). Comparatively, in the nine months ended December 31, 2023,
our strategic investments in other financial assets were $0.5 million and related primarily to our investment in Indiva.

Net redemptions of short-term investments in the nine months ended December 31, 2024 were $17.0 million, as compared to
net redemptions of $68.3 million in the nine months ended December 31, 2023. The year-over-year decrease in the net redemptions
reflects the continued redemption of our short-term investments, largely to fund operations and investing activities as described above.
As at December 31, 2024, we had short-term investments remaining of $16.4 million.

Net cash flow on sale or deconsolidation of subsidiaries in the nine months ended December 31, 2024 was an outflow of $7.0
million and related to the deconsolidation of Canopy USA, refer to Note 3 in the Company’s accompanying financial statements for
details. Comparatively, net cash flow in the nine months ended December 31, 2023 was an outflow of $3.7 and related to the
completion of the This Works Divestiture.

Additional cash inflows during the nine months ended December 31, 2024 include proceeds of $4.9 million from the sale of
property, plant and equipment, primarily in relation to previous restructuring actions. Comparatively, additional cash inflows during
the nine months ended December 31, 2023 include proceeds of $153.8 million from the sale of property, plant and equipment,
primarily relating to facilities sold in connection with the restructuring actions associated with our Canadian cannabis operations and
transition to an asset-light model.

Finally, net cash flow on loan receivable and other investing activities resulted in a cash inflow of $28.4 million in the nine
months ended December 31, 2024, primarily related to cash receipts from various loan repayments. Comparatively, net cash flow on
loan receivable and other investing activities in the nine months ended December 31, 2023 of $9.2 million primarily related to
completing the purchase of the remaining 45% of the common shares of Les Serres Vert Cannabis Inc., in connection with the
restructuring actions related to our Canadian cannabis operations initiated in the fourth quarter of fiscal 2023.
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Financing activities

The cash provided by financing activities in the nine months ended December 31, 2024 was $164.6 million, as compared to cash
used of $473.5 million in the nine months ended December 31, 2023. In the nine months ended December 31, 2024, $256.0 million in
gross proceeds were received from the sale of common shares as part of the ATM Program and $8.5 million in gross proceeds were
received from the exercise of warrants, these amounts were offset by share issuance costs of $6.6 million.

In addition, $68.3 million was received relating to the Exchange and Subscription Agreement, offset by long-term debt
repayments of $148.2 million which related primarily to the First Quarter 2025 Paydowns, Second Quarter 2025 Paydown, and the
Third Quarter 2025 Paydown.

Other financing activities resulted in a cash outflow of $19.9 million, which related primarily to: (i) finance lease payments and
(ii) share issuance costs, as noted above.

Comparatively, in the nine months ended December 31, 2023, we made repayments of long-term debt in the amount of $480.1
million, which related to the various paydowns of our Credit Facility and settlement of the 4.25% unsecured senior notes due in 2023
(the “Canopy Notes”). Other financing activity cash outflow of $27.2 million related primarily to payments made in connection with
terminating the finance lease for the cultivation facility in Mirabel, Quebec. In addition, debt extinguishment and issuance costs, and
share issue costs contributed to the cash outflow. The cash outflows were offset by proceeds from the issuance of common shares.

Free Cash Flow (Non-GAAP Measure)

Free cash flow is a non-GAAP measure used by management that is not defined by U.S. GAAP and may not be comparable to
similar measures presented by other companies. Management believes that free cash flow presents meaningful information regarding
the amount of cash flow required to maintain and organically expand our business, and that the free cash flow measure provides
meaningful information regarding our liquidity requirements.

The following table presents free cash flows for the three and nine months ended December 31, 2024, and 2023:

Three months ended December 31,  Nine months ended December 31,

(in thousands of Canadian dollars) 2024 2023 2024 2023
Net cash used in operating activities - continuing

operations $ (26,966) $ (33,348) § (132,598) $ (205,961)
Purchases of and deposits on property, plant

and equipment - continuing operations (1,215) (564) (7,724) (3,200)
Free cash flow! - continuing operations $ (28,181) $ (33,912) $ (140,322) $ (209,161)

'Free cash flow is a non-GAAP measure, and is calculated as net cash provided by (used in) operating activities, less purchases of and deposits on property, plant and
equipment.

Free cash flow in the three months ended December 31, 2024 was an outflow of $28.2 million, as compared to an outflow of
$33.9 million in the three months ended December 31, 2023. The year-over-year decrease in the free cash outflow primarily reflects
the decrease in cash used in operating activities, as described above.

Free cash flow in the nine months ended December 31, 2024 was an outflow of $140.3 million, as compared to an outflow of
$209.2 million in the nine months ended December 31, 2023. The year-over-year decrease in the free cash outflow primarily reflects
the decrease in cash used in operating activities, as described above.

Debt

Since our formation, we have financed our cash requirements primarily through the issuance of common shares of Canopy
Growth, including the $5.1 billion investment by CBI in the third quarter of fiscal 2019, and debt. Total debt outstanding as of
December 31, 2024 was $441.6 million, a decrease from $597.2 million as of March 31, 2024. The total principal amount owing was
$459.8 million at December 31, 2024, a decrease from $622.0 million at March 31, 2024. The decreases were primarily due to: (i) the
April 2024 Exchange Agreement, which resulted in the settlement of all amounts owing under the CBI Note; (ii) the First Quarter
2025 Paydowns resulting in an aggregate principal reduction of $11.2 million; (iii) the Second Quarter 2025 Paydown resulting in an
aggregate principal reduction of $1.1 million; (iv) the Third Quarter 2025 Paydown resulting in an aggregate principal reduction of
$137.7 million and (v) the August 2024 Supreme Convertible Debt Exchange (as defined below) and offset by the Exchange and
Subscription Agreement where a cash payment of approximately US$50 million was received and approximately $27.5 million of
aggregate principal amount outstanding Supreme Debentures and Accretion Debentures were settled in exchange for a new senior
unsecured convertible debenture with an aggregate principal amount of $96.4 million.
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Credit Facility

On March 18, 2021, the Company entered into a term loan credit agreement (the “Credit Agreement”) providing for a five-year,
first lien senior secured term loan facility in an aggregate principal amount of US$750.0 million (the “Credit Facility”).

The Company had the ability to obtain up to an additional US$500.0 million of incremental senior secured debt pursuant to the
Credit Agreement. Pursuant to the balance sheet actions completed in connection with the Reorganization, on October 24, 2022, we
entered into agreements with certain of our lenders under the Credit Agreement pursuant to which we agreed to purchase in the
aggregate US$187.5 million of the principal amount outstanding under the Credit Facility at a discounted price of US$930 per
US$1,000 or US$174.4 million in the aggregate. The first payment, which was oversubscribed, in the amount of approximately $117.5
million (US$87.9 million) was made on November 10, 2022 to reduce the principal indebtedness under the Credit Facility by
approximately $126.3 million (US$94.4 million). The second payment of approximately $116.8 million (US$87.2 million) was made
on April 17,2023 to reduce principal indebtedness under the Credit Facility by approximately $125.6 million (US$93.8 million).
Additionally, on October 24, 2022, we and certain of our lenders agreed to make certain amendments to the Credit Agreement which,
among other things, resulted in: (i) a reduction to the minimum liquidity covenant to no less than US$100.0 million following
completion of the second principal repurchase on April 17, 2023; (ii) certain changes to the application of net proceeds from asset
sales; (iii) the establishment of a new committed delayed draw term credit facility in an aggregate principal amount of US$100.0
million; and (iv) the elimination of the additional US$500.0 million incremental term loan facility.

On July 13, 2023, we entered into an amended Credit Agreement (the “Amended Credit Agreement”). The Amended Credit
Agreement required the Company to prepay or repurchase principal indebtedness under the Credit Facility in an amount equal to the
U.S. dollar equivalent of $93,000 at a discounted price of US$930 per US$1,000 (the “July 2023 Paydown”). In addition, pursuant to
the Amended Credit Agreement we agreed to apply certain net proceeds from asset sales to prepay or repurchase principal
indebtedness under the Credit Facility and receive principal reductions at, in certain circumstances, a discounted price of US$950 per
US$1,000. The Amended Credit Agreement also includes, among other things, amendments to the minimum liquidity covenant such
that the US$100.0 million minimum ceased to apply concurrently with the July 2023 Paydown. The July 2023 Paydown was made on
July 21, 2023.

On each of August 11, 2023 and September 14, 2023, pursuant to the terms of the Amended Credit Agreement, we repurchased
additional outstanding principal amounts under the Credit Facility using certain net proceeds from completed asset sales (the “Second
Quarter 2024 Paydowns”). The Second Quarter 2024 Paydowns resulted in an aggregate principal reduction of $73.3 million
(US$54.5 million) for a cash payment of $69.6 million (US$51.8 million).

On each of November 28, 2023 and December 27, 2023, pursuant to the terms of the Amended Credit Agreement, we
repurchased and repaid, as applicable, additional outstanding principal amounts under the Credit Facility using certain net proceeds
from completed asset sales (the “Third Quarter 2024 Paydowns™). The Third Quarter 2024 Paydowns resulted in an aggregate
principal reduction of $65.4 million (US$48.5 million) for a cash payment of $63.2 million (US$46.9 million).

On February 21, 2024, we repurchased and repaid, as applicable, additional outstanding principal amounts under the Credit
Facility (the “Fourth Quarter 2024 Paydowns”). The Fourth Quarter 2024 Paydowns resulted in an aggregate principal reduction of
$31.1 million (US$23.0 million) for a cash payment of $28.0 million (US$20.7 million).

On April 29, 2024 and June 28, 2024, we made the First Quarter 2025 Paydowns. The First Quarter 2025 Paydowns resulted in
an aggregate principal reduction of $11.2 million (US$8.2 million) for a cash payment of $11.2 million (US$8.2 million).

On August 8, 2024, we entered into an amendment (the “Amending Agreement”) with all of the lenders to the Credit Facility
under the Amended Credit Agreement. Pursuant to the terms of the Amending Agreement, the maturity date of the Credit Facility was
extended to December 18, 2026 and a mandatory US$97.5 million prepayment of the Credit Facility at 97.5% of par thereby reducing
the outstanding amount of the Credit Facility by US$100 million was required to be made by December 31, 2024. We made the
mandatory prepayment on October 16, 2024. In addition, the maturity date of the Credit Facility will be further extended to September
18, 2027 if an optional prepayment on the same terms is made on or before March 31, 2025. Borrowings under the Credit Facility are
available by either prime rate advances or SOFR advances. Prime rate advances bear interest at the applicable prime rate plus 7.50%
per annum and are subject to a prime rate floor of 2.00%. SOFR advances bear interest at the adjusted term SOFR rate plus 8.50% per
annum and are subject to an adjusted term SOFR rate floor of 1.00%. Our obligations under the Credit Facility are guaranteed by our
material wholly-owned Canadian and U.S. subsidiaries. The Credit Facility is secured by substantially all of our assets and our
material wholly-owned Canadian and U.S. subsidiaries, including material real property. The Amended Credit Agreement, as
amended by the Amending Agreement contains representations and warranties, and affirmative and negative covenants.

On September 27, 2024, we made the Second Quarter 2025 Paydown. The Second Quarter 2025 Paydown resulted in an
aggregate principal reduction of $1.1 million (US$0.9 million) for a cash payment of $1.1 million (US$0.9 million).

On October 16, 2024, we made the Third Quarter 2025 Paydown. The Third Quarter 2025 Paydown resulted in an aggregate
principal reduction of $137.7 million (US$100.0 million) for a cash payment of $134.3 million (US$97.5 million).
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Supreme Cannabis Convertible Debentures and Accretion Debentures

On October 19, 2018, The Supreme Cannabis Company, Inc. (“Supreme Cannabis”) issued 6.0% senior unsecured convertible
debentures (the “Supreme Debentures™) for gross proceeds of $100.0 million. On September 9, 2020, the Supreme Debentures were
amended to effect, among other things: (i) the cancellation of $63.5 million of principal amount of the Supreme Debentures; (ii) an
increase in the interest rate to 8% per annum; (iii) the extension of the maturity date to September 10, 2025; and (iv) a reduction in the
conversion price to $2.85.

In addition, on September 9, 2020, Supreme Cannabis issued new senior unsecured non-convertible debentures (the “Accretion
Debentures”). The principal amount began at $nil and accretes at a rate of 11.06% per annum based on the remaining principal amount
of the Supreme Debentures of $36.5 million to a maximum of $13.5 million, compounding on a semi-annual basis commencing on
September 9, 2020, and ending on September 9, 2023. As of September 9, 2023, the principal amount of the Accretion Debentures
was finalized as $10.4 million. The Accretion Debentures are payable in cash, but do not bear cash interest and are not convertible into
Supreme Shares (as defined below). The principal amount of the Accretion Debentures will amortize, or be paid, at 1.0% per month
over the 24 months prior to maturity.

As a result of the arrangement (the “Supreme Arrangement”) we completed with Supreme Cannabis on June 22, 2021 pursuant
to which we acquired 100% of the issued and outstanding common shares of Supreme Cannabis (the “Supreme Shares”), the Supreme
Debentures remain outstanding as securities of Supreme Cannabis, which, upon conversion will entitle the holder thereof to receive, in
lieu of the number of Supreme Shares to which such holder was theretofore entitled, the consideration payable under the Supreme
Arrangement that such holder would have been entitled to be issued and receive if, immediately prior to the effective time of the
Supreme Arrangement, such holder had been the registered holder of the number of Supreme Shares to which such holder was
theretofore entitled.

In connection with the Supreme Arrangement, we, Supreme Cannabis and Computershare Trust Company of Canada (the
“Trustee”) entered into a supplemental indenture whereby we agreed to issue common shares upon conversion of any Supreme
Debenture. In addition, we may force conversion of the Supreme Debentures outstanding with 30 days’ notice if the daily volume
weighted average trading price of our common shares is greater than $385.90 for any 10 consecutive trading days. We, Supreme
Cannabis and the Trustee entered into a further supplemental indenture whereby we agreed to guarantee the obligations of Supreme
Cannabis pursuant to the Supreme Debentures and the Accretion Debentures.

Prior to September 9, 2023, the Supreme Debentures were not redeemable. Beginning on and after September 9, 2023, Supreme
Cannabis may from time to time, upon providing 60 days prior written notice to the Trustee, redeem the Supreme Debentures
outstanding, provided that the Accretion Debentures have already been redeemed in full.

Refer to the May 2024 Convertible Debenture details below for details on partial settlement of the Supreme Debentures and
Accretion Debentures.

On August 20, 2024, we entered into the August 2024 Supreme Convertible Debt Exchange with the August 2024 Investor
pursuant to which, among other things, the August 2024 Investor delivered to the Company approximately $2.7 million of aggregate
principal amount of outstanding Supreme Debentures held by the August 2024 Investor in exchange for 291,351 common shares of
the Company and $0.03 million in cash for accrued interest.

May 2024 Convertible Debenture

On May 2, 2024, we entered into the Exchange and Subscription Agreement with the May 2024 Investor pursuant to which,
among other things, the May 2024 Investor delivered to us approximately $27.5 million aggregate principal amount of outstanding
Supreme Debentures and Accretion Debentures held by the May 2024 Investor and paid us approximately US$50 million in exchange
for us issuing to the May 2024 Investor (i) the May 2024 Convertible Debenture with an aggregate principal amount of $96.4 million
maturing five years from the Closing Date of the Transaction and (ii) 3,350,430 May 2024 Investor Warrants of Canopy Growth. Each
May 2024 Investor Warrant entitles the holder to acquire one Canopy Share at an exercise price equal to $16.18 per Canopy Share for
a period of five years from the Closing Date. The May 2024 Convertible Debenture bears interest at a rate of 7.50% per annum,
payable in semi-annual payments in cash or, at our option, in Canopy Shares for the first four semi-annual interest payments after the
Closing Date, subject to satisfaction of certain conditions, including the prior approval of the TSX.

The May 2024 Convertible Debenture is convertible into Canopy Shares at the option of the May 2024 Investor at a conversion
price equal to $14.38 per share. The May 2024 Convertible Debenture is subject to a forced conversion feature upon notice from us in
the event that the average closing trading price of the Canopy Shares on the TSX exceeds $21.57 for a period of 10 consecutive
trading days. In addition, pursuant to the terms of the May 2024 Convertible Debenture, during the Debenture ROFR Term, we
granted the May 2024 Investor a right of first refusal to subscribe for, and to be issued, as an investor in a Proposed Financing;
provided, however, that the May 2024 Investor shall subscribe for 25% of the Proposed Financing on the same terms and conditions
contemplated in the Proposed Financing.
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Contractual Obligations and Commitments

Other than changes to our Supreme Cannabis Convertible Debentures and Accretion Debentures, the May 2024 Convertible
Debenture, the CBI Note, the First Quarter 2025 Paydowns, the Second Quarter 2025 Paydown, the Third Quarter 2025 Paydown, the
Lease Renegotiation and certain agreements entered into in connection with the Reorganization, the Reorganization Amendments and
the Additional Reorganization Amendments, as described above under “Recent Developments”, there have been no material changes
to our contractual obligations and commitments from the information provided in the MD&A section in the Annual Report.

Off-Balance Sheet Arrangements

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

Critical Accounting Policies and Estimates

There have been no material changes to our critical accounting policies and estimates from the information provided in the
MD&A section in the Annual Report.

Impairment of goodwill

We do not believe that an event occurred or circumstances changed during the third quarter of fiscal 2025 that would, more
likely than not, reduce the fair value of the Storz & Bickel reporting unit below its carrying value. Therefore, we concluded that the
quantitative goodwill impairment assessment was not required for the Storz & Bickel reporting unit at December 31, 2024. The
carrying value of goodwill associated with the Storz & Bickel reporting unit was $44,093 at December 31, 2024.

We are required to perform our next annual goodwill impairment analysis on March 31, 2025, or earlier should there be an event
that occurs or circumstances change that would more likely than not reduce the fair value of a reporting unit below its carrying
amount.

Item 3. Quantitative and Qualitative Disclosures About Market Risk.

Market risk is the potential economic loss arising from adverse changes in market factors. As a result of our global operating,
acquisition and financing activities, we are exposed to market risk associated with changes in foreign currency exchange rates, interest
rates and equity prices. To manage the volatility relating to these risks, we may periodically purchase derivative instruments including
foreign currency forwards. We do not enter into derivative instruments for trading or speculative purposes.

Foreign currency risk

Our Interim Financial Statements are presented in Canadian dollars. We are exposed to foreign currency exchange rate risk as
the functional currencies of certain subsidiaries, including those in the United States and Europe, are not in Canadian dollars. The
translation of foreign currencies to Canadian dollars is performed for balance sheet accounts using exchange rates in effect at the
balance sheet date, and for revenues and expense using an average exchange rate for the period. Therefore, fluctuations in the value of
the Canadian dollar affect the reported amounts of net revenue, expenses, assets and liabilities. The resulting translation adjustments
are reported as a component of accumulated other comprehensive income or loss on the consolidated balance sheet.

A hypothetical 10% change in the U.S. dollar against the Canadian dollar compared to the exchange rate at December 31, 2024,
would affect the carrying value of net assets by approximately $9.4 million, with a corresponding impact to the foreign currency
translation account within accumulated other comprehensive income (loss). A hypothetical 10% change in the euro against the
Canadian dollar compared to the exchange rate at December 31, 2024, would affect the carrying value of net assets by approximately
$20.5 million, with a corresponding impact to the foreign currency translation account within accumulated other comprehensive
income (loss).

We also have exposure to changes in foreign exchange rates associated with transactions which are undertaken by our
subsidiaries in currencies other than their functional currency. As a result, we have been impacted by changes in exchange rates and
may be impacted for the foreseeable future.

Foreign currency derivative instruments may be used to hedge existing foreign currency denominated assets and liabilities,
forecasted foreign currency denominated sales/purchases to/from third parties as well as intercompany sales/purchases, intercompany
principal and interest payments, and in connection with acquisitions, divestitures or investments outside of Canada. Historically, while
we have purchased derivative instruments to mitigate the foreign exchange risks associated with certain transactions, the impact of
these hedging transactions on our financial statements has been immaterial.

Interest rate risk

Our cash equivalents and short-term investments are held in both fixed-rate and adjustable-rate securities. Investments in fixed-
rate instruments carry a degree of interest rate risk. The fair value of fixed-rate securities may be adversely impacted due to a rise in
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interest rates. Additionally, a falling-rate environment creates reinvestment risk because as securities mature, the proceeds are
reinvested at a lower rate, generating less interest income. As at December 31, 2024, our cash and cash equivalents, and short-term
investments consisted of $32.7 million in interest rate sensitive instruments (March 31, 2024 — $88.0 million).

Our financial liabilities consist of long-term fixed rate debt and floating-rate debt. Fluctuations in interest rates could impact our
cash flows, primarily with respect to the interest payable on floating-rate debt.

Decrease in Fair Value -

Aggregate Notional Value Fair Value Hypothetical 1% Rate Increase
December 31, March 31, December 31, March 31, December 31, March 31,
2024 2024 2024 2024 2024 2024
Promissory note $ - $ 100,000 $ - $ 89224 § - 3 (523)
Fixed interest rate debt 99,356 38,186 N/A N/A N/A N/A
Variable interest rate debt 360,481 469,819 N/A N/A N/A N/A

Equity price risk

We hold other financial assets and liabilities in the form of investments in shares, warrants, options, put liabilities, and
convertible debentures that are measured at fair value and recorded through either net income (loss) or other comprehensive income
(loss). We are exposed to price risk on these financial assets, which is the risk of variability in fair value due to movements in equity
or market prices.

Information regarding the fair value of financial instrument assets and liabilities that are measured at fair value on a recurring
basis, and the relationship between the unobservable inputs used in the valuation of these financial assets and their fair value is
presented in Note 23 of the Interim Financial Statements.
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