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Cresco Labs: Core Markets Deep Dive

Investment Thesis

We rate CRLBF Overweight. Cresco is a tier-1 MSO with a more focused operation than direct
peers (five states account for the bulk of revenues), EBITDA margins in the 30% range, one the best
retail franchises in the industry (its IL and OH dispensaries yield rev/store 2x the state averages),
and a thriving wholesale business (#1 in markets like IL, MA, PA, per BDSA). In our view, whether
rightly or wrongly, Cresco has been more prudent than peers (it has not added stores in FL since
mid 2023; it has yet to enter the fast-growing wholesale rec market in NY state), which has helped
improve its balance sheet and cash flow position. As we wrote in a recent report (12/16), we expect
CY25 to be a year of change for the US MJ industry (less so from the macro/reg context, but more
endogenous), and for some companies to emerge stronger. We would put Cresco in that camp.
Yes, we realize the main catalysts for MJ stocks revolve mostly around federal reform, but we
continue to advice investors make use of the current weakness taking a long-term view and be
selective. At 1.3x sales and 4.7x EBITDA (CY24), Cresco is attractively valued.

Note: we copy here verbatim CEO Charlie Bachtell’s comments from the latest conference call: “To
be successful, cannabis companies must be as dynamic as the market conditions; have a balance
sheet that enables flexibility and growth; and maintain an unwavering focus on the bottom line.
This is where Cresco Labs shines. We continue to prove out our strategy in every state we operate
in, maintaining and gaining share in some of the country's largest and most competitive markets.
We're leaning into our improved operating cash flow and profitability to seize on our businesses
momentum. We're making smart, high ROl investments in our core markets, reinforcing the
capabilities and infrastructure needed to win and exploring accretive, incremental M&A and new
business opportunities. And we're reinforcing our balance sheet with every decision. We'll also
continue to lead the way on federal reform as this is the ultimate unlock for the industry and its
stakeholders.

Core Markets Deep Dive

In this report, we provide a deep dive into Cresco’s operations in its five largest markets. We
estimate that five states account for the bulk of Cresco’s sales (as per our estimates, in this order:
IL, PA, FL, OH, MA). Our analysis in part relies on Headset data, state official numbers (especially
for FL and PA), and our proprietary surveys, plus company input (although we note Cresco does
not split sales by state). In this report, we are also adjusting our estimates based on revised state
level projections. Note: We rate Cresco Overweight in our MJ stock coverage. It could be said that
the main growth catalysts for the industry now at the state level are PA flipping rec and OH issuing
AU rules., if so, we note Cresco is well positioned in both states. See our latest macro views on the
sector here and a benchmarking of the tier 1 MSOs here.
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lllinois: Cresco is among the retail and wholesale leaders in IL. We calculate IL contributed $65Mn
to total Cresco 3Q24 sales (or 36% of the $180M reported).

e Retail: Cresco owns 10 stores in IL (a state with >230 stores, per the state regulator’s latest
report), which per management, yield rev/store double the state average. The state has
gone from 110 stores two years ago, to 160 a year ago to >230 now, which has eroded
rev/store for most players. For example, Verano reported IL retail sales of $37.3Mn for
3Q24, down 13% yoy, with retail share of 4.8% vs. 6.2% in 3Q23 (for market size we use
the official state data). So, on a per store basis, revenue pa was almost $15Mn for Verano
in 3024 (down from $17.2Mn in 3Q23). We assume $16Mn for Cresco stores (the state
average now is around $7-8Mn), for total IL retail sales of $40Mn or 34% of Cresco’s 3Q24
reported retail sales of $118Mn (which were stable yoy).

e Brand share: According to Headset, the Cresco brand portfolio had 13% overall share in
Illinois in 3Q24, only behind Ascend and Green Thumb (each with >16% share) among
MSOs. Per Headset, Cresco’s combined market share peaked in 1H21 at 19%. That said,
we understand Cresco does not provide data to Headset from its stores, so the Headset
share number may only be a good representation of Cresco’s share in IL 3™ party stores,
but not of overall brand portfolio market share in IL (thus Headset may also overstate the
total brand share of peers, which contribute store data to Headset). Indeed, per BDSA,
Cresco’s 3Q24 market share data was 17.6% (down yoy, but above the Headset number).

e  Category and brand color: Per Headset, in terms of brand mix, 57% of Cresco’s sales in 3

party stores in 3Q24 came from High Supply (value); 20% from Cresco; 9% Good News;
7% FloraCal (premium flower); 3% each from Mindy’s and Wonder Wellness (and Remedi
1%). In 3Q24, flower was 64% of sales, vape 18%, edibles 10%, and 4% each came from
concentrates and pre-rolls 4%. In flower, Cresco had 19% share in 3Q24 (76% from High
Supply, Cresco 16%; FloraCal 7%), with High Supply the #1 brand and Cresco #8. In vape,
it had 9% share (46% Cresco, 33% Good News, 17% High Supply), with its Cresco brand
#8. In edibles, Cresco had 11% share with a well-balanced portfolio (33% Good News;
Mindy’s 29%, Wonder Wellness 26%, FloraCal 13%); Good News was the #9 edibles brand
in 3Q24 in edibles, per Headset.

e Net wholesale revenue: For context, Verano reported net wholesale revenues of $13.4Mn

for 3Q24 (+10% yoy). Per Headset, Cresco generated wholesales in 3 party stores ~2.5x
Verano. But Headset counts Verano sales at its own stores as well as 3" party, while for
Cresco it only counts 3" party stores, so the Cresco net wholesale number could be in the
~$25Mn range. Note: We use Verano as a comp in several parts of this report, as they
provide revenue split by state for their retail as well as wholesale business.

WWW. zuanicassociates.com 3



20 December 2024 Cresco Labs: Core Markets Deep Dive

Pennsylvania: Per the Sunnyside website, Cresco has 17 stores in PA (see our initiation report for
color), and we understand it also operates a vibrant wholesale business. We calculate PA added
$55Mn to total company sales in 3Q24.

e We do not have Headset brand data for PA. Per BDSA, brand share wise across all stores,
we understand that Cresco is the market leader in PA, with high teens share in 3Q24,
almost 5pt above the #2 player.

e Per the latest state data report (11/1/24), there are 186 stores open and 32 operational
grower/processors. Total sales (at retail) for Jan-Oct were $1.4Bn (we realize the BDS
number is much lower than this, but for PA market size analysis we use the official state
number), up 8% yoy, and are on track for close to $1.7Bn for CY24 ($411Mn for 3Q24). As
of 11/1, there were 440,773 active patients (3.4% of PA’s population).

e We understand the Cresco stores, perform slightly above the state average (although the
actual number will depend on what market size we use: the state official number of
BDSA?). We roughly model that Cresco generated retail revenues in PA >$ 30Mn in 3Q24,
and $20-25Mn in net wholesale.

o Note: Re PA market trends, price deflation remains an issue, with average retail price
gram (dry leaf) of $7.73 and wholesale of $3.16 (both thru Oct), down 11% and 18%
respectively. But it should be noted that at least wholesale prices seem to be recovering
(up from $2.78 in Aug), and, even more importantly, the 8% YTD market growth is
impressive for a well-established medical program with continued new competition from
neighboring states (NJ, NY, MD, OH). Rec remains a possibility if legislators can agree (and
this is not just case of Democrats vs. Republicans, but in some cases about disagreements
within the respective parties).

Florida. We calculate in 3Q24 Cresco generated sales of $21Mn in the state (assuming $2.55Mn
revenues per annum per store), with the 33 Sunnyside stores yielding above average volumes per
store. Among operators with 3Q total sales volumes above 50,000 oz of flower items (including
pre-rolls), Cresco ranked #3 in volumes per store (2.31k oz in 3Q24), only behind Trulieve (4.05k)
and Curaleaf (2.47k). In fact, anecdotal menu scraping, shows the company stocks a wider range
of flower and pre-rolls SKUs. On the other hand, it lagged most of the large peers in extract volumes
per store.

e  Onlythree of FL operators disclose sales for the state. For 3Q24, Verano reported sales of
$45.3Mn (down 16% yoy and -8% qoq), Cansortium reported $22Mn (+3% yoy; -5% seq),
and Planet 13 disclosed $10.4Mn (no comparable base provided).

e During 3Q, Verano added 2 stores (ending 3Q with 79; it has 79 as of the latest OMMU
report for 12/6). Cansortium has remained at 35 stores since 3/1/24. Planet 13 opened 1
store during 3Q (early Aug) reaching 27 stores (and has 28 now). Cresco has remained at
33 stores since 9/8/23.
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e If we take 3Q store count averages of 78, 35, and 26.5 respectively, this would imply the
Verano stores yielded revenue of $2.32Mn annualized; Cansortium $2.51Mn; Planet 13
$1.57Mn. Where do the 33 Cresco stores stack up? Based on OMMU volume data comps
across these operators, we estimate the Cresco stores should be in the $2.5-2.6Mn range
in revenue per store (Cresco sells ~20% more flower per store vs. Cansortium, but 20%
less per store re extracts).

e If we go by volumes, the Cresco stores sold 2.31k oz of flower per store during 3Q24 (up
96% yoy) vs. Verano 1.47k (-25% yoy), Cansortium 1.70k (-2%), and Planet 13 1.60k
(+72%), all per OMMU. In terms of extracts, the Cresco stores sold 4.81mn mg per store
in 3Q24 (+120% yoy) vs. 4.96mn for Verano (-2% yoy), 5.89mn for Cansortium (+9%), and
3.21mn for Planet 13 (+17%).

e Menu scraping, we see the Cresco stores carry 25 premium flower SKUs per store, plus
another 20 flower SKUs in shake and small formats, for ~45 flower SKUs. Verano seems
to have access to less flower SKUs averaging 15 whole flower SKUs per store plus another
8 SKUs of ground and smalls. Cansortium shows on average 25 flower SKUs while Planet
13 averages only about 8. The flower analysis can be extrapolated to pre-rolls, while in
vape Cresco, Verano, and Cansortium have similar SKU numbers (PLNH about half).

e See our recent FL report (12/12) for macro state color.

Ohio: We calculate OH generated sales almost near FL levels for Cresco in 3Q24.

e  Per management, the company’s five stores yield revenue double the state average. For
3Q24, when total OH retail market sales amounted to $196Mn (non-med sales only began
on 8/6), we calculate OH stores did close to $8Mn pa, so we assume for Cresco stores
about $15Mn pa (Verano reported $8.6MN retail sales in 3Q24 for its own five stores).
So, the 5 Cresco stores in 3Q likely did $19Mn in revenue (or about 16% of Cresco’s total
retail sales).

e Re wholesale brand share data, as in the case of IL, Cresco stores do not contribute data
to Headset. Per management, Cresco total brand share in OH in 3Q24 was 5.5% (#3 in the
state). Per Headset, in 3" party stores, Cresco had 1-2% share, mostly from flower and
edibles (with little presence in vapes; pre-rolls are not allowed in OH yet).

e Re net wholesale revenues, we calculate Cresco generated >51Mn in 3Q24.

e Note: Cresco has 5 stores operational in OH (Chillicothe; Cincinnati. Newark, Marion,
Wintersville). Non-med sales only began on 8/6/24, and total sales in the state in 3Q (med
and non-med) reached $196Mn (med $105Mn and non-med $91Mn). We project 4Q24
sales at $225Mn for the state. It remains unclear when new AU use rules will be
implemented and how restricted they may be.
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Massachusetts: Cresco is among the brand leaders in MA. We estimate MA contributed $13-15Mn
to 3Q24 sales (<30% retail; >70% net wholesale).

e Brand share: Per Headset, the Cresco brand portfolio had ~5% overall share in the state
in 3Q24 (implying about S10Mn in wholesale revenue, or >519Mn at retail), second only
to Ascend among MSOs. Brand wise, 62% of Cresco’s sales came from its High Supply
Brand; 18% from Good News; 10% from Mindy’s, 7% from Cresco, and 3% from FloraCal.
In terms of formats, 67% of Cresco’s sales came from flower, 13% each from edibles and
vape, and 11% from pre-rolls. The company was #2 in flower with 7.1% share (High Supply
accounting for 90% of its flower sales), only behind Ascend with 10.9% (bulk from Simply
Herb); house brands have 17% flower share in MA. Cresco had 5.2% share in edibles in
3Q (53% from Mindy’s; 39% Good News); 3.1% share in vapes (60% Good News; and <20%
each Cresco and High Supply); 2.4% in pre-rolls (>80% High Supply). In vape, Good News
ranked 15%; in edibles Mindy’s ranked 10t"; High Supply ranked 12t in pre-rolls (all this
excluding house brands).

e  Retail: Besides the wholesale operation (in a state with ~400 stores), Cresco owns three
stores selling rec/med and one store selling only med. We estimate Cresco’s retail sales
in MA in 3Q24 at <$4Mn and wholesale at ~$10Mn (assuming $5Mn pa rev/rec store and
5% share of the wholesale market).

Valuation and share price scenarios. The stock is down with the US MJ group (-45% for the last 90
days both for CRLBF and the MSOS ETF). We calculate a spot EV of $956Mn for Cresco (share price
of $0.88). For the market cap, we take the latest disclosed share count of 441mn plus 8.9mn in
RSUs (derivatives are out of the money); in the EV math, we include $365Mn in financial net debt,
S56Mn in gross leases net of right of use assets, $130Mn in income tax liabilities (ST and LT), plus
$10Mn in contingent consideration. On current sales (3Q24 annualized), this is equivalent to 1.3x
sales (vs. 1.4x for the MSO average and ~1.8x for Curaleaf and Green Thumb; Verano and Trulieve
are also around 1.4x) and 4.7x EBITDA (well below 6.3x for the MSO average). While Cresco trades
mostly in line with Trulieve and Verano both on sales and EBITDA, on our concerns about increased
competition in FL, we would say Cresco screens better than those two stocks regarding outlook
(Cresco has FL exposure too, but less than Trulieve and Verano) and has more EBITDA torque to
OH/PA, as per our estimates (in what relates to those two states as % of each company sales). We
rate Cresco Overweight. While we do not set price targets, regarding share price forward scenarios,
if we took 12x EBITDA on our CY26 estimates, by Dec’25 (1yF) the stock would be north of $6 (>7x
lift). See our initiation report for more background on Cresco.
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Table 1: Companies mentioned in this report

Company name

US MS0s

4Frant Ventures FFNTF nat rated
Azcand Wellneis AN willl cavver
AR Wellness HYRWF nat rated
Cannabist CCHWF not rated
Cansortium CHTMF will caver
Cress ooy Labs CRLEF Oreerweight
Curabesf Holdings CURLF will cower
GlsmsHouse Brands GLASF niat rated
Gald FHara GRAM Orwarasight
Green Thumb Industries GTRIF Owarssight
Grown Rogue GRUSF nat rated
Jushi Holdings JUSHF Creerweight
Maribed MRMD  Owerweight
Planet 13 Holdings PLNHF  Orverweight
Sthwarze SHWZ will cower
Terris tand TMDF nat rated
TILT Holddings TLLTF Neitral
Trulieve Cannabis TCMMNF nat rated
Verana Haldings VRMOF Orvargsight
et Schence, Inc. VERTF Owermeight
Vires Growth VREQF will cover
Finance (MJ) Companies

AR Gamima HFCG Orvargssight
Chicaga Atantic BD-C LIEM willl cavver
Chicags Atlantic REAF REF] Orvargsight
Innawative Ind ustrial Properties PR nat rated
Hew Lake Capital Partners MLCP Owermeight
SHF Holdings SHFS nat rabed
Source: Z&A

Company name Rating
Canada LPs

Aurora Cannabis ACE Meutral
Auxly Cannabis Graoug CEW'TF will caver
fosarit Brands ANTEF will caver
Aicanna ANCN rot rated
Ayurcann Maldings AYURF will cover
Cannara Biotech LOWFF not rated
Canopy Growth Carparation CGEC will cover
Cronos Graup CRON rok rated
Decibel Cannabis Co DBCCF Overasght
Organigrarn Haldings DGl will caver
Rubicon Organics ROMIF riok rated
SMDL SMDL rot rated
Tilray Brands TLRY Meutral
Willage Farms Intl WFF Overwsght
Other

Agrify AGFY will caver
Cannapressa TED will caver
Cantourage &G HIGH:FF will caver
Flora Grawth FLGC will caver
Grow Generation GRWGE rot rated
Intercure INCR Overwsght
lspire Technalogy ISPR will cover
Lesafly LFLY rok rated
LFTD Partriers Inc. LIFD Cvenasight
Smoore International SMORF will caver
Springhig SBIG riok rated
Urban-gra HGRO will cover
Wi Technalagy WAPS Meutral
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Appendix I: Company Financials
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Exhibit 1: Financial highlights

Reported Sales 8427 bk ] 1B4.3 1E4.4 1798 1790 7274 17356 17589 169.9 1700 EBS.S 703 ana.s
qaqch % na na -1% 0% -1% 0% na -3% 1% -3% D% na na na
yoy ch % I% I -5% -T% -6% -5% -6% -6% -5% -5% -5% -5% 4% 26%

Guidance no na na na no ng ng no no

Cansensus 173.5 721.8 1734 1772 1789 183.7 F19.6 7417 g

Profit mangins
Grads profit befare PV &dj 4070 1g24 522 S4B 934 230 3734 8.7 BEE BSE ES.E 4E1 I64.0 4596

% of ey 48.3% 47 0% 50.0% 51.4% 52.0% 52.0% 513% 505% 50.5% 50.5% 50.4% 50.5% 50.5% 50.5%
Og exp 4913 A50.2 1.0 614 671 SE4 2561 556 5E.5 55.3 556 MIE 1564 306.0
% of ey 5E3A% 5EA% 34.3% 31BN 37.3% 32.6% 352% 321% 32.1% 126% 312.7% 15.4% 35.6% I3 6%
ERm -B4.3 BT R 02 114 63 346 1174 3240 3213 30.5 an.z 104.2 1076 1535
% of ey -10.0% -11.4% 15.E% 17.6% 14.7% 19.4% 16.1% 18.4% 184% 179% 17.7% 15.1% 14.9% 16.9%
Adj ERTDA 1727 1736 512 51D 513 51.0 2093 48.4 480 472 47.1 1016 1978 514
% of ey 20.5% 225% 1E.EX 18 1% IE5% IB5% 288% 2749% 27 8% 27 E% 17.T7% 1T E% 275% 27.6%
Caniendus ERITDA 457 2037 4640 482 491 50.2 1955 1924 fAa
as 5 af sakes 26.4% 28.2% 26.5% P 273 27.3% 27.2% 25.9% [al]

EPS

Pre tan inoome -126.9 -146.9 159 -40.9 113 229 a2 203 206 188 1B.5 7B.2 B30 131.0
Tax rte &5 umptian FLiR L 2124% -112.9% 215.0% -168.0% -25.0% -5762% -25.0% -25.0% -25.0% -15.0% -15.0% -15.0% -15.0%
Net income after min int -212.0 -175.5 -5.2 -54.3 -105 171 -5249 152 155 141 13.9 5B.7 G622 983
Share caunt (FD] Mn 2082 12318 1416 1449 1474 3474 3458 3474 3474 3474 3474 3474 3474 3474
EPS 071 -0.54 -0.02 -0.16 -0.0% 0.05 -0.15 0.04 0.0 0.0 0.04 0A7 018 0.28
caniangus .00 -019 O 0.01 0.01 0.01 -0.03 .00 na

BS & CF highlights
Operating cash flow 187 5BE 165 17.2 404 673 1703 431 -223 328 E2.2 115.E 1089 1430
-] Capex B30 554 1E 6.4 6.1 g4 252 87 BE B.5 B.5 345 36.0 455
Fras cah flow -64.3 12 7 0.7 433 SE4 1451 344 -31.1 2413 53.7 EL3 749 975
Net cash |debt] -366.4 -401.0 -104 B -385.0 -365.0 -306.7 -306.7 -2723 -303.4 -279.0 -225.4 -225.4 -15% 4 -54.9

Mt datt Sl -0 -0.5x -0.5x -0.5x -05x -0.4x -0Ax -0.A4Ax -0.4x D.4x -0.3x -0.3x -0.2x -0.1x
Met debt/EBITDA -2.1x -2.3x -1.0x -1.Bx -18x -15x -15= -14x -1.6x -1.5x -1.2x -1.2x -0.8x -0.2x
Equity E27.0 505.7 5013 4677 456.9 474.0 474.0 4893 50:.7 5188 532.7 532.7 504.9 6952

Source: Z&A estimates, company reports
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Exhibit 2: Sales projections

USE Mn CY23 1024 1024 024 A02de F2de 1025« 1025« IN25e 4025«

Sales |reported) 770.7 1843 1843 1797 1790 7273 1736 1754 1694 170.0 GA95 T3 9098
wih alles sl 3062 663 658 62.0 [ 2557 594 605 584 5948 2386 2605 3245
reftail 4645 1180 1185 11737 1173 4716 1142 1155 1110 1102 45049 4598 5853

By stabes |our est] 7707 1843 184.3 179.7 17940 7273 1736 1754 1694 170.0 6895 T203 9098
IL 3507 T4 713 652 639 2733 60.7 625 6110 621 2463 2446 24940
PA 2392 60.7 6149 554 632 2411 6049 5849 527 50.7 2232 2181 3627
A a1 13 13 13 12 56 13 2.0 13 13 7.7 78 8.1
M8 549.1 135 13.7 142 142 556 136 133 14.4 144 563 573 583
FL 427 174 1838 21.1 216 795 216 21.1 20.7 135 829 783 79.1
NY 22 0.7 08 0.7 08 24 0.6 0.6 0.7 0.7 2.7 35 38
OH 50.4 122 120 205 127 573 129 155 17.1 13z 646 1046 1426
all 1439 48 45 14 13 130 14 14 15 15 58 6.1 [

Sales mix %

IL 46% 39% 39% 36% 36% 8% 35% 36% 36% 7% 36% 34% 7%
PA 31% 33% 34% 3% 35% 33% 35% 34% 31% 30% 1% 30% 40%
A 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%
MA 8% % % % 8% % 8% % 3% % 8% % 6%
FL 6% 10% 10% 12% 1% 11% 1% 12% 12% 11% 12% 11% 9%
NY 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
OH % % 6% 11% % % % 9% 10% 11% 9% 15% 16%
all 2% 3% 2% 1% 1% 2% 1% 1% 1% 1% 1% 1% 1%

Source: Z&A estimates, company reports
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Exhibit 3: Market growth assumptions

USS Mn CYIl Y22 CY23 1024 20z4 30z4 402 de CY2da 1025« 1025 30258 4025 C¥25e CY2Ee CY2Te

Tatal 25,035 25,711 2B.505 7a70 7587 TERI2 TEIE 30,625 8044 B312 8425 B ARD 33270 35 360 38313
(=4 15961 16,581 18,272 4723 4 8902 5155 5131 19910 5,196 5423 5,561 5503 21,773 213 EGT 26,701
rread 9,074 0130 10,232 2 G4E 2 ERBS 2ETE 2,704 10,715 28440 2 BR 2 BG4 1 EOE 11407 11,493 11,612

Total (medfrec) 25,085 25,711 28,5058 7370 T 587 T EIZ 7 EIE 30,625 8,044 B312 BA25 BAED 33270 35,360 38313
AZ 1,350 1426 1376 325 apl 311 331 1267 325 06 11E aary 12E4 1,306 1,330 Jan'21
(w1 5,780 5,353 5177 1222 1,294 1,264 1245 5025 1251 1,324 1,284 12174 5143 5,262 5380 det'ls
oo 2,220 1,769 1520 156 IE0 I7E 318 1413 342 345 162 ins 1,354 1,345 1,348 Jan'l4
T 150 150 77 73 73 TG Th 298 80 B4 Bg 23 B 419 493 Jan'23
FL& 1616 1,705 1.EED 4ED 4E0 4098 501 1967 492 48E 488 4ET 1055 1957 1978 el
G 1 16 45 11 17 iz} 32 109 34 4 14 34 116 156 157 e
IL 1776 14907 1,960 493 505 496 S04 1993 4838 503 497 509 1,90E 2,033 2,070 Jan'20
AR 1,644 1,755 1 EDE 441 457 470 4E0 13418 462 471 487 4BE 1507 1541 1976 Mow'18
MO 551 509 TEBT 273 2B4 292 a7 1,146 310 320 330 143 1,304 1516 1,780 Jul'23
ML 83 171 115 5B B3 76 [ 265 (17 72 B7 T7 0 346 396 ded'20
Ml 1,783 2,294 3,029 703 E37 a1z B9z 3433 919 547 975 1,005 1.Edi 4,075 4,165 Dec'19
MM 25 16 EBE 15 i} 1 bl 80 13 17 15 15 BB i7e 619 Jan'2&
MO 210 390 1,338 4B 363 375 381 1467 385 395. 405 409 1553 1,708 1833 Feh'23
HH 17 20 14 7 7 7 7 27 a B B E o 34 37 e
Ml 217 556 EDE 242 235 245 256 9738 268 279 291 03 1142 1251 1372 Apr22
N 119 358 556 147 150 156 156 6049 157 158 162 162 B40 654 670 Apr'22
N 1,042 BR2 E25 219 212 208 200G 844 210 218 212 07 E4T EG9 B93 Jully
NY 250 265 431 11E 152 17z 19z 654 201 216 230 145 ES2 1164 1,259 Dec'22
OH £ 467 482 122 120 196 221 658 225 262 284 o7 1,07E 1463 1,994 Aug'24
oK G941 780 T1E i7e 1B5 175 175 714 179 185 175 175 Tid 714 735 e
OR 1,184 9094 055 234 243 249 p.L 963 239 248 254 247 QET 1,007 1,027 Oed'ls
P 1,353 1,457 1,530 411 4316 411 405 1,653 3949 387 146 113 1464 1429 2378 Jul'2&
Ri 44 53 10B 9 3o 29 29 117 24 24 24 24 153 106 115 Dec'22
Wil 27 100 167 52 57 [ 67 237 [ BB T Ti 176 a7 357 e
WT B 9 11 ] 3 3 3 12 3 3 3 3 14 15 17 Moy'22
W 1422 1,294 1,259 305 314 327 319 1265 307 316 328 3z1 1272 1,278 1,284 Jul'ld
W (1] 22 EBE 0 11 Iz 2 85 23 4 25 16 89 116 133 e
Ortheer §1ates Bl 932 1073 353 169 375 391 1488 565 611 632 BTD 2 AEE 2,501 2515

Source: Z&A estimates, Headset, state official data
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Exhibit 4: Cash Flow

LS5 D00

SUMMARY CASH FLOW STATEMENT

Net eamings before min int -215.843 -179.852 -2 055 -51,179 -7,684 17,148 -43,7ED 15236 15455 14071 13,909 5BE671 62218 98276
1+] D&ty 51,930 62,512 15331 14430 14,931 13,503 SE,B95 13272 13471 13673 13869 54,2E5 55832 58471
Cash earings -163,913 -117,340 13276 -36,249 7,237 30,651 14,915 18507 184927 27,744 27,778 112,956 118,050 157,747
{-] Warking capital changes 13,454 15,218 10,597 -14015 313,384 36,657 GE,623 14579 -51.213 5,095 34,377 2,837 -5108 -14,759
{-] Dther aperating flows 168,200 160,686 12598 67424 8,742 o EE, 764 1] a a o o 1] 0
HNet cash used in operating activities 1B, 741 5E.564 36471 17,160 49,363 67308 170,302 43 086 -22.287 32839 62,156 115794 108 942 142988
{-] net capex -B3,026 -55,385 -3,782 -6434 -6,072 -B.948 -25,237 -8,680 -8,796 -8,496 -B,501 -34.474 -16,014 -45.490
Free cash flow -64,285 3179 32 689 10,726 43,291 58,359 145,065 34 406 -31,083 24342 53,655 B1,320 72828 a7 498
{-] scquisitions -4,241 2,498 -2 770 -3942 -229 o -6,241 1] a a o o a 1]
|- divestitures flesse liabilities 47,914 2594 478 106 32 o E1E 1] a a o o a 1]
{+] ather -3,412 -11,722 -14 508 6,300 -12 D66 o -20,274 1] a a o o a 1]
{+] share Bsuance -BE,E43 -16,206 -9.649 -13,467 -1,022 o -24,13E 1] a a o o a 1]
{-] stock aptions fwarrants 3,215 a 2 7 o o o 1] a a o o a 1]
Change in net -107,452 -34 653 6242 =270 30,006 58,358 54,337 34 406 -31,083 24342 53,655 B1.320 72828 a7 458
Ending net (debt) -366,357 -401,010 -394 TEB -395,038 -365,032 -306,673 -30EETR -272 267 -303 350 -279,008 -225,353 -225.353 -152.425 -54.827

Cashfinvfaee 121510 1DE 520 124801 115850 156,555 172,658 172 658 207,065 175982 200,324 253,979 253,070 326,907 424 405

Gross debts floans/bonds 4ET BET 509,530 519,669 510,988 521587 478,332 479312 479337 479,332 479,332 478,332 479,312 479 337 479,332

Source: Z&A estimates, company reports
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Exhibit 5: Forward EV calculations (and forward multiples as per our methodology), and forward share price scenarios

Current valuation
EW [$Min) 933 940 943 983 956 o933 933 687 614 516
Market cap (58n) 362 394 3493 345 3495 3495 3495 3495 345 345
Share price |USS) 088 088 088 088 088 0838 088 088 088 088
FD share count (Mn] 4120 4492 44810 4502 4499 4499 4499 4499 4499 4499
wamrman shares {prof 4077 4410 4382 44110 4410 4410 4410 4410 44110 44110
RSUs 43 82 94 92 849 84 89 89 84 849
Badic shane caunt {Mn] 2982 3238 3458 3474 3474 3474
Broadly defined net deb -571 -545 -556 -588 -561 -538 -538 =252 =219 =121
net financisl dabt | praf -366E -401 -395 -395 -365 -307 -307 -215 -152 -55
et e ey -54 -55 -56 -56 -56 -56 -56 -56 -56 -56
ather dabt |taoss payah -95 -832 -98 -128 -130 -165 -165 i} [i] [i]
contingent -56 -7 -7 -9 =10 =10 =10 =10 -10 -10
warrant inflow
Multiphes |Z8:4)
PE -1.6x -14 5x -1dx -71.2n 44x -5 52z 49z R ES
WSl e 132= 13x 13 135x 135x 135x 10x= 09x 06x
EV/ERITD A 5.4x 45x 4.6x 4.7 46x 45x 3.6x 31x 2.1x
upside upside
Price soenariod by Dec'23 by Dec'24 by Dec'25 by D' 26 by Dec'25 by D' 26
DulfSales 13x 0839 133 158 235 BO% 167%
Evisales 2.0x 2104 242 272 3737 209% 330%
DulfSales 3.0x 365 3495 4332 580 391% S560%
Evisales 4.0x 527 548 5492 782 574% 790%
DulfSales 6.0x 850 855 912 11 86 938% 1351%
EViSales B.0x 11.74 1161 1232 1591 1303% 1711%
EW/ERITDA, 4.7x 316 2498 3.04 360 247% 310%
EV/ERITDA 9.0x 517 431 494 6.01 462% S584%
EW/ERITDA, 12.0x 656 6109 626 768 612% TI5%
EV/ERITDA 15.0x 7496 737 757 936 TE2% 966%
EW/ERITDA, 18.0x 935 865 889 11.04 a13% 1157%
EV/ERITDA 35.0x 1726 1588 1637 2054 1764% 2238%

Source: Z&A estimates, company reports
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Appendix Il: Valuation Comps
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Exhibit 6: US MSOs Valuation Multiples

Financial Net Debi Broadly Defined Net Debt
LI5S hdn I8 Spot BV f Sales IR Spat BV ERITDA Sales Sales EBITDA
20-Dec-24 Current CY2de CY25& Current CY2de CY25& CY24 Current Cy2a CY24 Current Cy2a Current
LS M50 15 14x 12= G8x 6.3x 5ax
Ascend Wellness 11= 11l= 11= 6.1= 5.6x 51= -0.4x -0.4x -2 -2 4x -0.9% -0.9% -4.Gx -51x
Sy Weallness 0.8x 0.8x 08x 35x 35x 35x -0.8x -8y -3.4x -3.4u -0.7% 0.7 -2.9% -2.9%
Cannabit Co 049z 049x= 049x 68x §.6x 51= -0.6x -0.6% -4.dx -4.5x% -0.8x -0.8x% -6.2x% -G.dx
Cansartium 11x 1ix na §8x ix na na na na na na na na na
et oy Lashs 13Ex 13x 13x 47x 47x 49x% -0.5x -0.5% -1.8x -1.8x -0.8x -0.8x -2 Bx -2.7x
Curalesf 18x 18x 17x 74x 78z G.6x -0.5x -0.5% -2 3% -2 3 -0.9x -0.9x% -3 8x -3 8x
A Frant WVien tunes 20x 20x na TAx TAx na na -1.0x na -3 Bx na -1.7a na -6.5%
Glass Housze 2A4x 332x na 75x 17 5= na -0.1x na -0.7x na -0.3x -0.2x -1.7x -0.Bx
Gald Flara 10= 1= 08x 11.4= 528=x Tlx na -0.3x na na na -0.9% na na
Gaadnets Grawth 21= 231x na -123% Bx 84ax na -0.5% -0.5% -21u 291x -0.9% -0.9% -3.Tu 511=x
Green Thumib 18x 18x 17x 57z 5.6x 5.6x -0.1x -0.1x -0.2x% -0.2xn -0.1x -0.1x -0.4x% -0.dx
Grawn Rogue i5x i5x na 47x 4.7x na na na na na na na na na
nthus 12x 12x na 4z §49x na na =1.0% na =73 na =1.0% na =75
Juzhi 15x 1l4x 135x iz Tix G.l= -0.6x -0.7x% -3.3x -4 0x -1.2x -1.2x -6.1x -7.4x
M aribAed 049z 049x= 8= 1= 7kbx 47% -0 -0.dx -3.3x -3.5x -0.5x -0.5% -4 2% -4 5%
Planet 13 10x 1= na 24 4= 26.7x= na 02x 01x 4.10x 3= -0.Ax -01x -1.7x -1.5x
Schwarre 11= 11l= na T74x 53x na -0.9% -0.9% -4.2u na -11x -1.1x -5 2u na
Terrdscend 1 8= 18x 17= 97x= 90= B5x -0.6x -0.6x -2.9% -31x -1.0x -1.0x -5.3x -5.7x
TILT 10x 1= 10x =17 7 =177 87 8x -0.5x -0.6% 130x 949x= -0.9x -1.0% 227x= 17 3=
Tiruiliesse 14x= 14= 13= 432x 4.10x 40x -0.3x -0.3x -0.7x -0.Bx -0.6x -0.6x -1 Bx -1 Ex
Verana 13x 1i3x 12x 43x 432x 40= -0.4x -0.4x -1.3x -1.dx -0.7x -0.8x% -2.5% -2.5%
Vet 1.6x 16x na 51x 6.7x na -0.9x5 -0.9% -3.6% -2 8x -0.9x5 -0.9% -3.6% -2.7%

1) e rake Facriet cansansus astimatas for C¥2de and CY25e multiplas; 21 By “currant”, we maan the katest rapartad gir annualized

Source: FactSet, Z&A estimates, and company reports
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Exhibit 7: US MSOs EV Calculations

LI5S A Total Financial Met Income Conting MM deriv Pref Stock
20-Dec-24 Mkt Cap netdebt leases tax liab. Cons. inflow Min Int
US ME0s

Szoend Wellness 596 617 046 214.5 133 105 -141 -134 -137 512

dopr Welliness 613 374 043 1140 11 G2 -350 4 -11 0 55 -311

Cannabit (o 532 405 0.05 4727 B2 25 -169 -2B -EE -380
Cansartium 140 118 0.07 1045 5.6 i -59 -0 -20 -a7

Cress oty Lashs 856 956 .88 4410 BG 155 -165 5B -13D0 -10 -561

Curabesf 1947 2382 147 FL R 112 1110 -BYE -24 -1ED -56 -1,146 126
dFrant Ventures 237 153 .02 B15.2 ik 19 -9 -B -40 -G 0 -134

Glass House 396 616 571 E1D 15 4E2 -15 0 -4 P -61 72
Gald Flara 130 127 0.01 2877 ol i -40 -34 -4 -4 123

Goodness Growth 124 216 0.54 230.3 4.1 127 -51 -10 -0 -89

Green Thumb 2025 2,023 .70 136.2 4.3 1.E2D -E2 -1B -13 0 0 -133

Grawn Rague 75 93 066 143.5 G54 £ -2 -2 1

ihnthus 249 190 0.0 6,615.3 F3: -156 -5 -161

Jushi 324 358 0.27 156.7 o0 54 -165 -1 -135 -305

Marikied 131 151 .13 1813 6.7 45 -BE -1 -17 -83 19
Planet 13 a1 127 0.37 3125.2 .3 119 19 -7 -16 -5 -8

Schwarre 176 194 0,05 BD.2 4 -151 -2 -13 0 -186

Terriscend 407 533 .62 1558 11 123 -172 -5 -12E -4 -310

TILT 1049 111 0.01 15006 4.4 3 B2 -d4 -2 -108

Truleve 987 1615 4.78 18600 13 B05 =300 -21 -1E4 -5 =710

Werana 795 1104 124 156.9 8.6 453 -355 -b -1E5 -4 -651

Wext 44 549 011 245.5 14 Fi -32 1 -31

Source: FactSet, Z&A estimates, and company reports
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Exhibit 8: Performance

20-Dec-24 Stock Performance Stock Performance Stock Performance

MU Fincos
M oand -1% -53% -55% Burara -2% -2B% -12% AFOG -0% -19% -30%
oy -40% -T6% -13% Awant -21% -58% -HE% CHPMOF -15% -53% 5%
Cannabist -51% -17% -86% By -12% -15% 106% PR -10% -29% -3%
Cansartium -24% -59% -21% Cannara 33% 41% -14% MLCP 0% -10% 28%
Cres 0 -28% -45% -35% Canapy -29% -471% -44% SHFS 28% -31% -65%
Cuirabesf -29% -49% -60% Cranas -8% -13% 1% LIEW -5% % 41%
4Frant -36% -53% -T8% Decibel 5% -1% -51% REFI -1% 0% -4%
GlassHouse -25% -38% 27% Entourage 30% 4% -25% Tech
Gald Flara -66% -84% -91% High Tide 10% 39% 92% LFLY -8% -31% -67%
Virea Growth 60% 20% 108% Maowva MR N A, N A, SRS -37% -44% -5E%
Grawn Rogue -5% 0% 135% OGl 1% -19% 20% MAPs 22% 52% 98%
Gresen Thumb -17% -24% -22% Rubican 3% -12% -11% Vape parts
ihnthus -30% -61% -84% SHDL -13% -13% 2% GMNLN -21% -13% -13%
lushi -23% -45% -40% Tilrary -11% -33% -41% EPR -16% -28% -61%
Marifded -19% -23% -56% WiFF -4% -13% % SMORF -5% 9% G66%
Planetl3 -16% -38% -44% CBD TLLTF % -521% -63%
Schwarre -55% -625% -01% sl -16% -24% -2% Index
StateHouse A -40% -20% CWER -15% -23% -50% E&F 500 -1% % 25%
Trruliesve -23% -57% -3% LFID -21% -31% -79% EER 477 -1% -2% 16%
Terrhscend -25% -45% -55% Intermational Nasdag -3% 4% 4%
Vet -20% -40% -43% InterCure -3% -24% -2% MEOS ETF -23% -46% -41%
Verana -27% -61% -67% Pharmalhelo -18% 40% 134% YOLOY ETF -11% -28% -16%

Source: FactSet and company reports
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Appendix Ill: Bio and Disclaimers
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Analyst Bio

Pablo Zuanic is a well-known and highly rated equity analyst following the broader cannabinoids (THC cannabis, hemp derivatives, CBD) and consumer sectors.
Over the past six years he has launched coverage of over 40 companies in the US, Canada, and overseas; plant-touching as well as service providers (tech;
finance); and has also worked with several private companies. He follows closely the reform process in the US, Canada, Germany, Australia, and elsewhere, and
relies on a fundamental and data-driven approach to keep track of sectoral trends. His firm Zuanic & Associates publishes equity research, both from a
macro/sectoral level in a thematic manner, as well as on listed stocks. The research service is aimed at institutional investors, corporations, and regulators. The
firm is also available for short-term consulting and research advisory projects. Approaching the third year since its inception, the firm has collaborated with over
25 companies (in North America and overseas; plant touching and service providers; public and private), both on an on-going basis as well for specific projects.
At various points in his career, Pablo Zuanic was ranked in the Institutional Investor magazine surveys and was called as expert witness in industry investigations.
He has a deep global background having covered stocks over the past 20 years in the US, Europe, Latin America, and Asia, across consumer sub sectors. Prior
employers include JP Morgan, Barings, and Cantor Fitzgerald. An MBA graduate of Harvard Business School, he started his career as a management consultant,
which brings a strategic mindset to his approach to equity research. He can be contacted via the company’s portal www.zuanicassociates.com, via email at

pablo.zuanic@zuanicgroup.com; or via X @4200dysseus.
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Disclosures and Disclaimers

About the firm: Zuanic & Associates is a domestic limited liability company (LLC) registered in the state of New Jersey. The company’s registered address is Five Greentree Centre, 525 Route 73, N
Suite 104, Marlton, New Jersey 08053, USA. Pablo Zuanic is the registered agent. The firm publishes equity research on selected stocks in the cannabis and psychedelics sector, as well as thematic
macro industry notes. The firm also provides consulting and advisory services. Potential conflicts of interest are duly reflected in the respective specific company reports.

Analyst Certification: The publishing analyst, whose name appears on the front page of this report, certifies that the views expressed in this independent research report accurately reflects his
personal views about the subject securities or issuers discussed in this report. His opinions and estimates are based on his best judgement at the time of publication and are subject to change without
notice. As per the company’s policy, the author of this report does not own shares in any company he covers.

Other: This report is for use by professional and or institutional investors only, and it is deemed impersonal investment advice, published on a bona fide and regular basis. This report is for informational
purposes only and is based on publicly available data believed to be reliable, but no representation is made whether such data are accurate or complete. As such, this report should not be regarded
by its recipients as a substitute for obtaining independent investment advice and/or exercise of their own judgement. When making an investment decision this information should be viewed as just
one factor in the investment decision process. Neither the publishing analyst, nor any of the company’s officers and directors, accept any liability for any loss or damage arising out of the use of all or
any part of the analyst’s research.

Risks: The financial instruments mentioned in this report may not be suitable for all investors and investors must make their own investment decisions based on their specific investment objectives.
Past performance should not be taken as an indication or guarantee of future performance. The price, value of and income from, any of the financial instruments featured in this report can rise as
well as fall and be affected by changes in political, financial, and economic factors. If a financial instrument is denominated in a currency other than the investor's currency, a change in exchange rates
may adversely affect the price or value of, or income derived from, the financial instrument, and such investors effectively assume currency risk.

Disclosure: Zuanic & Associates offers advisory and research services, and it also organizes investor events and conferences. The firm is often engaged by various operators in the cannabis industry
(both plant touching companies and those providing services, private and public, in North America and overseas) on an ongoing or ad hoc basis. The company discussed in this report is a paying
customer of the services provided by the firm.

Copyright: No part of this publication may be reproduced, distributed, or transmitted in any form or by any means, including photocopying, recording, or other electronic or mechanical methods,
without the prior written permission of the author.
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