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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Certain statements contained in this Quarterly Report on Form 10-Q for the quarter ended September 30, 2024
(this “Quarterly Report”) are “forward-looking statements” within the meaning of “safe harbor” provisions of the
United States Private Securities Litigation Reform Act of 1995, and Section 21E of the Securities Exchange Act of
1934, as amended (the “Exchange Act”) and “forward-looking information” within the meaning of applicable
Canadian securities laws. All statements, other than statements of historical fact included in this Quarterly Report,
regarding our strategy, future operations, financial position, estimated revenues and losses, projected costs, prospects,
plans and objectives of management are forward-looking statements. When used in this Quarterly Report, the words
“anticipate,” “believe,” “expect,” “estimate,” “intend,” “plan,” “project,” “outlook,” “may,” “will,” “should,”
“would,” “could,” “can,” “continue,” the negatives thereof, variations thereon and other similar expressions are
intended to identify forward-looking statements, although not all forward-looking statements contain such identifying
words. Forward-looking statements are based on certain estimates, beliefs, expectations and assumptions made in light
of management’s experience and perception of historical trends, current conditions and expected future developments,
as well as other factors that may be appropriate.

Forward-looking statements necessarily involve unknown risks and uncertainties, which could cause actual
results or outcomes to differ materially from those contained in, or expressed or implied by such statements. Due to
the risks, uncertainties and assumptions inherent in forward-looking information, you should not place undue reliance
on forward-looking statements. Factors that could have a material adverse effect on our business, financial condition,
results of operations and growth prospects can be found in the section titled “Risk Factors” in our Annual Report on
Form 10-K for the year ended December 31, 2023, filed with the U.S. Securities and Exchange Commission (the
“SEC”) and applicable securities commissions or similar regulatory authorities in Canada on February 21, 2024 (the
“Annual Report on Form 10-K”), as supplemented by the risk factors in our subsequently filed Quarterly Reports on
Form 10-Q and in this Quarterly Report under “Part II, Item 1A. Risk Factors.” These factors include, but are not
limited to, the following:

e general economic and business conditions in the jurisdictions in which we operate;

e  our ability to implement our strategic plan, including realization of benefits from certain cost-optimization
initiatives undertaken since 2022 and into 2024, and the ability of our board of directors (“Board of
Directors” or “Board”) to successfully implement its transformation plan;

¢ inflation and material fluctuations of commaodity prices, including raw materials, and our ability to set prices
for our products that satisfactorily adjust for inflation and fluctuations in commodity prices;

e volatility of our share price and potentially limited liquidity for U.S. investors due to our common shares
being quoted on the “OTC Pink Tier”;

e the availability of capital or financing on acceptable terms, or at all, which may impact our liquidity and

impair our ability to make investments in the business;

turnover of our key executives and difficulties in recruiting or retaining key employees;

our history of negative cash flow from operating activities;

our ability to generate sufficient revenue to achieve and sustain profitability and positive cash flows;

our ability to attract, train and retain qualified hourly labor on a timely basis to increase overall productive

capacity in our manufacturing facilities to enable us to capture rising demand in the construction industry;

our ability to achieve and manage growth effectively;

e competition in the interior construction industry;

e the voting influence of our two largest shareholders are able to exercise over the Company due to their
ownership of our common shares;

e competitive behaviors by our co-founders and former executives;

e the condition and changing trends of the overall construction industry;

e our reliance on the network of Construction Partners (as defined herein) for sales, marketing and
installation of our solutions;

e  our ability to introduce new designs, solutions and technology and gain client and market acceptance;

e defects in our designing and manufacturing software and warranty and product liability claims brought
against us;

o the effectiveness of our manufacturing processes and our success in implementing improvements to those
processes;
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e the effectiveness of certain elements of our administrative systems and the need for investment in those
systems;

e shortages of supplies of certain key components and materials or disruption in supplies due to global
events;

e global economic, political and social conditions affecting financial markets, such as the war in Ukraine
and the conflict in the Middle East;

e our exposure to currency exchange rates, tax rates, interest rates and other fluctuations, including those
resulting from changes in laws or administrative practice, or changes in monetary policies;

e legal and regulatory proceedings brought against us;

¢ infringement on our patents and other intellectual property and our ability to protect and enforce our

intellectual property rights, including certain intellectual property rights that are jointly owned with a

third party;

cyber-attacks and other security breaches of our information and technology systems;

damage to our information technology and software systems;

our requirements to comply with applicable environmental, health, safety and other laws;

the impact of increasing attention to environmental, social and governance (ESG) matters on our business,

including potentially incurring additional expenses implementing Canadian, U.S. and other regulations

requiring additional disclosures regarding GHG emissions and/or broader ESG-related factors;

periodic fluctuations in our results of operations and financial conditions;

the effect of being governed by the corporate laws of a foreign country, including the difficulty of

enforcing civil liabilities against directors and officers residing in a foreign country;

e the availability and treatment of government subsidies (including any current or future requirements to
repay or return such subsidies); and

e future mergers, acquisitions, agreements, consolidations or other corporate transactions we may engage
in.

These risks are not exhaustive. Because of these risks and other uncertainties, our actual results, performance
or achievement, or industry results, may be materially different from the anticipated or estimated results discussed in
the forward-looking statements in this Quarterly Report. New risk factors emerge from time to time, and it is not
possible for our management to predict all risk factors nor can we assess the effects of all factors on our business or
the extent to which any factor, or combination of factors, may cause actual results to differ materially from those
contained in, or expressed or implied by, any forward-looking statements. Our past results of operations are not
necessarily indicative of our future results. You should not place undue reliance on any forward-looking statements,
which represent our beliefs, assumptions and estimates only as of the dates on which they were made, as predictions
of future events. We undertake no obligation to update these forward-looking statements, even though circumstances
may change in the future, except as required under applicable securities laws. We qualify all of our forward-looking
statements by these cautionary statements.
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PART I - FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited)

DIRTT Environmental Solutions Ltd.
Interim Condensed Consolidated Balance Sheets
(Unaudited — Stated in thousands of U.S. dollars)

As at September 30, As at December 31,

2024 2023

ASSETS
Current Assets
Cash and cash equivalents 23,626 24,744
Restricted cash 241 355
Trade and accrued receivables, net of expected credit losses of

$0.1 million at September 30, 2024 and at December 31, 2023 20,385 15,787
Other receivables 521 484
Inventory 14,751 16,577
Prepaids and other current assets 3,601 4,023
Assets held for sale - 1,555
Total Current Assets 63,125 63,525
Property, plant and equipment, net 21,587 25,077
Capitalized software, net 3,175 2,450
Operating lease right-of-use assets, net 27,132 29,813
Other assets 3,203 3,452
Total Assets 118,222 124,317
LIABILITIES
Current Liabilities
Accounts payable and accrued liabilities 16,297 19,880
Otbher liabilities 3,027 2,482
Customer deposits and deferred revenue 3,524 5,290
Current portion of long-term debt and accrued interest 377 841
Current portion of lease liabilities 5,762 5,255
Total Current Liabilities 28,987 33,748
Long-term debt 23,536 55,267
Long-term lease liabilities 25,694 28,201
Total Liabilities 78,217 117,216
SHAREHOLDERS’ EQUITY
Common shares, unlimited authorized without par value, 193,392,884
issued and outstanding at September 30, 2024 and 105,377,667 issued and
outstanding at December 31, 2023 218,915 196,128
Additional paid-in capital 7,565 7,954
Accumulated other comprehensive loss (16,346) (16,125)
Accumulated deficit (170,129) (180,856)
Total Shareholders’ Equity 40,005 7,101
Total Liabilities and Shareholders’ Equity 118,222 124,317

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



DIRTT Environmental Solutions Ltd.
Interim Condensed Consolidated Statement of Operations
(Unaudited - Stated in thousands of U.S. dollars)

For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2024 2023 2024 2023
Product revenue 42 475 48,095 121,690 127,105
Service revenue 900 1,442 3,733 3,893
Total revenue 43,375 49,537 125,423 130,998
Product cost of sales 26,208 31,622 76,589 88,529
Service cost of sales 354 850 1,998 2,165
Total cost of sales 26,562 32,472 78,587 90,694
Gross profit 16,813 17,065 46,836 40,304
Expenses
Sales and marketing 5,183 6,161 17,165 18,302
General and administrative 5,834 4,669 14,791 16,003
Operations support 1,915 1,752 5,531 5,564
Technology and development 1,294 1,239 3,981 4,055
Stock-based compensation 803 1,069 1,905 2,543
Reorganization 604 321 944 2,857
Impairment charge on Rock Hill Facility - 7,952 530 7,952
Related party expense - - - 1,524
Total operating expenses 15,633 23,163 44,847 58,800
Operating income (loss) 1,180 (6,098) 1,989 (18,496)
Gain on extinguishment of convertible debt 7,478 - 10,409 -
Foreign exchange (loss) gain (360) 822 917 (59)
Interest income 341 161 1,312 271
Interest expense (1,525) (1,196) (3,524) (3,636)
Government subsidies - - - 236
Gain on sale of software and patents - - - 6,145
5,934 (213) 9,114 2,957
Net income (loss) before tax 7,114 (6,311) 11,103 (15,539)
Income taxes
Current and deferred income tax expense 23 - 371 -
23 - 371 -
Net income (loss) after tax 7,091 (6,311) 10,732 (15,539)
Net income (loss) per share
Net income (loss) per share - basic 0.04 (0.05) 0.06 (0.14)
Net income (loss) per share - diluted 0.03 (0.05) 0.05 (0.14)
Weighted average number of shares outstanding (in thousands)
Basic 193,020 118,943 189,585 115,055
Diluted 241,272 118,943 239,301 115,055
Interim Condensed Consolidated Statement of Comprehensive Income (Loss)
For the Three Months For the Nine Months Ended
Ended September 30, September 30,
2024 2023 2024 2023
Net income (loss) after tax for the period 7,091 (6,311) 10,732 (15,539)
Exchange differences on translation of foreign operations 386 (45) (221) 149
Comprehensive income (loss) for the period 7,477 (6,356) 10,511 (15,390)




Total revenue for the three and nine months ended September 30, 2024 includes $nil revenue earned from related
parties ($nil and $0.3 million for the three and nine months ended September 30, 2023, respectively).

Interest expense for the three and nine months ended September 30, 2024 includes $0.3 million and $1.0 million,
respectively, earned by a related party ($0.4 million for the three and nine months ended September 30, 2023). Refer
to Note 17.

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



As at December 31, 2022

Stock-based compensation

Issued on vesting of RSUs and Share Awards
RSUs and Share Awards withheld to settle
employee tax obligations

Issued for employee share purchase plan
Foreign currency translation adjustment

Net loss for the period

As at March 31, 2023

Stock-based compensation

Issued on vesting of RSUs and Share Awards
Issued for employee share purchase plan
Issued to settle related party debt

Foreign currency translation adjustment

Net income for the period

As at June 30, 2023

Stock-based compensation

Issued on vesting of RSUs and Share Awards
Issued for employee share purchase plan
Foreign currency translation adjustment

Net loss for the period

As at September 30, 2023

As at December 31, 2023

Stock-based compensation

Issued on vesting of RSUs

Issued on Rights Offering

Issued for employee share purchase plan

RSUs withheld to settle employee tax obligations
Foreign currency translation adjustment

Net income for the period

As at March 31, 2024

Stock-based compensation

Issued on vesting of RSUs

Issued for employee share purchase plan

RSUs withheld to settle employee tax obligations
Foreign currency translation adjustment

Net income for the period

As at June 30, 2024

Stock-based compensation

Issued on vesting of RSUs

Issued for employee share purchase plan

RSUs withheld to settle employee tax obligations
Foreign currency translation adjustment

Net income for the period

As at September 30, 2024

DIRTT Environmental Solutions Ltd.
Interim Condensed Consolidated Statement of Changes in Shareholders’ Equity
(Unaudited — Stated in thousands of U.S. dollars, except for share data)

Accumulated
Number of Additional other Total
Common Common paid-in comprehensive  Accumulated shareholders’
shares shares capital loss deficit equity
97,882,844 191,347 9,023 (16,106) (166,272) 17,992
- - 452 - - 452
659,473 1,256 (1,256) - - -
- - (26) - - (26)
322,408 128 - - - 128
- - - 273 - 273
- - - - (11,434) (11,434)
98,864,725 192,731 8,193 (15,833) (177,706) 7,385
- - 625 - - 625
1,108,213 1,243 (1,243) - - -
572,253 122 - - - 122
3,899,745 1,524 - - - 1,524
= S S 79 = (79)
- - - - 2,206 2,206
104,444,936 195,620 7,575 (15,912) (175,500) 11,783
- - 360 - - 360
1,011 2 2) - - -
343,411 125 - - - 125
- - - 45) - (45)
- - - - (6,311) (6,311)
104,789,358 195,747 7,933 (15,957) (181,811) 5,912
105,377,667 196,128 7,954 (16,125) (180,856) 7,101
- - 248 - - 248
521,253 771 (771) - - -
85,714,285 21,273 - - - 21,273
267,021 122 - - - 122
- - (76) - - (76)
- - - (297) - (297)
- - - 3,045 3,045
191,880,226 218,294 7,355 (16,422) (177,811) 31,416
- - 194 - - 194
702,918 300 (300) - - -
384,499 135 - - - 135
- - (131) - - (131)
- - - (310) - (310)
- - - - 596 596
192,967,643 218,729 7,118 (16,732) (177,215) 31,900
- - 542 - - 542
125,205 49 (49) - - -
300,036 137 - - - 137
= (46) = ) (51)
- - - 386 - 386
- - - - 7,091 7,091
193,392,884 218,915 7,565 (16,346) (170,129) 40,005

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



DIRTT Environmental Solutions Ltd.
Interim Condensed Consolidated Statement of Cash Flows

(Unaudited — Stated in thousands of U.S. dollars)
For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2024 2023 2024 2023
Cash flows from operating activities:
Net income (loss) for the period 7,091 (6,311) 10,732 (15,539)
Adjustments:
Depreciation and amortization 1,487 2,017 4,542 7,216
Impairment charge on Rock Hill Facility - 7,952 530 7,952
Stock-based compensation 803 1,069 1,905 2,543
Foreign exchange loss (gain) 1,051 (577) (420) 563
Gain on extinguishment of convertible debt (7,478) - (10,409) -
Gain on sale of software and patents - - - (6,145)
Accretion of convertible debentures 1,013 172 1,398 515
Loss on disposal 132 97 422 97
Changes in operating assets and liabilities:
Trade and accrued receivables (2,609) (5,130) (4,598) (6,639)
Other receivables 106 (163) (43) 7,029
Inventory 327 1,749 1,558 4,902
Prepaid and other assets, current and long term 9 477 335 41)
Accounts payable and accrued liabilities (781) 77) (3,366) 475
Other liabilities (34) (212) (34) (421)
Customer deposits and deferred revenue 609 737 (1,761) 1,702
Current portion of long-term debt and accrued interest (352) (49) (445) (64)
Lease liabilities 148 168 776 542
Net cash flows provided by operating activities 1,522 1,919 1,122 4,687
Cash flows from investing activities:
Purchase of property, plant and equipment, net of accounts (310) (255) 973) (1.304)
payable changes
Capitalized software development expenditures (409) (425) (1,333) (1,530)
Other asset expenditures 29 41) (103) (186)
Recovery of software development expenditures 94 49 215 131
Proceeds on sale of property, plant, and equipment - - 10 -
Proceeds on sale of assets held for sale - - 1,025 -
Proceeds on sale of equipment - 14 - 14
Proceeds on sale of software and patents - - - 9,964
Net cash flows (used in) provided by investing activities (596) (658) (1,159) 7,089
Cash flows from financing activities:
Repayment of long-term debt (16,230) (551) (21,323) (3,386)
Net proceeds received from rights offering - - 21,273 -
Employee tax payments on vesting of RSUs (32) - (239) (26)
Net cash flows used in financing activities (16,262) (551) (289) (3,412)
Effect of foreign exchange on cash, cash equivalents and
restricted cash (367) atrm (906) (166)
Net increase (decrease) in cash, cash equivalents and (15,903) 503 (1,232) 8,198
restricted cash
Cash, cash equivalents and restricted cash, beginning of period 39,770 21,844 25,099 14,239
Cash, cash equivalents and restricted cash, end of period 23,867 22,437 23,867 22,437
Supplemental disclosure of cash flow information:
Interest paid (853) (1,038) (2,531) (3,077)
Income taxes paid (133) - (544) (10)

The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within

the consolidated balance sheets. As At September 30,
2024 2023
Cash and cash equivalents 23,626 19,460
Restricted cash 241 2,977
Total cash, cash equivalents and restricted cash 23,867 22,437

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



DIRTT Environmental Solutions Ltd.

Notes to the Unaudited Interim Condensed Consolidated Financial Statements
(Amounts in thousands of U.S. dollars unless otherwise stated)

1. GENERAL INFORMATION

DIRTT Environmental Solutions Ltd. and its subsidiary (“DIRTT”, the “Company”, “we” or “our”) is a leader
in industrialized construction. DIRTT’s system of physical products and digital tools empowers organizations,
together with construction and design leaders, to build high-performing, adaptable, interior environments. Operating
in the workplace, healthcare, education, and public sector markets, DIRTT’s system provides total design freedom,
and greater certainty in cost, schedule, and outcomes.

DIRTT’s proprietary design integration software, ICE® (“ICE” or “ICE software”), translates the vision of
architects and designers into a 3D model that also acts as manufacturing information. ICE is also licensed to unrelated
companies and construction partners of the Company (“Construction Partners”), including Armstrong World
Industries, Inc. (“AWI”), which owns a 50% interest in the rights, title and interests in certain intellectual property
rights in a portion of the ICE software that is used by AWL

DIRTT is incorporated under the laws of the province of Alberta, Canada. Its headquarters is located at 7303 —
30th Street S.E., Calgary, AB, Canada T2C 1N6 and its registered office is located at 4500, 855 — 2nd Street S.W.,
Calgary, AB, Canada T2P 4K7. DIRTT’s common shares trade on the Toronto Stock Exchange under the symbol
“DRT” and are quoted on the OTC Markets on the “OTC Pink Tier” under the symbol “DRTTF.”

2. BASIS OF PRESENTATION

The accompanying unaudited interim condensed consolidated financial statements (the “Financial Statements™)
have been prepared in accordance with accounting principles generally accepted in the United States (“GAAP”) for
interim financial information and the instructions to Form 10-Q and Article 10 of Regulation S-X and, accordingly,
the Financial Statements do not include all of the information and notes required by accounting principles generally
accepted in the United States for complete financial statements. In the opinion of the Company, the Financial
Statements contain all adjustments necessary, consisting of only normal recurring adjustments, for a fair statement of
its financial position as of September 30, 2024, and its results of operations and cash flows for the three and nine
months ended September 30, 2024 and 2023. The condensed balance sheet at December 31, 2023, was derived from
audited annual financial statements but does not contain all of the footnote disclosures from the annual financial
statements. These Financial Statements should be read in conjunction with the audited consolidated financial
statements as of December 31, 2023 and 2022 and for each of the three years in the period ended December 31, 2023
included in the Annual Report on Form 10-K of the Company as filed with the SEC and applicable securities
commission or similar regulatory authorities in Canada.

In these Financial Statements, unless otherwise indicated, all dollar amounts are expressed in United States
(“U.S.”) dollars. DIRTT’s financial results are consolidated in Canadian dollars, the Company’s functional currency,
and the Company has adopted the U.S. dollar as its reporting currency. All references to US$ or § are to U.S. dollars
and references to C$ are to Canadian dollars.

Principles of consolidation

The Financial Statements include the accounts of DIRTT Environmental Solutions Ltd. and its subsidiary. All
intercompany balances, income and expenses, unrealized gains and losses and dividends resulting from intercompany
transactions have been eliminated on consolidation.

Basis of measurement

These Financial Statements have been prepared on the historical cost convention except for certain financial
instruments, assets held for sale and certain components of stock-based compensation that are measured at fair value.
Historical cost is generally based on the fair value of the consideration given in exchange for assets. The Company’s
quarterly tax provision is based upon an estimated annual effective tax rate.
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Seasonality

Sales of the Company’s products are driven by consumer and industrial demand for interior construction
solutions. The timing of customers’ construction projects can be influenced by a number of factors including the
prevailing economic climate and weather.

3. ADOPTION OF NEW AND REVISED ACCOUNTING STANDARDS

On December 14, 2023, the FASB issued Accounting Standards Update No. 2023-09, “Improvements to
Income Tax Disclosures” (“ASU 2023-09”) further disaggregated information on an entity’s tax rate reconciliation
and income taxes paid. The amendments in ASU 2023-09 are effective for fiscal years beginning after December 15,
2024, on a prospective basis with an option of retrospective application. The Company is evaluating the impact of
the adoption of this standard.

Although there are several other new accounting standards issued or proposed by the FASB, which the Company
has adopted or will adopt, as applicable, the Company does not believe any of these accounting pronouncements has
had or will have a material impact on its Financial Statements.

4. REORGANIZATION AND ASSETS HELD FOR SALE

Workforce Reductions

Beginning in early 2023, a review of our costs resulted in the decision to eliminate a number of salaried
positions. These actions resulted in the Company incurring certain one-time termination costs. There were no
restructuring costs associated with workforce reductions in the three and nine months ended September 30, 2024.

Temporary Suspension of Operations and Subsequent Closure at Rock Hill, South Carolina (the “Rock Hill
Facility”)

On August 23, 2022, we announced the temporary suspension of operations at our Rock Hill Facility, shifting
related manufacturing to our Calgary manufacturing facility. Costs associated with this idle facility, which included

in cost of sales, were $0.4 million and $1.3 million for the three and nine month period ended September 30, 2024,
respectively (2023 — $0.4 million and $1.4 million).

On September 27, 2023, the Company decided to permanently close the Rock Hill Facility. Certain assets,
including manufacturing equipment, which met held-for-sale criteria at that time were reclassified from property, plant
and equipment. During the three months ended March 31, 2024, $1.0 million of the assets held for sale were sold. At
March 31, 2024, the assets held for sale balance was reduced from $0.5 million to $nil, resulting in a $0.5 million
impairment charge for the first quarter as we were not able to determine the likelihood of a sale based on the market
interest at that time.

As at September 30,

2024 2023
Assets held for sale, opening 1,555 -
Proceeds from sale of assets held for sale (1,025) -
Impairment charge on reassessment (530) -

Assets held for sale, ending - -

For the three months and nine months ended September 30, 2024, reorganization costs incurred relate to the
above mentioned initiatives:
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For the Three Months Ended

For the Nine Months Ended

September 30, September 30,
2024 2023 2024 2023

Termination benefits - 168 - 2,138
Phoenix facility closure - 24 - 96
Rock Hl!l Facility temporary suspension and closure 604 129 932 129
of operations

Other costs - - 12 494
Total reorganization costs 604 321 944 2,857
Reorganization costs in accounts payable and accrued liabilities at January 1, 2023 2,277
Reorganization expense 3,009
Reorganization costs paid (4,690)
Reorganization costs in accounts payable and accrued liabilities at December 31, 2023 596
Reorganization expense 944
Reorganization costs paid (1,045)
Reorganization costs in accounts payable and accrued liabilities at September 30, 2024 495

Of the $0.5 million reorganization costs in accounts payable and accrued liabilities as at September 30, 2024
(December 31, 2023 — $0.6 million), $0.1 million relates to termination benefits (December 31, 2023 — $0.5 million)
and $0.4 million relates to other reorganization costs (December 31, 2023 — $0.1 million). The Company is in the
process of moving remaining assets at the Rock Hill Facility to other operating locations.

5. GAIN ON EXTINGUISHMENT OF CONVERTIBLE DEBENTURES

On February 15, 2024, the Company commenced a substantial issuer bid and tender offer (the “Issuer Bid”)
pursuant to which the Company offered to repurchase for cancellation: (i) up to C$6.0 million principal amount of its
issued and outstanding January Debentures (as defined in Note 9) at a purchase price of C$720 per C$1,000 principal
amount of January Debentures, and (ii) up to C$9.0 million principal amount of its issued and outstanding December
Debentures (as defined in Note 9), at a purchase price of C$600 per C$1,000 principal amount of December
Debentures.

C$4.7 million ($3.5 million) aggregate principal amount of the January Debentures and C$5.8 million ($4.3
million) aggregate principal amount of December Debentures were validly deposited and not withdrawn at the
expiration of the Issuer Bid on March 22, 2024, representing approximately 11.66% of the January Debentures and
16.50% of the December Debentures issued and outstanding at that time. The Company took up all the Debentures
(as defined in Note 9) tendered pursuant to the Issuer Bid for aggregate consideration of C$7.0 million ($5.2 million)
(comprised of C$6.9 million ($5.1 million) repayment on principal and interest of C$0.1 million ($0.1 million)).

On August 2, 2024, the Company entered into a Convertible Debenture Repurchase Agreement (the
“Repurchase Agreement”) with 22NW Fund, LP (“22NW?”), pursuant to which the Company purchased for
cancellation an aggregate of C$18,915,000 principal amount of the January Debentures at a purchase price of
C$684.58 per C$1,000 principal amount of January Debentures and C$13,638,000 principal amount of the December
Debentures at a purchase price of C$665.64 per C$1,000 principal amount of December Debentures, for an aggregate
purchase price of C$22,104,591.45, inclusive of a cash payment for all accrued and unpaid interest up to, but
excluding, the date on which such Debentures were purchased by the Company (the “Debenture Repurchase™). The
Debenture Repurchase closed on August 2, 2024. The purchase price of each series of Debentures (excluding the cash
payment for accrued and unpaid interest) represented a discount of approximately 4% to the average trading price of
the applicable series of Debentures on the Toronto Stock Exchange (the “TSX”) for the 20 trading days preceding
August 2, 2024. Following the Debenture Repurchase, C$16,642,000 principal amount of the January Debentures and
C$15,587,000 principal amount of the December Debentures remained outstanding and 22NW no longer holds any
Debentures.

On August 28, 2024, the Company commenced a normal course issuer bid (the “NCIB”) for the Debentures (as
defined in Note 9) which will terminate no later than August 27, 2025. Under the NCIB, DIRTT is permitted to acquire
up to C$1,664,200 principal amount of the January Debentures and C$1,558,700 principal amount of the December
Debentures. As at September 30, 2024, C$0.1 million and C$nil principal amounts of the December Debentures and
January Debentures were acquired through the NCIB, respectively.
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In accordance with GAAP, it was determined that the C$29.0 million ($21.3 million) repayment on convertible
debt through the Issuer Bid, the Debenture Repurchase, and the NCIB, triggered an extinguishment of C$43.1 million
($31.7 million) of principal amount of debt. The gain on extinguishment of $7.5 million and $10.4 million for the
three and nine months ended September 30, 2024, respectively, was calculated as the difference between the
repayment and the net carrying value of the extinguished principal less unamortized issuance costs of C$1.2 million
($0.9 million) (refer to Note 9).

6. GAIN ON SALE OF SOFTWARE AND PATENTS

There were no sales of software and patents during the three and nine months ended September 30, 2024.

On May 9, 2023, the Company entered into a Co-Ownership Agreement (the “Co-Ownership Agreement”) and
a partial patent assignment agreement with AWI. The agreements provided for a cash payment from AWI to the
Company of $10.0 million, subject to certain routine closing conditions, in exchange for the partial assignment to
AWI and resulting co-ownership of a 50% interest in the rights, title and interests in certain intellectual property rights
in a portion of the ICE software that is used by AWI (the “Applicable ICE Code”), including a 50% interest in the
patent rights that relate to the Applicable ICE Code. Under the Co-Ownership Agreement, the Company also agreed
to provide AWI a transfer of knowledge concerning the source code of the Applicable ICE Code. In exchange for
completing the knowledge transfer, the Company received an additional cash payment of $1.0 million in the fourth
quarter of 2023. The Co-Ownership Agreement provides that the Company and AWI have separate exclusive fields
of use and restrictive covenants with respect to the Applicable ICE Code and related intellectual property, which
survive until either party elects to separate from its relationship with the other and for five years thereafter. The
Company concurrently entered into an Amended and Restated Master Services Agreement (the “ARMSA”) with AWI,
under which AWI had also prepaid certain development services to be provided by DIRTT. The ARMSA will
automatically terminate if the Co-Ownership Agreement is terminated or expires, and may also be terminated if either
party breaches the exclusive fields of use or restrictive covenants in the Co-Ownership Agreement.

The $10.0 million of proceeds on the sale of the 50% interest in the Applicable ICE code, pursuant to the Co-
Ownership Agreement, was received during the second quarter of 2023. In accordance with GAAP, the proceeds were
first applied to the net book value of the related cost of software of $2.9 million and patents (other assets) of
$0.9 million and the residual amount of $6.1 million was recognized as a gain in the consolidated statement of
operations. Further, $1.8 million was received during 2023 as a prepayment under the ARMSA, which was recognized
into revenue during 2023 and the first quarter of 2024. Part of the proceeds of this transaction were used to settle one
of our equipment leases of $1.6 million and resulted in the release of $0.4 million of restricted cash during 2023 (refer
to Note 9).

7. TRADE AND ACCRUED RECEIVABLES

Accounts receivable are recorded at the invoiced amount, do not require collateral and typically do not bear
interest. The Company estimates an allowance for credit losses using the lifetime expected credit loss at each
measurement date, taking into account historical credit loss experience as well as forward-looking information, in
order to establish rates for each class of financial receivable with similar risk characteristics. Adjustments to this
estimate are recognized in the consolidated statement of operations.

In order to manage and assess our risk, management maintains credit policies that include regular review of
credit limits of individual receivables and systematic monitoring of aging of trade receivables and the financial well-
being of our customers. In addition, we acquired trade credit insurance effective April 1,2020. At September 30, 2024,
approximately 91% of our trade accounts receivable are insured, relating to accounts receivable from counterparties
deemed creditworthy by the insurer and excluding accounts receivable from government entities.

Our trade balances are spread over a broad Construction Partner base, which is geographically dispersed. For
the three and nine months ended September 30, 2024, one Construction Partner accounted for greater than 9% of
revenue (one Construction Partner for the three and nine months ended September 30, 2023, respectively). In addition,
and where possible, we collect a 50% deposit on sales, excluding the government and certain other clients.
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The Company’s aged receivables were as follows:

As at
September 30, December 31,
2024 2023

Current 19,212 12,070
Overdue 1,273 3,818

20,485 15,888
Less: expected credit losses (100) (101)

20,385 15,787

No adjustment to our expected credit losses of $0.1 million was required for the three or nine months ended
September 30, 2024. Receivables are generally considered to be past due when over 60 days old, unless there is a
separate payment arrangement in place for the collection of the receivable.

On February 4, 2024, the Company entered into a Litigation Funding Agreement with a third party for the
funding of up to $4.0 million of litigation costs in respect of specific claims against Falkbuilt, Inc., Falkbuilt Ltd. and
Henderson. In return, the Company has agreed to pay from any proceeds received from the settlement of such claims,
a reimbursement of funded amounts plus diligence and underwriting costs, plus a multiple of such funded amount
based on certain milestones. As part of this agreement, the Company is subject to a general security arrangement over
its assets.

8. OTHER LIABILITIES

As at,
September 30, 2024 December 31, 2023
Warranty provisions (! 867 873
DSU liability 1,724 1,086
Income taxes payable 115 289
Sublease deposits 184 184
Equipment lease liability 87 -
Other provisions 50 50
Other liabilities 3,027 2,482
(1)  The following table presents a reconciliation of the warranty provision balance:
As at,
September 30, 2024 December 31, 2023
As at January 1, 873 1,278
Additions to warranty provision 503 1,208
Payments related to warranties (509) (1,613)
867 873
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9. LONG-TERM DEBT

Revolving Leasing Convertible
Credit Facility Facilities Debentures Total Debt
Balance on January 1, 2023 - 11,812 53,623 65,435
Accretion of issue costs - - 698 698
Accrued interest - 526 3,411 3,937
Interest payments - (526) (3,451) (3,977)
Principal repayments - (11,579) - (11,579)
Exchange differences - 251 1,343 1,594
Balance at December 31, 2023 - 484 55,624 56,108
Current portion of long-term debt and accrued interest - 79 762 841
Long-term debt - 405 54,862 55,267
Balance on January 1, 2024 - 484 55,624 56,108
Accretion of issue costs - - 1,398 1,398
Accrued interest - 33 2,053 2,086
Interest payments - (33) (2,498) (2,531)
Principal repayments - (61) (21,262) (21,323)
Gain on extinguishment - - (10,409) (10,409)
Exchange differences - (6) (1,410) (1,416)
Balance at September 30, 2024 - 417 23,496 23,913
Current portion of long-term debt and accrued interest - 82 295 377
Long-term debt - 335 23,201 23,536

Revolving Credit Facility

On February 12, 2021, the Company entered into a loan agreement governing a C$25.0 million senior secured

revolving credit facility with the Royal Bank of Canada (“RBC”), as lender (the “RBC Facility”). Under the RBC
Facility, the Company was able to borrow up to a maximum of 90% of investment grade or insured accounts receivable
plus 85% of eligible accounts receivable plus the lesser of (i) 75% of the book value of eligible inventory and (ii) 85%
of the net orderly liquidation value of eligible inventory less any reserves for potential prior ranking claims (the
“Borrowing Base”). Interest was calculated at the Canadian or U.S. prime rate plus 30 basis points or at the Canadian
Dollar Offered Rate or LIBOR plus 155 basis points. Under the RBC Facility, if the “Aggregate Excess Availability”
(defined as the Borrowing Base less any loan advances or letters of credit or guarantee and if undrawn including
unrestricted cash), was less than C$5.0 million, the Company is subject to a fixed charge coverage ratio (“FCCR”)
covenant of 1.10:1 on a trailing twelve-month basis. Additionally, if the FCCR had been below 1.10:1 for the three
immediately preceding months, the Company was required to maintain a reserve account equal to the aggregate of
one year of payments on outstanding loans on the Leasing Facilities (defined below). Should an event of default have
occurred or the Aggregate Excess Availability been less than C$6.25 million for five consecutive business days, the
Company would have entered a cash dominion period whereby the Company’s bank accounts would have been
blocked by RBC and daily balances would have offset any borrowings and any remaining amounts made available to
the Company.

On February 9, 2023, the Company extended the RBC Facility (the “Extended RBC Facility”). The Extended
RBC Facility had a borrowing base of C$15 million and a one-year term. Interest was calculated as at the Canadian
or U.S. prime rate plus 75 basis points or the Canadian Dollar Offered Rate or Term Secured Overnight Financing
Rate (“Term SOFR”) plus 200 basis points plus the Term SOFR Adjustment (as defined in the amended loan
agreement governing the Extended RBC Facility). Under the Extended RBC Facility, if the trailing twelve-month
FCCR was not above 1.25 for three consecutive months, a cash balance equivalent to one-year’s worth of Leasing
Facilities payments was required to be maintained. Effective October 2023, inventory was scoped out of the Borrowing
Base.

14



On February 9, 2024, the Company extended the Extended RBC Facility (the “Second Extended RBC Facility™).
The Second Extended RBC Facility is subject to the borrowing base calculation to a maximum of C$15 million and a
one-year term. Interest is calculated at the Canadian or U.S. prime rate plus 75 basis points or at the Canadian Dollar
Offered Rate or Adjusted Term CORRA or Term SOFR plus the Term SOFR Adjustment, in each case plus 200 basis
points. At September 30, 2024, available borrowings are C$14.4 million ($10.7 million) (December 31,2023 — C$13.6
million ($10.3 million) of available borrowings), calculated in the same manner as the RBC Facility described above,
of which no amounts have been drawn. The Second Extended RBC Facility removed the three-month FCCR covenant,
which resulted in the release of $0.1 million of restricted cash during the first nine months of 2024 (the Company had
$0.4 million restricted cash as at December 31, 2023).

Leasing Facilities

The Company has a C$5.0 million equipment leasing facility in Canada (the “Canada Leasing Facility”) of
which C$4.4 million ($3.3 million) has been drawn and C$3.9 million ($2.9 million) has been repaid, and a $14.0
million equipment leasing facility in the United States (the “U.S. Leasing Facility” and, together with the Canada
Leasing Facility, the “Leasing Facilities”) with RBC, of which $13.3 million has been drawn and repaid. The Canada
Leasing Facility has a seven-year term and bears interest at 4.25%. Refer to Note 4 on the decision to permanently
close the Rock Hill Facility. As part of this decision, the Company fully settled the $7.8 million principal balance of
the U.S. Leasing Facility in the fourth quarter of 2023. The U.S. Leasing Facility is no longer available to be drawn
on.

The Company did not make any draws on the Canada Leasing Facility during the first nine months of 2024
(2023 — $nil). The associated financial liabilities are shown on the consolidated balance sheet in the current portion of
long-term debt and accrued interest and long-term debt.

Convertible Debentures

On January 25, 2021, the Company completed a C$35.0 million ($27.5 million) bought-deal financing of
convertible unsecured subordinated debentures with a syndicate of underwriters (the “January Debentures”). On
January 29, 2021, the Company issued a further C$5.25 million ($4.1 million) of the January Debentures under the
terms of an overallotment option granted to the underwriters. The January Debentures will mature and be repayable
on January 31, 2026 (the “January Debentures Maturity Date””) and accrue interest at the rate of 6.00% per annum
payable semi-annually in arrears on the last day of January and July of each year commencing on July 31, 2021 until
the January Debentures Maturity Date. Interest and principal are payable in cash or shares at the option of the
Company. The January Debentures will be convertible into common shares of DIRTT, at the option of the holder, at
any time prior to the close of business on the business day prior to the earlier of the January Debentures Maturity Date
and the date specified by the Company for redemption of the January Debentures. Costs of the transaction were
approximately C$2.7 million, including the underwriters’ commission. As a result of the Rights Offering (as defined
herein) (refer to Note 15), the conversion price of the January Debentures was adjusted to C$4.03 per common share
representing a conversion rate of 248.1390 common shares per C$1,000 principal amount. On March 22, 2024, the
Company completed the Issuer Bid in which the Company repurchased for cancellation C$4.7 million ($3.5 million)
of the principal balance of the January Debentures, and paid C$0.04 million ($0.03 million) of the interest payable on
such January Debentures (refer to Note 5). On August 2, 2024, the Company completed the Debenture Repurchase
and repurchased for cancellation C$18.9 million principal amount of the January Debentures held by 22NW. On
August 26, 2024, the Company announced the NCIB for the Debentures, which commenced on August 28, 2024.
During the third quarter of 2024, the Company did not repurchase for cancellation any of the January Debentures as
part of the NCIB. As at September 30, 2024, C$16.6 million ($12.2 million) principal amount of the January
Debentures was outstanding.
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On December 1, 2021, the Company completed a C$35.0 million ($27.4 million) bought-deal financing of
convertible unsecured subordinated debentures with a syndicate of underwriters (the “December Debentures” and,
together with the January Debentures, the “Debentures”). These December Debentures will mature and be repayable
on December 31, 2026 (the “December Debentures Maturity Date’) and accrue interest at the rate of 6.25% per annum
payable semi-annually in arrears on the last day of June and December of each year commencing on June 30, 2022
until the December Debentures Maturity Date. Interest and principal are payable in cash or shares at the option of the
Company. The December Debentures will be convertible into common shares of DIRTT, at the option of the holder,
at any time prior to the close of business on the business day prior to the earlier of the December Debentures Maturity
Date and the date specified by the Company for redemption of the December Debentures. Costs of the transaction
were approximately C$2.3 million, including the underwriters’ commission. As a result of the Rights Offering (refer
to Note 15), the conversion price of the December Debentures was adjusted to C$3.64 per common share representing
a conversion rate of 274.7253 common shares per C$1,000 principal amount. On March 22, 2024, the Company
completed the Issuer Bid in which the Company repurchased for cancellation C$5.8 million ($4.3 million) of the
principal balance of the December Debentures and paid C$0.08 million ($0.06 million) of the interest payable on such
December Debentures (refer to Note 5). On August 2, 2024, the Company repurchased for cancellation C$13.6 million
($10.1 million) principal amount of December Debentures held by 22NW. On August 26, 2024, the Company
announced a NCIB for the Debentures. During the third quarter of 2024, the Company repurchased for cancellation
C$0.1 million ($0.1 million) principal amount of December Debentures as part of the NCIB. As at September 30,
2024, C$15.5 million ($11.5 million) principal amount of the December Debentures was outstanding.

10. STOCK-BASED COMPENSATION

In May 2020, shareholders approved the DIRTT Environmental Solutions Long Term Incentive Plan (the “2020
LTIP”). The 2020 LTIP replaced the predecessor incentive plans, being the Performance Share Unit Plan (“PSU Plan”)
and the Amended and Restated Stock Option Plan (“Stock Option Plan”). Following the approval of the 2020 LTIP,
no further awards will be made under either the Stock Option Plan or the PSU Plan, but both remain in place to govern
the terms of any awards that were granted pursuant to such plans and remain outstanding.

In May 2023, shareholders approved the DIRTT Environmental Solutions Ltd. Amended and Restated Long-
Term Incentive Plan (the “2023 LTIP”) at the annual and special meeting of shareholders. The 2023 LTIP gives the
Company the ability to award options, share appreciation rights, restricted share units, deferred share units, restricted
shares, dividend equivalent rights, and other share-based awards and cash awards to eligible employees, officers,
consultants and directors of the Company and its affiliates. In accordance with the 2023 LTIP, the sum of (i)
12,350,000 common shares plus (ii) the number of common shares subject to stock options previously granted under
the Stock Option Plan that, following May 22, 2020, expire or are cancelled or terminated without having been
exercised in full, have been reserved for issuance under the 2023 LTIP. Upon vesting of certain LTIP awards, the
Company may withhold and sell shares as a means of meeting DIRTT’s tax withholding requirements in respect of
the withholding tax remittances required in respect of award holders. To the extent the fair value of the withheld shares
upon vesting exceeds the grant date fair value of the instrument, the excess amount is credited to retained earnings or
deficit.

In May 2024, shareholders approved the DIRTT Environmental Solutions Ltd. Second Amended and Restated
Long-Term Incentive Plan (the “2024 LTIP”) at the annual and special meeting of shareholders. The effective date of
the 2024 LTIP is May 9, 2024. The 2024 LTIP gives the Company the ability to award options, share appreciation
rights, restricted share units, deferred share units, restricted shares, dividend equivalent rights, and other share-based
awards and cash awards to eligible employees, officers, consultants and directors of the Company and its affiliates. In
accordance with the 2024 LTIP, the sum of (i) 27,350,000 common shares plus (ii) the number of common shares
subject to stock options previously granted under the Stock Option Plan that, following May 22, 2020, expire or are
cancelled or terminated without having been exercised in full, have been reserved for issuance under the 2024 LTIP.
Upon vesting of certain LTIP awards, the Company may withhold and sell shares as a means of meeting DIRTT’s tax
withholding requirements in respect of the withholding tax remittances required in respect of award holders. To the
extent the fair value of the withheld shares upon vesting exceeds the grant date fair value of the instrument, the excess
amount is credited to retained earnings or deficit.

Deferred share units (“DSUs”) have historically been granted to non-employee directors under the Deferred

Share Unit Plan for Non-Employee Directors (as amended and restated, the “DSU Plan”) and settleable only in cash.
The 2024 LTIP gives the Company the ability to settle DSUs in either cash or common shares, while consolidating
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future share-based awards under a single plan. The terms of the DSU Plan are otherwise materially unchanged as
incorporated into the 2024 LTIP. Effective May 30, 2023, no new awards will be made under the DSU Plan, but
awards previously granted under the DSU Plan will continue to be governed by the DSU Plan. DSUs are settled
following cessation of services with the Company.

Stock-based compensation expense

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2024 2023 2024 2023
Equity-settled awards 627 594 1,641 2,106
Cash-settled awards 176 475 264 437
803 1,069 1,905 2,543

The following summarizes RSUs, PRSUs (as defined herein), share awards, PSUs, and DSUs activity during
the periods:

RSU
RSU Time- Performance- Share
Based Based Awards PSU DSU
Number of Number of Number of Number of Number of
units units units units units
Outstanding at December 31, 2022 1,885,337 343,919 - - 1,165,319
Granted 3,549,500 - 522,883 2,584,161 1,646,420
Vested or settled (987,054) (258,760) (522,883) - (220,590)
Withheld to settle employee tax obligations (64,230) - - - -
Forfeited or expired (600,345) - - (738,553) -
Outstanding at September 30, 2023 3,783,208 85,159 - 1,845,608 2,591,149
Outstanding at December 31, 2023 3,530,564 64,029 - 1,845,608 3,086,172
Granted 8,456,663 - - - 1,409,962
Vested or settled (1,336,802) (12,574) - - (741,306)
Withheld to settle employee tax obligations (351,672) - - - -
Forfeited or expired (159,663) (6,278) - - -
Outstanding at September 30, 2024 10,139,090 45,177 - 1,845,608 3,754,828

Restricted share units (time-based vesting)

Except as noted below, outstanding restricted share units (“RSUs’) that vest based on time have an aggregate
time-based vesting period of three years and generally one-third of the RSUs vest every year over a three-year period
from the date of grant. At the end of a three-year term, the RSUs will be settled by way of the provision of cash or
shares to employees (or a combination thereof), at the discretion of the Company. The weighted average fair value of
the RSUs granted in the nine months ended September 30, 2023 and 2024 were C$0.46 and C$0.67, respectively,
which was determined using the closing price of the Company’s common shares on their respective grant dates.

During the third quarter, certain of the Company’s executives were issued (i) 5 million RSUs which will cliff
vest on August 14, 2026 and (ii) 975,000 RSUs, one-third of which will vest every year over a three-year period from
the date of grant, in each case such vesting is generally subject to continued employment. Once vested, the RSUs will
be settled by way of the provision of cash or shares to employees (or a combination thereof), at the discretion of the
Company. The weighted average fair value of the RSUs granted was C$0.75, which was determined using the closing
price of the Company’s common shares on the grant date.

Restricted share units (performance-based vesting)

During 2022 and 2021, restricted share units were granted to executives with service and performance-based
conditions for vesting (the “PRSUs”). If the Company’s share price increases to certain values for 20 consecutive
trading days, as outlined below, a percentage of the PRSUs will vest at the end of the three-year service period.

The grant date fair value of the 2022 and 2021 PRSUs were valued using the Monte Carlo valuation method
and determined to have a weighted average grant date fair value of C$1.87 and C$3.27, respectively.
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Based on share price performance since the date of grant, 66.7% of the 2021 PRSUs vested on March 1, 2024,
but none of the 2022 PRSUs will vest upon completion of the three-year service period.

% of PRSUs Vesting
33.3% 66.7% 100.0% 150.0%

2021 and 2022 PRSUs $ 3.00 $ 400 $ 500 $ 7.00

Share awards

There were no share awards granted or vested during the first nine months of 2024.

In the first quarter of 2023, 36,254 share awards were issued to a consultant as compensation for services
rendered. During the quarter ended June 30, 2023, certain executives were issued share awards in lieu of cash paid
variable incentive compensation. These share awards vested upon grant. The fair value of the share awards granted
was C$0.49 ($0.34), which was determined using the closing price of the Company’s common shares on the grant
date.

Performance share units

During the second quarter of 2023, certain executives were issued a strategic equity grant through Performance
Share Units (“PSUs”). The performance period of the PSUs is from January 1, 2023 to December 31, 2026 with a cliff
vesting term for December 31, 2026. 2,584,161 PSUs were granted and depending on the level of performance, the
PSUs will vest 100%, 160% or 190% up to a maximum of 4,909,907 PSUs. Settlement will be made in the form of
shares issued from treasury. The performance measures are a combination of Revenue and Earnings Before Interest,
Taxes, Depreciation and Amortization and both targets have to be achieved. As of September 30, 2024, the fair value
of these PSUs have been deemed to be nil based on the likelihood of achieving the targets compared to current results.
During the third quarter of 2023, 738,553 PSUs with a $nil value were forfeited as a result of an executive departure
and 1,845,608 PSUs with a $nil value are outstanding at September 30, 2024.

Deferred share units
Granted under the DSU Plan

The fair value of the DSU liability and the corresponding expense is charged to profit or loss at the grant date.
Subsequently, at each reporting date between the grant date and settlement date, the fair value of the liability is
remeasured with any changes in fair value recognized in profit or loss for the period. DSUs outstanding at September
30, 2024 had a fair value of $0.5 million which is included in other liabilities on the balance sheet (December 31, 2023
— $0.5 million).

Granted under the 2023 and 2024 LTIP

DSUs granted after May 30, 2023 (the “New DSUs”) will be settled by way of the provision of cash or shares
(or a combination thereof) to the Directors, at the discretion of the Company. The Company intends to settle these
DSUs through issuances of common shares. The weighted average fair value of the DSUs granted in 2023 and 2024
was C$0.46 ($0.34) and C$0.64 ($0.47), respectively, which was determined using the closing price of the Company’s
common shares on the grant date. New DSUs outstanding at September 30, 2024 had a fair value of $1.2 million
which is included in other liabilities on the balance sheet (December 31, 2023 — $0.6 million).
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Options

The following summarizes options forfeited and expired during the periods:

Number of Weighted average
options exercise price C$

Outstanding at December 31, 2022 1,480,069 7.03
Forfeited (989,066) 6.97
Expired (263,725) 6.46
Outstanding at September 30, 2023 227,278 7.95
Outstanding at December 31, 2023 209,409 7.71
Forfeited (2,000) 7.84
Expired (207,409) 7.70

Exercisable at September 30, 2024 - -

As at September 30, 2024, the Company had no outstanding options.

Dilutive Instruments

For the three and nine months ended September 30, 2024, 0.1 million and 2.0 million RSUs, 2.3 million and 1.8
million New DSUs, respectively, and 45.9 million shares which would have been issued if the principal amount of the
Debentures were settled in common shares at the quarter-end price were included in the diluted earnings per share
calculation. 0.04 million PRSUs, 1.8 million PSUs and 6.1 million and 8.1 million RSUs, in the three and nine months
ended September 30, 2024, respectively, were excluded from the diluted weighted average number of common shares,
as their effect would have been anti-dilutive to the net income per share. See Note 11 for the dilutive impact on net
income per share.

For the three and nine months ended September 30, 2023, 3.9 million RSUs (including PRSUs), 1.2 million
New DSUs, 2.6 million PSUs, 0.2 million options, 1.1 million shares relating to equity-settled Variable Pay Plan
(“VPP”) and 134.4 million shares which would be issued if the principal amount of the Debentures were settled in our
common shares at the quarter-end price were excluded from the diluted weighted average number of common shares
calculation as their effect would have been anti-dilutive to the net loss per share.
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11. EARNINGS PER SHARE

On November 21, 2023, the Company announced a Rights Offering (refer to Note 15) which distributed to
holders of common shares, as of the close of business on December 12, 2023, transferable subscription rights to
purchase up to an aggregate of 85,714,285 common shares at a subscription price of C$0.35 per common share
(refer to Note 15). On January 9, 2024, the Company announced the completion of the Rights Offering, pursuant to
which the Company issued an aggregate of 85,714,285 common shares. A retrospective adjustment is required on
the calculation of net income (loss) per share for the three and nine months ended September 30, 2023 to account for
the bonus factor that resulted from this event.

For the Three Months Ended For the Nine Months Ended

September 30, September 30,

2024 2023 2024 2023
Net income (loss) per share — basic
Net income (loss) (thousands of U.S. dollars) $ 7,001 $ (6,311) $ 10,732 $ (15,539)
Weighted average number of shares outstanding (thousands
of shares as previously calculated) NA 104,449 NA 101,036
Weighted average number of shares outstanding (thousands
of shares restated) 193,020 118,943 189,585 115,055
Net income (loss) per share (U.S. dollars) — basic (as
previously calculated, prior to Rights Offering) NA § (0.06) NA § (0.15)
Net income (loss) per share (U.S. dollars) — basic (as on the
Consolidated Statement of Operations) $ 0.04 § 0.05) $ 0.06 $ (0.14)

Net income (loss) per share - diluted

Net income (1oss) (thousands of U.S. dollars) $ 7,091 $ (6,311) $ 10,732 $ (15,539)

Interest on convertible debentures $ 486 NA $§ 2,053 NA
$ 7,577 $ (6,311) $ 12,785 $ (15,539)

Weighted average number of shares outstanding (thousands

of shares as previously calculated) NA 104,449 NA 101,036

Weighted average number of shares outstanding (thousands

of shares restated) 193,020 118,943 189,585 115,055

Dilutive debentures on convertible debt (thousands of shares)

M 45,861 - 45,861 -

Dilutive RSUs and PRSUs (thousands of shares) 117 - 2,043 -

Dilutive New DSUS (thousands of shares) @) 2,274 - 1,812 -

Weighted average number of shares outstanding (thousands

of shares as previously calculated) NA 118,943 NA 115,055

Weighted average number of shares outstanding (thousands

of shares restated) 241,272 11 8,943 239,301 1 15,055

Net income (loss) per share (U.S. dollars) — diluted (as

previously calculated, prior to Rights Offering) NA § (0.06) NA § (0.15)

Net income (loss) per share (U.S .dollars) — diluted (as on

the Interim Condensed Consolidated Statement of Operations) $ 0.03 $ 0.05) $ 005 $ (0.14)

(1) For the three and nine months ended September 30, 2023, the Net loss per share - diluted excludes the effect of 134.4 million shares that
would be issued if the principal amount of the Debentures were settled in our common shares at the quarter end price and are excluded as they
would be anti-dilutive. For the three and nine months ended September 30, 2024, the Net income per share — diluted includes the effect of 45.9
million shares related to the Debentures as they would have the potential to dilute basic earnings per share.

(2) For the three and nine months ended September 30, 2023, the Net loss per share — diluted excludes the effect of 3.9 million RSUs (including
PRSUs), 1.1 million shares relating to equity-settled VPP, 1.2 million New DSUs, 0.2 million options and 2.6 million PSUs as these would be
anti-dilutive.

(3) For the three and nine months ended September 30, 2024, the Net income per share — diluted excludes the effect of 0.04 million PRSUs, and
1.8 million PSUs, 6.1 million and 8.1 million RSUs as they would be anti-dilutive.
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12. REVENUE

In the following table, revenue is disaggregated by performance obligation and timing of revenue recognition.
All revenue comes from contracts with customers. See Note 13 for the disaggregation of revenue by geographic region.

For the Three Months Ended

For the Nine Months Ended

September 30, September 30,
2024 2023 2024 2023
Product 38,510 43,132 109,527 113,323
Transportation 3,788 4,767 11,602 13,169
License fees from Construction Partners 177 196 561 613
Total product revenue 42,475 48,095 121,690 127,105
Installation and other services 900 1,442 3,733 3,893
43,375 49,537 125,423 130,998

DIRTT sells its products and services pursuant to fixed-price contracts which generally have a term of one year
or less. The transaction price used in determining the amount of revenue to recognize from fixed-price contracts is
based upon agreed contractual terms with each customer and is not subject to variability.

For the Three Months Ended For the Nine Months Ended

September 30, September 30,
2024 2023 2024 2023
At a point in time 42,298 47,899 121,129 126,492
Over time 1,077 1,638 4,294 4,506
43,375 49,537 125,423 130,998

Revenue recognized at a point in time represents the majority of the Company’s sales. Revenue is recognized
when a customer obtains legal title to the product, which is when ownership of the product is transferred to, or services
are delivered to, the customer. Revenue recognized over time is limited to installation and ongoing maintenance
contracts with customers and is recorded as performance obligations which are satisfied over the term of the contract.

Contract Liabilities

As at
December 31, 2023

September 30, 2024 December 31, 2022

Customer deposits 3,344 5,290 4,458
Deferred revenue 180 - 408
Contract liabilities 3,524 5,290 4,866

Contract liabilities primarily relate to deposits received from customers and maintenance revenue from license
subscriptions. The balance of contract liabilities was lower as at September 30, 2024 compared to December 31, 2023
mainly due to the timing of orders and payments. Contract liabilities as at December 31, 2023 and 2022 totaling $5.3
million and $4.8 million, respectively, were recognized as revenue during the nine months ended September 30, 2024
and 2023, respectively.
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Sales by Industry

The Company periodically reviews the growth of product and transportation revenue by vertical market to
evaluate the success of industry-specific sales initiatives. The nature of products sold to the various industries is
consistent and therefore review is focused on sales performance.

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2024 2023 2024 2023
Commercial 27,815 31,272 86,012 82,154
Healthcare 6,975 8,483 14,824 25,111
Government 3,768 4,606 12,335 10,581
Education 3,740 3,538 7,958 8,646
License fees from Construction Partners 177 196 561 613
Total product and transportation revenue 42,475 48,095 121,690 127,105
Installation and other services 900 1,442 3,733 3,893
43,375 49,537 125,423 130,998

13. SEGMENT REPORTING

The Company has one reportable and operating segment and operates in two principal geographic locations —
Canada and the United States. Revenue continues to be derived almost exclusively from projects in North America
and predominantly from the United States. The Company’s revenue from operations from external customers, based
on location of operations, and information about its non-current assets, is detailed below.

Revenue from external customers

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2024 2023 2024 2023
Canada 7,879 5,665 15,607 14,577
U.S. 35,496 43,872 109,816 116,421
43,375 49,537 125,423 130,998
Non-current assets
As At
September 30, 2024 December 31, 2023
Canada 28,887 30,033
U.S. 26,210 30,759
55,097 60,792

DIRTT has one reportable segment: solutions. The DIRTT solutions segment derives revenues from customers
by providing physical products and digital tools through our ICE software to create interior spaces for our customers
across the commercial, healthcare, education and government industries. The solutions segment provides digital tools
(access to ICE software) and physical products to create modular interior construction spaces for our customers.

DIRTT’s chief operating decision maker is the executive leadership team that includes the president and chief
operating officer, chief financial officer, and the chief executive officer. The chief operating decision maker assesses
performance for the solutions segment and decides how to allocate resources based on gross profit and net income
(loss) that also is reported on the Consolidated Statement of Operations and Comprehensive Loss as consolidated
gross profit and net income (loss). The measure of segment assets is reported on the balance sheet as total consolidated
assets. The chief operating decision maker uses net income to evaluate income generated from segment assets (return
on assets) in deciding whether to reinvest profits into the solutions segment or into other parts of the entity, such as to
repay long-term debt.

Gross profit and net income (loss) are used to monitor budget versus actual results. The chief operating decision
maker also uses net income (loss) in competitive analysis by benchmarking to DIRTT’s competitors. The competitive
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analysis along with the monitoring of budgeted versus actual results are used in assessing performance of the segment
and in establishing management’s compensation.

DIRTT derives revenue primarily in North America and manages the business activities on a consolidated basis.
The technology used in the customer arrangements is based on a single software platform that is deployed to, and
implemented by, customers in a similar manner.

Segment profit and loss reconciliation to net income (loss) after tax

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2024 2023 2024 2023
($ in thousands) ($ in thousands)

Revenue 43,375 49,537 125,423 130,998
Gross Profit 16,813 17,065 46,336 40,304
Gross Profit Margin 38.8% 34.4% 37.3% 30.8%
Operating expenses (") 15,633 23,163 44,847 58,800
Operating income (loss) 1,180 (6,098) 1,989 (18,496)
Other income/(expenses) and gains/(losses) ® 5,911 (213) 8,743 2,957
Net income (loss) after tax 7,091 (6,311) 10,732 (15,539)

Reconciliation of profit or loss
Adjustments and reconciling items - = - -
Net income (loss) after tax 7,091 (6,311) 10,732 (15,539)

(1) Includes Sales and marketing, General and administrative, Operations support, Technology and development, Stock-based compensation,
Reorganization costs, Related party expenses, and Impairment charges

(2) Includes Tax expenses, non-recurring gains and losses, government subsidies, foreign exchange gains(losses), interest income, and interest
expenses

14. INCOME TAXES

As at September 30, 2024, the Company had a valuation allowance of $31.8 million against deferred tax assets
as the Company has experienced cumulative losses in recent years (December 31, 2023 — $34.5 million).

15. RIGHTS OFFERING

On November 21, 2023, the Company announced that the Board of Directors had approved a rights offering
(the “Rights Offering”) to its common shareholders for aggregate gross proceeds of C$30.0 million ($22.4 million).

In connection with the Rights Offering, the Company entered into a standby purchase agreement, dated
November 20, 2023 (the “Standby Purchase Agreement”) with 22NW and 726 BC LLC and 726 BF LLC (together,
“726”), or their permitted assigns (collectively and including WWT Opportunity #1 LLC (“WWT?”), to which 726
transferred all of their common shares to on December 1, 2023, the “Standby Purchasers™). Subject to the terms and
conditions of the Standby Purchase Agreement, each Standby Purchaser agreed to exercise its Basic Subscription
Privilege (as defined below) in full and to collectively purchase from the Company, at the subscription price, all
common shares not subscribed for by holders of Rights (as defined below) under the Basic Subscription Privilege or
Additional Subscription Privilege (as defined below), up to a maximum of C$15.0 million each, so that the maximum
number of common shares that could be issued in connection with the Rights Offering would be issued and the
Company would receive aggregate gross proceeds of C$30.0 million ($22.4 million). As described below, no standby
fee was paid to the Standby Purchasers in connection with the Rights Offering; however, DIRTT reimbursed the
Standby Purchasers for their reasonable expenses in the amount of $0.03 million each.
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On January 9, 2024, the Company announced the completion of the Rights Offering to its common shareholders
and the issuance of 85,714,285 common shares at a price of C$0.35 ($0.26) per whole common share for aggregate
gross proceeds of C$30.0 million ($22.4 million) and aggregate net proceeds of $21.3 million ($1.1 million of costs
associated with the Rights Offering). Each right distributed under the Rights Offering (each, a “Right”) entitled eligible
holders to subscribe for 0.81790023 common shares, exercisable for whole common shares only, meaning 1.22264301
Rights were required to purchase one common share (the “Basic Subscription Privilege”). In accordance with
applicable law, the Rights Offering included an additional subscription privilege (the “Additional Subscription
Privilege”) under which eligible holders of Rights who fully exercised the Rights issued to them under their Basic
Subscription Privilege, were entitled to subscribe for additional common shares, on a pro rata basis, that were not
otherwise subscribed for under the Basic Subscription Privilege.

DIRTT issued an aggregate of 67,379,471 common shares pursuant to the Basic Subscription Privilege and
18,334,814 common shares pursuant to the Additional Subscription Privilege. As a result of the common shares issued
under the Basic Subscription Privilege and Additional Subscription Privilege, no common shares were available for
issuance pursuant to the Standby Purchase Agreement.

16. COMMITMENTS

As at September 30, 2024, the Company had outstanding purchase obligations of approximately $3.1 million
related to inventory and property, plant and equipment purchases (December 31, 2023 — $2.8 million). As at September
30, 2024, the Company had undiscounted operating lease liabilities of $42.4 million (December 31, 2023 — $45.1
million).

17. RELATED PARTY TRANSACTIONS

On March 15,2023, the Company entered into a Debt Settlement Agreement (the “Debt Settlement Agreement”)
with 22NW and Aron English, 22NW’s principal and a director of DIRTT, (together, the “22NW Group”) who,
collectively, beneficially owned approximately 19.5% of the Company’s issued and outstanding common shares at
such time. Pursuant to the Debt Settlement Agreement, the Company agreed to reimburse the 22NW Group for the
costs incurred by the 22N'W Group in connection with the contested director election at the annual and special meeting
of shareholders of the Company held on April 26, 2022, being approximately $1.6 million (the “Debt”).

Pursuant to the Debt Settlement Agreement, the Company agreed to repay the Debt by either, or a combination
of (i) a payment in cash by the Company to the 22NW Group, and/or (ii) the issuance of equity securities of the
Company to the 22NW Group. The liability as at March 31, 2023 was revalued using the closing common share price
at March 31, 2023, and a $2.1 million liability and expense was recorded in the financial statements.

In connection with the Debt Settlement Agreement, on March 15, 2023, the Company entered into a share
issuance agreement with the 22NW, pursuant to which the Company agreed to repay the Debt with the issuance to the
22NW Group of 3,899,745 common shares at a deemed price of $0.40 per common share, subject to approval by the
Company’s shareholders which was obtained at the Company’s annual and special meeting of shareholders held on
May 30, 2023.

Other related party transactions for the nine months ended September 30, 2023, relate to the sale of DIRTT
products and services to the 22NW Group for $0.3 million. The sale to the 22NW Group was based on price lists in
force and terms that are available to all employees. There were no sales to the 22NW Group for the nine months ended
September 30, 2024.

On August 2, 2024, the Company entered into a Convertible Debenture Repurchase Agreement (the
“Repurchase Agreement”) with 22NW Group to purchase for cancellation an aggregate of C$18.9 million
($14.0 million) principal amount of the January Debentures and C$13.6 million ($10.1 million) principal amount of
the December Debentures for an aggregate purchase price of C$22.1 million ($16.2 million). Interest earned on such
Debentures to, but not including, the date of repurchase for the three months and nine months ended September 30,
2024 was $0.3 million and $1.0 million, respectively, and was $0.4 million for the three and nine months ended
September 30, 2023. Interest is earned on terms applicable to all Debenture holders. As at September 30, 2024, 22NW
no longer held any Debentures.
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Also on August 2,2024, DIRTT entered into a support and standstill agreement (the “Support Agreement”) with
22NW and WWT, DIRTT’s second largest shareholder, which replaced the support and standstill agreement entered
into with 22NW on March 22, 2024. Under the Support Agreement, both 22NW and WWT agreed to certain voting
and standstill obligations, including voting in favor of the management director nominees at each of DIRTT’s next
two annual general meetings and voting in favor of the ratification of the Amended and Restated SRP (as defined
below). Additionally, each of 22NW and WWT has the right to designate a director nominee at each of DIRTT’s next
two annual general meetings, and are each subject to certain restrictions with respect to commencing a take-over bid
for the Company. The Support Agreement also permits WWT to acquire up to 4,067,235 additional shares through
market purchases (representing approximately 2% of the issued and outstanding shares), which provides WWT with
an opportunity to own the same number of shares as 22NW (being 57,447,988 shares, or approximately 29.8% of the
issued and outstanding shares as of the date of the Support Agreement). The Support Agreement otherwise prohibits
each of 22NW and WWT from acquiring any additional shares.

To give effect to the terms of the Support Agreement, the Board adopted an amended and restated shareholder
rights plan effective August 2, 2024 (the “Amended and Restated SRP”’), which amended and restated the Company's
shareholder rights plan agreement originally adopted by the Board on March 22, 2024 (the “Original SRP”). The
Amended and Restated SRP was ratified by shareholders at the special meeting held on September 20, 2024 (the “SRP
Meeting”). The Amended and Restated SRP revised the definition of “Exempt Acquisition” in order to permit WWT
to acquire additional common shares without triggering the provisions of the Amended and Restated SRP. The
Amended and Restated SRP is otherwise consistent with the Original SRP and is substantially similar to the rights
plan adopted by the Company in 2021. Like the Original SRP, the Amended and Restated SRP is intended to help
ensure that all shareholders of the Company are treated fairly and equally in connection with any unsolicited take-
over bid or other acquisition of control of the Company (including by way of a “creeping” take-over bid). The
Amended and Restated SRP was not adopted in response to any specific proposal to acquire control of the Company,
and the Board was not aware of any pending or potential take-over bid for the Company at the time of the adoption.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read
together with our unaudited interim condensed consolidated financial statements and related notes and other financial
information appearing in this Quarterly Report. This discussion contains forward-looking statements reflecting our
current expectations and estimates and assumptions concerning events and financial trends that may affect our future
operating results or financial position. Actual results and the timing of events may differ materially from those
contained in these forward-looking statements due to a number of factors, including those described under the
headings “Risk Factors” and “Cautionary Statement Regarding Forward-Looking Statements” appearing elsewhere
in this Quarterly Report.

Summary of Financial Results

DIRTT Environmental Solutions Ltd. and its subsidiary (“DIRTT”, the “Company”, “we” or “our”) is a leader in
industrialized construction. DIRTT’s system of physical products and digital tools empowers organizations, together
with construction and design leaders, to build high-performing, adaptable, interior environments. Operating in the
workplace, healthcare, education, and public sector markets, DIRTT’s system provides total design freedom, and
greater certainty in cost, schedule, and outcomes.

DIRTT’s proprietary design integration software, ICE® (“ICE” or “ICE software”), translates the vision of
architects and designers into a 3D model that also acts as manufacturing information. ICE is also licensed to unrelated
companies and Construction Partners of the Company, including AWI which owns a 50% interest in the rights, title
and interests in certain intellectual property rights in a portion of the ICE software that is used by AWL.

Key Third Quarter Highlights

. Revenue for the quarter ended September 30, 2024 was $43.4 million, a decrease of $6.2 million, or
12.4%, from $49.5 million for the same period of 2023, and an increase of $2.2 million, or 5.3%, from
the second quarter of 2024. Third quarter revenue was in line with the expected guidance range of $40
million to $44 million provided last quarter. The decrease in revenue, as compared to the same period of
2023, was primarily the result of three large commercial projects and one large healthcare project that
were completed in the third quarter of 2023 and were not repeated in the same period in 2024, partially
offset by higher volume in the education sector.

. Gross profit and gross profit margin for the quarter ended September 30, 2024 were $16.8 million or
38.8% of revenue, a decrease of $0.3 million from $17.1 million or 34.4% of revenue for the quarter ended
September 30, 2023. Adjusted Gross Profit (see “— Non-GAAP Financial Measures”) for the three months
ended September 30, 2024 was $17.6 million, a decrease of $0.7 million from $18.3 million for the third
quarter of 2023. Adjusted Gross Profit Margin (see “— Non-GAAP Financial Measures”) for the third
quarter of 2024 was 40.7% as compared to 36.9% in the comparative period of 2023. These increases in
Adjusted Gross Profit Margin are the result of improved material optimization to offset the inflationary
impacts on material costs.

. Net income after tax for the third quarter of 2024 was $7.1 million compared to a $6.3 million net loss
after tax for the same period of 2023. The increase in net income is primarily the result of a $7.5 million
gain on extinguishment of debt relating to the Debenture Repurchase and the NCIB, a $7.5 million
decrease in operating expenses (operating expenses in the third quarter of 2023 included an $8.0 million
impairment charge on the Rock Hill Facility which was not repeated in the third quarter of 2024), and a
$0.2 million increase in interest income, offset by a $0.3 million decrease in Gross Profit, a $1.2 million
increase in foreign exchange loss, and a $0.3 million increase in interest expense.

. Adjusted EBITDA (see “— Non-GAAP Financial Measures”) for the third quarter of 2024 was $4.1
million, or 9.4% of revenue, a decrease of $1.2 million from $5.3 million, or 10.6% of revenue, for the
third quarter of 2023. Lower Adjusted EBITDA was mainly driven by the decrease in gross profit and an
increase in operating expenses due to the above noted reasons.
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0 Cash on hand decreased by $15.9 million in the third quarter of 2024 to $23.9 million, compared to a $0.6
million increase in cash in the third quarter of 2023. The decrease in cash in the third quarter of 2024 was
driven by a $16.2 million repayment of long-term debt, $0.6 million in capital expenditures, offset by $1.5
million cash flows from operations. Our cash on hand was negatively impacted by a $0.6 million foreign
exchange loss.

. On August 2, 2024, the Company and 22NW closed the Debenture Repurchase in which the Company
purchased for cancellation an aggregate of C$18,915,000 principal amount of the January Debentures and
C$13,638,000 principal amount of the December Debentures. As at September 30, 2024, C$16,642,000
principal amount of the January Debentures and C$15,587,000 principal amount of the December
Debentures remain outstanding, and 22NW no longer holds any Debentures.

. On August 2, 2024, the Board of Directors adopted the Amended and Restated Shareholder Rights Plan
(the “Amended and Restated SRP”) which superseded the plan adopted on March 22, 2024 and was
approved by the Company’s shareholders at a special meeting held on September 20, 2024 (the “SRP
Meeting”). The Company also entered a support and standstill agreement (the “Support Agreement’) with
22NW, DIRTT’s largest shareholder, and WWT Opportunity #1 LLC (“WWT”), DIRTT’s second largest
shareholder. The Support Agreement replaces the previously announced support and standstill agreement
entered into with 22NW on March 22, 2024.

. On August 28, 2024, the Company commenced the NCIB for the Company’s Debentures, which permits
DIRTT to acquire up to C$1,664,200 principal amount of the January Debentures and C$1,558,700
principal amount of the December Debentures. As at September 30, 2024, C$0.1 million and C$nil
principal amounts of the December Debentures and January Debentures were acquired through the NCIB,
respectively.

Pipeline

The table below presents our qualified leads and twelve-month forward pipeline as at October 1, 2024,
January 1, 2024 and October 1, 2023. We define qualified leads as the quantity of projects being pursued as of the
date presented, and define our pipeline as the estimated potential revenue from qualified leads where a client has
engaged DIRTT and is assessing DIRTT as a potential provider of prefabricated interior solutions. We believe these
metrics are helpful to estimate near-term performance, particularly given the macroeconomic factors that affect our
operating environment, including labor availability, interest rate changes, and potential recessionary impacts on
construction projects.

As of October 1, 2024, our twelve-month forward pipeline decreased by 10% year-over-year and decreased by
6% from January 1, 2024, illustrated in the table below.

As at
October 1, 2024 January 1, 2024 % Change October 1, 2023 % Change
Twelve Month Forward Pipeline ($ 000s)
Commercial 145,827 176,789 (18) 192,773 (24)
Healthcare 48,931 41,221 19 39,230 25
Government 34,829 34,813 0 34,866 (0)
Education 25,383 17,117 48 16,235 56
254,970 269,940 () 283,104 (10)
Leads (#) 940 861 9 999 ()

The October 1, 2023 pipeline included a large commercial project awarded to us in the first quarter of 2024,
but the project was phased over a three-year period. As a result, the twelve-month pipeline decreased by $25 million
while the project value remained in the full pipeline. After accounting for this phasing, the twelve-month pipeline
decreased by $3 million.
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As shared in our outlook, the Company’s revenue guidance for the second half of 2024 was $83 million to $93
million, as compared to revenue for the second half of 2023 of $100 million. The October 1, 2024 pipeline reflects
the lower revenue guidance for the fourth quarter of 2024. We believe our pipeline has higher integrity and has more

projects further along the process and therefore we are maintaining our revenue guidance for 2025 at $194 million to
$209 million.
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Outlook

This quarter we continued on our Journey to Excellence, reporting net profit after tax of $7.1 million and 9.4%
Adjusted EBITDA Margin. At September 30, 2024, we held $23.6 million in cash on hand with total liquidity
(inclusive of borrowing availability) of $34.3 million. Improved operational results have also led to positive cash flow
in the last six quarters. We have strengthened our balance sheet through the repurchase and cancellation of a significant
portion of our debt. Our debt at September 30, 2024 is $23.9 million, down from $56.1 million at December 31, 2023.
We expect to be in a position to pay off or refinance the remaining Debentures when they come due.

Construction is a multi-billion-dollar industry and growing. Increasing challenges, such as rising costs, labor
shortages and environmental impact are leaving end users in search of a better alternative, which increases the business
case to build with DIRTT. We believe that we stand apart from competition with project certainty, our core focus on
sustainability, adaptability, and our “custom is standard” offering.

DIRTT’s executive and senior leadership team met this fall to plan for the future. We finalized our new mission,
vision and values and determined four strategic priorities for the next three years: Revenue growth, continued
expansion of DIRTT’s proprietary ICE software, accelerated innovation, and investment in talent. New leadership in
our commercial organization is driving forward a commercial strategy focusing on our core principles as stated in our
mission, vision and values. Our vision is to “Transform how the world builds,” which comes to life through what we
view as our key differentiators:

e Product Design: DIRTT’s reconfigurable system offers a paradigm shift in how end users interact with their
spaces. Our design offers a compelling alternative to conventional construction and our drywall alternative
installs significantly faster and requires fewer trades

e Speed: Our industry-leading 10-business-day lead time is among the fastest in our peer group. We have
delivered on that commitment more than 99% of the time year-to-date

e Quality: Our comprehensive 10-year warranty which typically exceeds conventional alternatives

e Innovation: Our 20-year ethos of “custom is standard” allows us to serve a diversity of clientele and respond
to their needs

e Customer Service: Our sales representatives, project managers and internal teams are available to our
customers to deliver on “custom is standard” as well as other organizational commitments

e  Technology: Our ICE software (as defined below) provides an end-to-end system for customers to design
and for DIRTT to manufacture a diverse mix of products at scale

As we lean into these values, we continue to focus on removing bottlenecks for our commercial team and
Construction Partners. We also continue to focus on accelerating pipeline growth from our new, diversified sales
channels such as other prefabricators that are meaningfully contributing to our commercial strategy. We are reducing
administrative tasks and offering our internal teams to support the sales cycle. We also enable our Construction
Partners to pursue an increasing share of healthcare work through unique and differentiated products, such as our
applied headwall offerings and the Clinical Observation Vertical Exam (the “COVE™”), a new innovative product
designed to help improve patient care in emergency rooms. Just as we have implemented best practices for operational
excellence in our plants, we are doing the same in our commercial organization.

Officially launching in November, we’re already seeing positive demand for the COVE with interest from over
15 major health systems. The industry also recognized the COVE with two significant product awards for “Most
Innovative” and “Architect’s Choice” at the 2024 Healthcare Facilities Symposium and Expo.

A critical driver of our innovative process is our proprietary design integration software, ICE (“ICE” or “ICE
Software”). We have committed to an ongoing process of enhancing this software to deliver more value and drive
more efficiency. In Q3, in addition to launching ICE Manager and Design Editor, DIRTT’s team made updates to
enable our partners to rely less on the DIRTT support team to specify their designs in ICE.



Our operations team continues to excel in its goal of zero defects, missed deliveries, and workplace injuries. For
the nine months ended September 30, 2024, our total recordable incident rate (TRIF) rate was 0.63, which is 85%
below the industry average. Our on-time in full (OTIF) delivery performance was 99.2% for the quarter.

We believe that DIRTT has significant untapped manufacturing capacity that can serve a multiple of our current
revenue base. Improvements to our cost structure, including a materially reduced fixed cost base and incremental
growth in revenue, will flow through to Adjusted EBITDA and free cash flow.

Looking at macroeconomic conditions through the third quarter of 2024, the US economy remains uncertain, but
we are increasingly optimistic. On the positive side, inflation has tempered considerably from a high in 2022.
Unemployment has only risen modestly during that period of disinflation. It appears that the US economy is on the
path to a soft-landing scenario. With commercial office as our largest segment, factors affecting workplace investment
and occupancy are closely monitored. We continue to see a slow but steady increase in Kastle Systems occupancy
data as well as large employers continuing their requirement for in-person attendance. Conversely, the AIA/Deltek
Architectural Billings Index continues its twentieth month of declining billings for architecture firms. Additionally,
the interest rate environment has begun to ease, but the tailwinds of that reduction have yet to reach the commercial
real estate market. Overall, we remain confident in our continued ability to navigate diverse economic environments
through our exceptional operational excellence and continued focus on scaling our organization for profitable growth.

As we look forward, our year-over-year 12-month pipeline is 10% lower than 2023. However, this is almost
exclusively driven by winning a bid for a three-year +$25 million opportunity which began production in Q2 and will
continue shipping into 2026. Clients order large projects (>$1m USD) in phases due to install schedules. Our full
pipeline continues to grow and reach post-COVID highs. As we analyze the integrity of our pipeline, we have more
won work year-over-year which reinforces our view for revenue growth in 2025. We have maintained the 2024 and
2025 guidance numbers that were provided in our Q2 outlook:

e 2024 Revenue: $165-175 million
e 2024 Adjusted EBITDA: $12-15 million
e 2025 Revenue: $194-209 million
e 2025 Adjusted EBITDA: $18-25 million

We have minimal capital expenditure needs in the short term and with the availability of tax losses, we expect
most of our Adjusted EBITDA will flow through to free cash flow. Our expected 2025 Adjusted EBITDA takes into
account planned investments to achieve our strategic breakthroughs. The level of investments made will be finalized
as we go through our budget process in the next quarter. We expect the Company will have approximately one turn
of debt to Adjusted EBITDA financial leverage by the end of 2025 and we expect to have improved access to
traditional bank lines.

DIRTT could not have achieved the past two years of organizational improvements without the support of our
talented employee base. We are advancing our goal to make DIRTT an employer of choice and we will aspire to
maintain this stance in our industry.



Non-GAAP Financial Measures
Note Regarding Use of Non-GAAP Financial Measures

Our interim condensed consolidated financial statements are prepared in accordance with GAAP. These GAAP
financial statements include non-cash charges and other charges and benefits that we believe are unusual or infrequent
in nature or that we believe may make comparisons to our prior or future performance difficult.

As a result, we also provide financial information in this Quarterly Report that is not prepared in accordance
with GAAP and should not be considered as an alternative to the information prepared in accordance with GAAP.
Management uses these non-GAAP financial measures in its review and evaluation of the financial performance of
the Company. We believe that these non-GAAP financial measures also provide additional insight to investors and
securities analysts as supplemental information to our GAAP results and as a basis to compare our financial
performance period-over-period and to compare our financial performance with that of other companies. We believe
that these non-GAAP financial measures facilitate comparisons of our core operating results from period to period
and to other companies by removing the effects of our capital structure (net interest income on cash deposits, interest
expense on outstanding debt and debt facilities, or foreign exchange movements), asset base (depreciation and
amortization), tax consequences, reorganization expense, unusual or infrequent charges or gains (such as gain on sale
of software and patents, gain on extinguishment of debt, and impairment charges), stock-based compensation, related
party expense, and government subsidies. We remove the impact of foreign exchange gain (loss) from Adjusted
EBITDA. Foreign exchange gains and losses can vary significantly period-to-period due to the impact of changes in
the U.S. and Canadian dollar exchange rates on foreign currency denominated monetary items on the balance sheet
and are not reflective of the underlying operations of the Company. In periods where production levels are abnormally
low, unallocated overheads are recognized as an expense in the period in which they are incurred. In addition,
management bases certain forward-looking estimates and budgets on non-GAAP financial measures, primarily
Adjusted EBITDA. We have not reconciled non-GAAP forward-looking measures, including Adjusted EBITDA
guidance, to its corresponding GAAP measures due to the high variability and difficulty in making accurate forecasts
and projections, particularly with respect to non-operating income and expenditures, which are difficult to predict and
subject to change.

Government subsidies, depreciation and amortization, stock-based compensation expense, reorganization
expense, foreign exchange gains and losses, gain on extinguishment of debt, impairment charges, gain on sale of
software and patents, net interest income on cash deposits, interest expense on outstanding debt and debt facilities, tax
expense, and related party expense are excluded from our non-GAAP financial measures because management
considers them to be outside of the Company’s core operating results, even though some of those receipts and expenses
may recur, and because management believes that each of these items can distort the trends associated with the
Company’s ongoing performance. We believe that excluding these receipts and expenses provides investors and
management with greater visibility to the underlying performance of the business operations, enhances consistency
and comparativeness with results in prior periods that do not, or future periods that may not, include such items, and
facilitates comparison with the results of other companies in our industry.

The following non-GAAP financial measures are presented in this Quarterly Report, and a description of the
calculation for each measure is included.

Adjusted Gross Profit Gross profit before deductions for depreciation and amortization
Adjusted Gross Profit Margin Adjusted Gross Profit divided by revenue

EBITDA Net income before interest, taxes, depreciation and amortization
Adjusted EBITDA EBITDA adjusted to remove foreign exchange gains or losses;

impairment charges; reorganization expenses; stock-based
compensation expense; government subsidies; unusual or
infrequent charges and gains such as gain on sale of software
and patents and gain on extinguishment of debt; related party
expense; and any other non-core gains or losses

Adjusted EBITDA Margin Adjusted EBITDA divided by revenue



You should carefully evaluate these non-GAAP financial measures, the adjustments included in them, and the
reasons we consider them appropriate for analysis supplemental to our GAAP information. Each of these non-GAAP
financial measures has important limitations as an analytical tool due to exclusion of some but not all items that affect
the most directly comparable GAAP financial measures. You should not consider any of these non-GAAP financial
measures in isolation or as substitutes for an analysis of our results as reported under GAAP. You should also be aware
that we may recognize income or incur expenses in the future that are the same as, or similar to, some of the
adjustments in these non-GAAP financial measures. Because these non-GAAP financial measures may be defined
differently by other companies in our industry, our definitions of these non-GAAP financial measures may not be
comparable to similarly titled measures of other companies, thereby diminishing their utility.

Results of Operations

Three and Nine Months Ended September 30, 2024, Compared to the Three and Nine Months Ended September
30,2023

For the Three Months Ended September 30, For the Nine Months Ended September 30,
2024 2023 % Change 2024 2023 % Change
($ in thousands) ($ in thousands)
Revenue 43,375 49,537 (12) 125,423 130,998 “
Gross Profit 16,813 17,065 (1) 46,836 40,304 16
Gross Profit Margin 38.8% 34.4% 37.3% 30.8%
Operating expenses
Sales and marketing 5,183 6,161 (16) 17,165 18,302 6)
General and administrative 5,834 4,669 25 14,791 16,003 ®)
Operations support 1,915 1,752 9 5,531 5,564 (1)
Technology and development 1,294 1,239 4 3,981 4,055 2)
Stock-based compensation 803 1,069 (25) 1,905 2,543 (25)
Reorganization 604 321 88 944 2,857 67)
Impairment charge on Rock Hill
Facility - 7,952 (100) 530 7,952 (93)
Related party expense - - NA - 1,524 (100)
Total operating expenses 15,633 23,163 33) 44,847 58,800 24)
Operating income (loss) 1,180 (6,098) 119 1,989 (18,496) 111
Operating margin 2.7% (12.3)% 1.6% (14.1)%
Gain on extinguishment of
convertible debt 7,478 - 100 10,409 - 100
Foreign exchange (loss) gain (360) 822 144 917 (59) 1,654
Interest income 341 161 112 1,312 271 384
Interest expense (1,525) (1,196) 28 (3,524) (3,636) 3)
Gain on sale of software and patents - - NA - 6,145 (100)
Government subsidies - - NA - 236 (100)
5,934 (213) 2,886 9,114 2,957 208
Net income (loss) before tax 7,114 (6,311) 213 11,103 (15,539) 171
Current and deferred income tax
expense 23 - 100 371 - 100
23 - 100 371 - 100
Net income (loss) after tax 7,091 (6,311) 212 10,732 (15,539) 169
Revenue

Revenue mainly reflects sales to our Construction Partners for resale to their clients and, in limited
circumstances, our direct sales to clients. Our revenue is generally affected by the timing of when orders are executed,
particularly large orders, which can add variability to our financial results and shift revenue between quarters.



The following table sets forth the contribution to revenue of our DIRTT product and service offerings:

For the Three Months Ended September 30, For the Nine Months Ended September 30,
2024 2023 % Change 2024 2023 % Change
($ in thousands) ($ in thousands)
Product 38,510 43,132 (11) 109,527 113,323 3)
Transportation 3,788 4,767 (21) 11,602 13,169 (12)
License fees from Construction

Partners 177 196 (10) 561 613 (8)
Total product revenue 42,475 48,095 12) 121,690 127,105 @)
Installation and other services 900 1,442 (38) 3,733 3,893 4
43,375 49,537 (12) 125,423 130,998 “4)

Revenue for the three months ended September 30, 2024 was $43.4 million, a decrease of $6.2 million compared
to $49.5 million in the comparative period of 2023, primarily due to three large commercial projects and one large
healthcare project that were completed in the third quarter of 2023 and were not repeated in the same period in 2024,
offset by higher volume in the education sector. Revenue for the nine months ended September 30, 2024 was $125.4
million, a decrease of $5.6 million from $131.0 million in the comparative period of 2023.

Installation and other services revenue was $0.9 million for the quarter ended September 30, 2024 compared to
$1.4 million in the quarter ended September 30, 2023, and $3.7 million in the nine months ended September 30, 2024
compared to $3.9 million in the same period of 2023. Installation and other services revenue primarily reflects services
performed by our ICE and design teams for third parties. Except in limited circumstances where it is beneficial for
DIRTT to hold the contract or a requirement of the end customer, the Construction Partner, rather than the Company,
perform and are responsible for the installation services.

Our success is partly dependent on our ability to profitably develop our Construction Partner network to expand
our market penetration and ensure best practices are shared across local markets. At September 30, 2024, we had 74
Construction Partners (September 30, 2023: 71; December 31, 2023: 72) servicing multiple locations.

We periodically analyze our revenue growth by vertical markets in the defined markets of commercial,
healthcare, government and education. Due to the concentration of large projects in our commercial and healthcare
sectors in 2023, we are not seeing growth in these segments this year. We completed a large hospital system in 2023,
and do not foresee completion of another project of that size until 2025. We secured several large commercial contracts
in Q3 and Q4 of 2023 that we will not repeat this year.

The following tables present our product and transportation revenue by vertical market:

For the Three Months Ended September 30, For the Nine Months Ended September 30,
2024 2023 % Change 2024 2023 % Change
($ in thousands) ($ in thousands)

Commercial 27,815 31,272 (11) 86,012 82,154 5
Healthcare 6,975 8,483 (18) 14,824 25,111 (41)
Government 3,768 4,606 (18) 12,335 10,581 17
Education 3,740 3,538 6 7,958 8,646 ®
License fees from Construction
Partners 177 196 (10) 561 613 (8)
Total product revenue 42,475 48,095 12) 121,690 127,105 (@)
Service revenue 900 1,442 (38) 3,733 3,893 &)

43,375 49,537 (12) 125423 130,998 @)




For the Nine Months Ended

For the Three Months Ended September 30, September 30,
2024 2023 2024 2023
(in %) (in %)
Commercial 66 65 71 65
Healthcare 16 18 12 20
Government 9 10 10 8
Education 9 7 7 7
Total Product Revenue® 100 100 100 100

(1)  Excludes license fees from Construction Partners.

Commercial revenues decreased by 11% for the third quarter of 2024 from the prior year period. The quarter
ended September 30, 2024 included fewer large commercial projects compared to the quarter ended September 30,
2023. Healthcare revenues decreased by 18% in the third quarter of 2024 from the same period of 2023, primarily due
to one large healthcare project completed in the third quarter of 2023. Healthcare sales tend to be larger individual
projects and are subject to timing due to a typically longer sales cycle, resulting in variability in sales levels.
Government revenues in the third quarter of 2024 decreased by 18% from the prior year period. Similar to healthcare,
government revenues tend to be larger individual projects. Education sales in the third quarter of 2024 increased by
6% from the same period of 2023.

Revenue continues to be derived almost exclusively from projects in North America and predominantly from
the United States. The following table presents our revenue dispersion by geography:

For the Three Months Ended September 30, For the Nine Months Ended September 30,
2024 2023 % Change 2024 2023 % Change
($ in thousands) ($ in thousands)
Canada 7,879 5,665 39 15,607 14,577 7
U.S. 35,496 43,872 (19) 109,816 116,421 (6)
43,375 49,537 (12) 125423 130,998 @)

The third quarter of 2024 included a lower proportion of sales to customers in the United States than to those in
Canada, with 18% of sales for the period being in Canada and the rest occurring in the United States, compared to
11% of sales to Canada in the third quarter of 2023. The increase in Canadian revenue relative to total revenue is
primarily the result of a large commercial project that will be active until 2026. Following completion of this project,
we expect revenue to return to historic proportions of approximately 10-20% of revenue derived from Canada and 80-
90% of revenue derived from the United States.

Sales and Marketing Expenses

Sales and marketing expenses decreased by $1.0 million to $5.2 million for the three months ended September
30,2024 from $6.2 million for the three months ended September 30, 2023. The decrease was driven by a $0.4 million
decrease in commissions, a $0.3 million decrease in salaries and benefits costs, a $0.3 million decrease in pass through
charges, and a $0.2 million decrease in other individual costs, offset by a $0.2 million increase in marketing and
tradeshow expenses related to the “Partner Camp” event hosted by the Company for our Construction Partners and
held at the end of the third quarter of 2024.

Sales and marketing expenses decreased $1.1 million to $17.2 million for the nine months ended September 30,
2024 from $18.3 million in the same period of 2023. The decrease was mainly driven by a $1.0 million decrease in
pass through charges, a $0.6 million decrease in building and infrastructure costs, a $0.1 million decrease in salaries
and benefits costs, a $0.2 million decrease in commissions, a $0.1 million decrease in travel, meals and entertainment
costs, a $0.1 million decrease in communications costs, and a $0.2 million decrease in depreciation costs, offset by a
$0.9 million increase in termination benefits and a $0.3 million increase in marketing and tradeshow expenses.



General and Administrative Expenses

General and administrative expenses increased by $1.2 million to $5.8 million for the three months ended
September 30, 2024, from $4.7 million for the three months ended September 30, 2023. The increase was primarily
related to a $1.1 million increase in professional services costs, a $0.1 million increase in salaries and benefits costs,
and a $0.1 million increase in building costs, offset by a $0.1 million decrease in office costs, and a $0.1 million
decrease in communications costs. Professional services costs increased as a result of the SRP Meeting held in the
third quarter, the Debenture Repurchase, the Support Agreement and the NCIB that we commenced during the third
quarter.

For the nine months ended September 30, 2024, general and administrative expenses decreased $1.2 million to
$14.8 million from $16.0 million in the same period of 2023. The decrease was mainly driven by a $0.8 million
decrease in salaries and benefits costs, a $0.5 million decrease in office costs, a $0.3 million decrease in
communications costs, a $0.2 million decrease in public company costs, and a $0.4 million decrease in other individual
costs, offset by a $0.7 million increase in professional services, and a $0.3 million increase in building and
infrastructure costs.

Operations Support Expenses

Operations support is comprised primarily of project managers, order entry and other professionals that facilitate
the integration of our Construction Partner project execution and our manufacturing operations. Operations support
expenses for the three months ended September 30, 2024 were $1.9 million, an increase of $0.1 million from $1.8
million for the comparative period of 2023.

Operations support expenses decreased $0.1 million for the nine months ended September 30, 2024 to $5.5
million, from $5.6 million in the same period of 2023, driven by a $0.2 million decrease in salaries and benefits costs,
a $0.1 million decrease in professional services costs, offset by a $0.1 million increase in travel meals and
entertainment expenses, and a $0.1 million increase in research & development costs.

Technology and Development Expenses

Technology and development expenses relate to non-capitalizable costs associated with our product and
software development teams, and are primarily comprised of salaries and benefits of technical staff.

Technology and development expenses increased by $0.1 million to $1.3 million for the three months ended
September 30, 2024 from $1.2 million for the three months ended September 30, 2023. This increase was primarily
related to a $0.1 million increase in professional services costs.

For the nine months ended September 30, 2024, technology and development costs decreased by $0.1 million
to $4.0 million, from $4.1 million in the same period of 2023. The decrease is primarily related to a $0.3 million
decrease in salaries and benefits costs, and a $0.2 million decrease in building and infrastructure costs, offset by a $0.3
million write off of a previously capitalized software project, and a $0.1 million increase in professional services costs.

Stock-Based Compensation

Stock-based compensation expense for the three and nine months ended September 30, 2024 was $0.8 million
and $1.9 million, respectively, compared to $1.1 million and $2.5 million in the same periods of 2023. The decrease
in this expense was largely due to a higher number of RSUs outstanding in the prior year’s period compared to the
first nine months of 2024. The decrease in RSU expense was offset by a higher DSU expense, as a result of a higher
share price during the third quarter of 2024 compared to the third quarter of 2023.

Reorganization

Reorganization expenses for the three and nine months ended September 30, 2024 was $0.6 million and $0.9
million, respectively from $0.3 million and $2.9 million in the three and nine months ended September 30, 2023,
respectively. Reorganization expenses for the three and nine months ended September 30, 2024, primarily relate to
the movement of inventory and equipment from the Rock Hill Facility for use at the Calgary facility, while the
reorganization costs in the third quarter of 2023 were largely made up of termination costs associated with actions
taken to streamline our back office and operational support functions.



Impairment Charge on Rock Hill Facility

On September 27, 2023, the Company decided to permanently close the Rock Hill Facility. The Company’s
reassessment of the useful lives of the manufacturing equipment at the Rock Hill Facility resulted in an $8.0 million
impairment charge in the three and nine months ended September 30, 2023.

Certain assets, including manufacturing equipment, which met held-for-sale criteria at that time were
reclassified from property, plant and equipment. At March 31, 2024, we determined that the assets held for sale balance
of $0.5 million was to be reduced to $nil, resulting in a $0.5 million impairment charge for the first quarter of 2024.
We were not able to determine the likelihood of recoverability based on the current market interest in the equipment.

Related Party Expense

On March 15,2023, the Company entered into a Debt Settlement Agreement (the "Debt Settlement Agreement")
with 22NW and Aron English, 22NW's principal and a director of DIRTT, (together, the "22NW Group") who,
collectively, beneficially owned approximately 19.5% of the Company’s issued and outstanding common shares at
such time. Pursuant to the Debt Settlement Agreement, the Company agreed to reimburse the 22NW Group for the
costs incurred by the 22NW Group in connection with the contested director election at the annual and special meeting
of shareholders of the Company held on April 26, 2022, being approximately $1.6 million (the “Debt”).

Pursuant to the Debt Settlement Agreement, the Company agreed to repay the Debt by either, or a combination
of (i) a payment in cash by the Company to the 22NW Group, and/or (ii) the issuance of equity securities of the
Company to the 22NW Group.

In connection with the Debt Settlement Agreement, on March 15, 2023, the Company entered into a share
issuance agreement with the 22NW Group, pursuant to which the Company agreed to repay the Debt with the issuance
to the 22NW Group of 3,899,745 common shares at a deemed price of $0.40 per common share, subject to approval
by shareholders.

At the annual general and special meeting of shareholders held on May 30, 2023, shareholders voted to approve
the issuance of common shares, and on June 2, 2023, the Company issued 3,899,745 common shares to 22NW Group
as repayment for the Debt. Upon settlement, the debt was revalued at the higher of the deemed price of $0.40 per
common share and the May 30, 2023 market price of $0.38 per common share resulting in a recovery from the balance
recorded at March 31, 2023 which had been valued at a price of $0.53 per common share.

Gain on Extinguishment of Convertible Debt

During the first nine months of 2024, C$43.1 million ($31.7 million) in principal amount of Debentures was
repurchased for cancellation through an Issuer Bid, a private repurchase, and a NCIB which triggered an
extinguishment of debt. The gain on extinguishment of $7.5 million and $10.4 million for the three and nine months
ended September 30, 2024, respectively, was calculated as the difference between the repayment and the net carrying
value of the extinguished principal less unamortized issuance costs of C$1.2 million ($0.9 million) (refer to Note 9 of
our Interim Condensed Consolidated Financial Statements for additional information).



Gain on Sale of Software and Patents

On May 9, 2023, we entered into a Co-Ownership Agreement (the “AWI Agreement”) and a partial patent
assignment agreement with Armstrong World Industries, Inc. (“AWI”). The agreements provided for a cash payment
from AWI to the Company of $10.0 million in exchange for the partial assignment to AWI and resulting co-ownership
of a 50% interest in the rights, title and interests in certain intellectual property rights in the Applicable ICE Code,
including a 50% interest in the patent rights that relate to the Applicable ICE Code. Pursuant to the AWI Agreement,
we also provided AWI a transfer of knowledge concerning the source code of the Applicable ICE Code. In exchange
for completing the knowledge transfer, we received an additional cash payment of $1.0 million in the fourth quarter
0f2023. The AWI Agreement provides that we and AWI have separate exclusive fields of use and restrictive covenants
with respect to the Applicable ICE Code and related intellectual property, which survive until either party elects to
separate from its relationship with the other and for five years thereafter. We concurrently entered into the ARMSA
with AWI, under which AWI has also prepaid for certain development services to be provided by DIRTT. The
ARMSA will automatically terminate if the AWI Agreement is terminated or expires and may also be terminated if
either party breaches the exclusive fields of use or restrictive covenants in the AWI Agreement.

The $10.0 million of proceeds on the sale of the 50% interest in the Applicable ICE code, pursuant to the Co-
Ownership Agreement, was received during the second quarter of 2023. In accordance with GAAP, the proceeds were
first applied to the net book value of the related cost of software of $2.9 million and patents (other assets) of $0.9
million and the residual amount of $6.1 million was recognized as a gain in the consolidated statement of operations.
Further, $1.8 million was received during 2023 as a prepayment under the ARMSA, which was recognized into
revenue during 2023 and the first quarter of 2024. Part of the proceeds of this transaction were used to settle one of
our equipment leases of $1.6 million and resulted in the release of $0.4 million of restricted cash.

Foreign exchange gain or loss

Foreign exchange gain or loss decreased from a gain of $0.8 million for the three months ended September 30,
2023 to a loss of $0.4 million for the same period in 2024. Foreign exchange gain or loss increased from a $0.1 million
loss for the nine months ended September 30, 2023, to a $0.9 million gain for the same period in 2024. Approximately
60% of DIRTT’s costs are denominated in the Canadian dollar.

Interest Income

Interest income for the three and nine months ended September 30, 2024 was $0.3 million and $1.3 million
compared to $0.2 million and $0.3 million for the same periods of 2023. The higher income is due to the interest
earned on the Company’s higher cash equivalents during the three and nine months ended September 30, 2024
compared to the same periods of 2023.

Interest Expense

Interest expense increased by $0.3 million from $1.2 million in the quarter ended September 30, 2023, to $1.5
million in the quarter ended September 30, 2024, and decreased by $0.1 million for the nine months ended September
30, 2024 to $3.5 million from $3.6 million in the comparative period of 2023. During the three and nine months ended
September 30, 2024, $0.9 million of unamortized issuance costs related to Debentures were expensed as a result of
the repurchase and cancellation of such debt, offset by lower interest expense due to repayment of debt during the
period.



Income Tax

Income tax expense for the three and nine months ended September 30, 2024 increased to $0.02 million and
$0.4 million, respectively, from $nil in the same periods of 2023. The current tax expense represents the income tax
provision after the utilization of non-capital loss carry forwards against current period taxable income. The provision
for income taxes comprises U.S. and Canadian federal, state and provincial taxes based on pre-tax income. Despite
positive indications of future profitability, including the current period profit and strength of our pipeline, the
Company has determined that it is unlikely that a deferred tax asset will be recognized. Given the recent history of
losses, the Company will maintain a valuation allowance against the deferred tax asset. As at September 30, 2024, the
Company had a valuation allowance of $31.8 million (December 31, 2023: $34.5 million) against deferred tax assets.
The Company will continue to evaluate indicators on whether a valuation allowance continues to be needed. For the
quarter ended September 30, 2024, the Company utilized a balance of its non-capital loss carry-forwards in Canada
and the United States. As at September 30, 2024, we had C$94.7 million of non-capital loss carry-forwards in Canada
and $51.3 million in the United States. These loss carry-forwards will begin to expire in 2037.

Net Income After Tax

Net income after tax increased by $13.4 million to $7.1 million, or $0.04 basic and $0.03 diluted net income per
share, respectively, in the three months ended September 30, 2024, from net loss of $6.3 million or a $0.05 net loss
per share, basic and diluted, for the three months ended September 30, 2023. The increase in net income after tax is
primarily the result of a $7.5 million decrease in operating expenses (operating expenses in the third quarter of 2023
included an $8.0 million impairment charge on the Rock Hill facility which was not repeated in the third quarter of
2024), a $7.5 million gain on extinguishment of convertible debt as a result of the Debenture Repurchase (refer to
Note 5 to our Interim Condensed Consolidated Financial Statements for additional information), and a $0.2 million
gain in interest income, offset by a $1.2 million increase in foreign exchange loss, a $0.3 million increase in interest
expense and $0.3 million decrease in gross profit.

Net income after tax increased by $26.3 million to $10.7 million, or $0.06 basic and $0.05 diluted net income
per share, in the nine months ended September 30, 2024, from a net loss of $15.5 million or $0.14 net loss per share,
basic and diluted, in the nine months ended September 30, 2023. The increase in net income after tax is primarily the
result of a $14.0 million decrease in operating expenses, a $10.4 million gain on extinguishment of convertible debt
as a result of the Issuer Bid, Debenture Repurchase and NCIB (refer to Note 5 to our Interim Condensed Consolidated
Financial Statements for additional information), a $6.5 million increase in gross profit, a $1.0 million increase in
foreign exchange gain, and a $1.0 million increase in interest income. This was offset by the non-reoccurrence of the
$6.1 million gain on sale of software and patents and $0.2 million in government subsidies that were received in the
comparative period of 2023, and a $0.4 million increase in income tax expense.



EBITDA and Adjusted EBITDA for the Three and Nine Months Ended September 30, 2024 and 2023

The following table presents a reconciliation for the results of the three and nine months ended September 30,
2024 and 2023 of EBITDA and Adjusted EBITDA to our net income (loss) after tax, and of Adjusted EBITDA Margin
to net income (loss) margin, which are the most directly comparable GAAP measures for the periods presented:

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2024 2023 2024 2023
($ in thousands) ($ in thousands)

Net income (loss) after tax for the
period 7,091 (6,311) 10,732 (15,539)
Add back (deduct):
Interest expense 1,525 1,196 3,524 3,636
Interest income (341) (161) (1,312) (271)
Tax expense 23 - 371 -
Depreciation and amortization 1,487 2,017 4,542 7,216
EBITDA 9,785 (3,259) 17,857 (4,958)
Foreign exchange loss (gain) 360 (822) 917) 59
Stock-based compensation 803 1,069 1,905 2,543
Reorganization expense® 604 321 944 2,857
Gain on extinguishment of convertible
debt® (7,478) - (10,409) -
Impairment charge on Rock Hill Facility
®) - 7,952 530 7,952
Gain on sale of software and patents® - - - (6,145)
Related party expense - - - 1,524
Government subsidies - - - (236)
Adjusted EBITDA 4,074 5,261 9,910 3,596
Net Income (Loss) Margin® 16.3% (12.7)% 8.6% (11.9)%
Adjusted EBITDA Margin 9.4% 10.6% 7.9% 2.7%

(1)  Net income (loss) after tax divided by revenue.

(2) The related party transaction is a non-recurring transaction that is not core to our business and is excluded from
the Adjusted EBITDA calculation (refer to Note 17 of the interim condensed consolidated financial statements).

(3)  Reorganization expenses, the gain on sale of software and patents, the gain on extinguishment of convertible
debt and the impairment charge on the Rock Hill Facility are not core to our business and are therefore excluded
from the Adjusted EBITDA calculation (refer to Note 4, Note 5 and Note 6 of the interim condensed consolidated
financial statements).

For the three months ended September 30, 2024, Adjusted EBITDA and Adjusted EBITDA Margin decreased
by $1.2 million to $4.1 million and 9.4%, respectively, from $5.3 million and 10.6% in the same period of 2023. This
primarily reflects a $0.7 million decrease in Adjusted Gross Profit, a $1.2 million increase in professional services
costs offset by a $0.7 million decrease in commissions and pass through charges as a result of lower revenues.
Professional services costs increased as a result of the SRP Meeting held in the third quarter as well as costs associated
with the Debenture Repurchase, the Support Agreement and NCIB.

For the nine months ended September 30, 2024, Adjusted EBITDA and Adjusted EBITDA Margin increased
by $6.3 million to $9.9 million or 7.9%, from $3.6 million or 2.7% in the same period of 2023. This primarily reflects
a $4.4 million increase in Adjusted Gross Profit, a $1.3 million decrease in commissions and pass through charges as
aresult of lower revenues, a $0.6 million decrease in office costs, a $0.5 million decrease in building and infrastructure
costs, a $0.4 million decrease in salaries and benefits costs, and a net $0.2 million decrease in individual costs, offset
by a $0.8 million increase in professional services and a $0.3 million increase in loss on disposal relating to a write
off of a previously capitalized software development project.



Adjusted Gross Profit and Adjusted Gross Profit Margin for the Three and Nine Months Ended September 30,
2024 and 2023

The following table presents a reconciliation for the three and nine months ended September 30, 2024 and 2023
of Adjusted Gross Profit to our gross profit and Adjusted Gross Profit Margin to gross profit margin, which are the
most directly comparable GAAP measure for the periods presented:

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2024 2023 2024 2023
($ in thousands) ($ in thousands)
Gross profit 16,813 17,065 46,836 40,304
Gross profit margin 38.8% 34.4% 37.3% 30.8%
Add: Depreciation and amortization
expense 823 1,231 2,512 4,656
Adjusted Gross Profit 17,636 18,296 49,348 44,960
Adjusted Gross Profit Margin 40.7% 36.9% 39.3% 34.3%

For the quarter ended September 30, 2024, gross profit margin increased to 38.8%, from 34.4% for the same
period of 2023. Adjusted Gross Profit Margin increased to 40.7% for the three months ended September 30, 2024 on
$6.2 million in lower revenue, from 36.9% for the three months ended September 30, 2023.

For the nine months ended September 30, 2024, gross profit margin increased to 37.3% from 30.8% for the
same period of 2023. Adjusted Gross Profit and Adjusted Gross Profit Margin increased to 39.3% for the nine months
ended September 30, 2024, from 34.3% for the nine months ended September 30, 2023.

The improvement in Adjusted Gross Profit Margin was a result of material optimization to offset the inflationary
impacts on material costs. Fixed costs decreased $0.3 million and $1.4 million for the quarter ended and year to date
September 30, 2024, respectively, compared to the same periods of 2023 as we aligned overhead costs and support
with current operations after having finalized the decision to close the Rock Hill Facility in the third quarter of 2023.
Idle facility costs incurred at the Rock Hill Facility were $0.4 million and $1.3 million for the three and nine months
ended September 30, 2024, respectively (2023 — $0.4 million and $1.4 million). We continue to evaluate options to
sublease the Rock Hill Facility to recover the costs of the facility.



Liquidity and Capital Resources

As at September 30, 2024, the Company had $23.6 million of cash on hand and C$14.4 million ($10.7 million)
of available borrowings, compared to $24.7 million of cash on hand and C$13.6 million ($10.3 million) of available
borrowings as at December 31, 2023. Through the first nine months of 2024, the Company used $1.2 million of cash
flow compared to $8.2 million cash generated in the first nine months of 2023. Cash flows were increased by the
proceeds of the Rights Offering (as defined herein) of $21.3 million and improved operational results, offset by a
$21.3 million repayment of debt under the Issuer Bid, Debenture Repurchase and NCIB, and a decrease in working
capital of $7.6 million in the nine months ended September 30, 2024 due to normal seasonal receivable and payable
build up. The first nine months of 2023 benefited from the receipt of $10.0 million of cash from the AWI sale (no
similar transaction occurred in the first nine months of 2024), and a receipt of the $7.3 million of government subsidies.

We have implemented multiple price increases to mitigate the impact of inflation on raw materials and improve
liquidity during the past two years. These actions have resulted in a meaningful improvement in our gross profit
margins and higher net income, and have served to stabilize our cash usage to operate the business. Gross profit for
the nine months ended September 30, 2024 was $46.8 million, or 37.3% of revenue. The same period of 2023
generated gross profit of $40.3 million, or 30.8% of revenue.

We have assessed the Company’s liquidity as at September 30, 2024, taking into account our sales outlook for
the next twelve months, our existing cash balances and available credit facilities. Based upon this analysis, we believe
the Company has sufficient liquidity to remain a going concern for at least the next twelve months.

To the extent that existing cash and cash equivalents and available facilities are not sufficient to fund future
activities, we may seek to raise additional funds through equity or debt financings. If additional funds are raised
through the incurrence of indebtedness, such indebtedness may have rights that are senior to holders of our Debentures
and our equity securities or contain instruments that may be dilutive to our existing shareholders. Any additional
equity or debt financing may be dilutive to our existing shareholders. While we believe we can access capital markets
when needed or under acceptable terms, there can be no assurance we will be able to do so.

In addition, we have executed upon several initiatives to improve liquidity over the last two years. First, in May
2023, we entered into an agreement with AWI resulting in the receipt of $12.8 million of cash throughout 2023.
Second, in May 2024, we extended our agreement to sublease our Dallas “DXC” to one of our Construction Partners
in that region. Under the sublease agreement, the subtenant has assumed responsibility for the monthly rent, utilities,
maintenance, taxes and other costs as of April 1, 2023, through October 31, 2028, providing us annualized savings of
approximately $1.0 million. Third, in September 2024, we entered into an agreement to sublease the remainder of our
facility in Phoenix. Under the sublease agreement, the subtenant has assumed responsibility for the monthly rent,
utilities, maintenance, taxes and other costs as of October 1, 2024, through March 31, 2027, providing us annualized
savings of approximately $0.6 million. We are continuing to pursue sublease opportunities for the Rock Hill Facility
and expect these initiatives to result in positive cash inflows in 2025. Fourth, we completed a private placement of
8,667,449 common shares in November 2022 for aggregate gross proceeds of $2.8 million (the “Private Placement”)
with certain significant shareholders and directors and officers of the Company, which helped bridge cash
requirements before the completion and closing of the strategic transactions described above. The Private Placement
closed on November 30, 2022.

On January 9, 2024, the Rights Offering closed for aggregate gross proceeds of C$30.0 million and net proceeds
of $21.3 million.

On February 4, 2024, the Company entered into a Litigation Funding Agreement with a third party for the
funding of up to $4.0 million of litigation costs in respect of specific claims against Falkbuilt, Inc., Falkbuilt Ltd. and
Henderson. In return, the Company has agreed to pay from any proceeds received from the settlement of such claims,
a reimbursement of funded amounts plus diligence and underwriting costs, plus a multiple of such funded amount
based on certain milestones. As part of this agreement, the Company is subject to a general security arrangement over
its assets.



In January 2021, we issued C$40.3 million of the January Debentures for net proceeds after costs of C$37.6
million ($29.5 million). The January Debentures accrue interest at a rate of 6.00% per annum and are convertible into
common shares of DIRTT at an exercise price of C$4.65 per common share, or if not converted will mature and be
repayable on January 31, 2026. Interest and principal are payable in cash or shares at the option of the Company. As
a result of the Rights Offering, the conversion price of the January Debentures was adjusted to C$4.03 per common
share, representing a conversion rate of 248.1390 common shares per C$1,000 principal amount. On March 22, 2024,
the Company completed the Issuer Bid in which the Company repurchased for cancellation C$4.7 million ($3.5
million) of the principal balance of the January Debentures and paid C$0.04 million ($0.03 million) of the interest
payable on such January Debentures.

On December 1, 2021, we issued C$35.0 million of the December Debentures for net proceeds after costs of
C$32.7 million ($25.6 million). The December Debentures accrue interest at a rate of 6.25% per annum and are
convertible into common shares of DIRTT at an exercise price of C$4.20 per common share, or if not converted will
mature and be repayable on December 31, 2026. Interest and principal are payable in cash or shares at the option of
the Company. As a result of the Rights Offering, the conversion price of the December Debentures was adjusted to
C$3.64 per common share, representing a conversion rate of 274.7253 common shares per C$1,000 principal amount.
On March 22, 2024, the Company completed the Issuer Bid in which the Company repurchased for cancellation C$5.8
million ($4.3 million) of the principal balance of the December Debentures and paid C$0.08 million ($0.06 million)
of the interest payable on such December Debentures.

On February 15, 2024, the Company announced the Issuer Bid, under which the Company offered to repurchase
for cancellation: (i) up to C$6,000,000 principal amount of the January Debentures at a purchase price of C$720 per
C$1,000 principal amount of January Debentures; and (ii) up to C$9,000,000 principal amount of the December
Debentures at a purchase price of C$600 per C$1,000 principal amount of December Debentures. Holders of
Debentures who validly tendered and did not withdraw their Debentures received the applicable purchase price, plus
a cash payment for all accrued and unpaid interest up to, but excluding, the date on which such Debentures were taken
up by the Company. The applicable purchase price was denominated in Canadian dollars and payments of amounts
owed to holders of deposited Debentures, including for interest, were made in Canadian dollars. The Issuer Bid expired
on March 22, 2024 and DIRTT purchased C$4.7 million ($3.5 million) aggregate principal amount of the January
Debentures and C$5.8 million ($4.3 million) aggregate principal amount of the December Debentures, representing
approximately 11.66% of the January Debentures and 16.50% of the December Debentures issued and outstanding at
that time. The Company took up all the Debentures tendered pursuant to the Issuer Bid for aggregate consideration of
C$7.0 million ($5.2 million) (comprised of C$6.9 million ($5.1 million) repayment on principal and interest of C$0.1
million ($0.1 million)).

On August 2, 2024, the Company entered into an agreement with 22NW, to purchase for cancellation an
aggregate of C$18,915,000 principal amount of the January Debentures at a purchase price of C$684.58 per C$1,000
principal amount of January Debentures and C$13,638,000 principal amount of the December Debentures at a
purchase price of C$665.64 per C$1,000 principal amount of December Debentures, for an aggregate purchase price
of C$22,104,591.45, inclusive of a cash payment for all accrued and unpaid interest up to, but excluding, the date on
which such Debentures were purchased by the Company. The purchase price of each series of Debentures (excluding
the cash payment for accrued and unpaid interest) represented a discount of approximately 4% to the average trading
price of the applicable series of Debentures on the TSX for the 20 trading days preceding August 2, 2024. Following
the Debenture Repurchase, which closed on August 2, 2024, C$16,642,000 principal amount of the January
Debentures and C$15,587,000 principal amount of the December Debentures remain outstanding, and 22NW no
longer held any Debentures.

On August 28, 2024, the NCIB for the Debentures commenced and is expected to terminate on August 27, 2025.
Under the NCIB, DIRTT is permitted to acquire up to C$1,664,200 principal amount of the January Debentures and
C$1,558,700 principal amount of the December Debentures. As at September 30, 2024, C$0.1 million and $nil
principal amounts of the December Debentures and January Debentures were acquired through the NCIB,
respectively.



In February 2021, we entered into a loan agreement governing a C$25.0 million senior secured revolving credit
facility with the Royal Bank of Canada (“RBC”), as lender (the “RBC Facility”’). On February 9, 2023, the Company
extended the RBC Facility (the “Extended RBC Facility”’). The Extended RBC Facility has a borrowing base of C$15
million and a one-year term. Effective October 2023, inventory was scoped out of the Borrowing Base. On February
9, 2024, the Company extended the Extended RBC Facility (the “Second Extended RBC Facility”). The Second
Extended RBC Facility is subject to the borrowing base calculation to a maximum of C$15 million and a one-year
term. Refer to discussion in “Credit Facility” herein for additional information.

The Company has a C$5.0 million equipment leasing facility in Canada (the “Canada Leasing Facility””) with
RBC of which C$4.4 million ($3.3 million) has been drawn and C$3.9 million ($2.9 million) has been repaid. The
Canada Leasing Facility has a seven-year term and bears interest at 4.25%. During 2023, the Company had a $14.0
million equipment leasing facility, with RBC and one of its affiliates, in the United States, of which $13.3 million was
drawn and repaid (the “U.S. Leasing Facility” and, together with the Canada Leasing Facility, the “Leasing
Facilities”). In connection with the Company’s decision to close the Rock Hill Facility, we settled the liability related
to the U.S. Leasing Facility ($7.8 million). The U.S. Leasing Facility is no longer available to be drawn on. With the
settlement of this liability, we released $2.6 million of restricted cash during 2023.

The following table summarizes our consolidated cash flows for the periods indicated:

For the Three Months Ended For the Nine Months Ended
September 30, September 30,
2024 2023 2024 2023
($ in thousands) ($ in thousands)
NeF c_a§h flows provided by operating 1522 1,919 1122 4,687
activities
Net ca_sh ﬂov'vs' (psed in) provided by (596) (658) (1,159) 7,089
investing activities
Net cash flows used in financing activities (16,262) (551) (289) (3,412)
Effect of foreign exchange on cash, cash
equivalents and restricted cash ) G 19) (10
Net increase (decrease) in cash, cash
equivalents and restricted cash (15,903) 593 (1,232 8,198
Cash, gash equlvglents and restricted cash, 39.770 21,844 25,099 14,239
beginning of period
Cash, cash equivalents and restricted 23,867 22,437 23,867 22,437

cash, end of period

Operating Activities

For the three months ended September 30, 2024, net cash flows provided by operating activities were $1.5
million compared to $1.9 million in the same period of 2023. The decrease in cash flows provided by operations is
due to the lower gross profit and higher operating expenses in the third quarter 2024 compared to 2023. For the nine
months ended September 30, 2024, net cash flows provided by operating activities were $1.1 million compared to
$4.7 million in the same period of 2024. The decrease in cash flows compared to the nine months ended September
30, 2023 was largely related to the receipt of $7.3 million cash proceeds from government subsidies, which was not
repeated in 2024. The decreases were partially offset by an increase in cash flows due to improved operational results
in the nine months ended September 30, 2024 compared to 2023.

Investing Activities

We invested $0.3 million and $1.0 million in property, plant and equipment during the three and nine months
ended September 30, 2024, compared to $0.3 million and $1.3 million in the three and nine months ended September
30, 2023. This expenditure consisted of $0.8 million of manufacturing upgrades and $0.2 million related to information
technology. We invested $0.9 million and $1.3 million on capitalized software during the three and nine months ended
September 30, 2024, compared to $0.4 million and $1.5 million for the three and nine months ended September 30,
2023. During the first nine months of 2024, we sold $1.0 million of assets classified as held for sale as a result of the
closure of the Rock Hill Facility, for proceeds of $1.0 million.



Financing Activities

$16.3 million and $0.3 million of cash were used in financing activities for the three and nine months ended
September 30, 2024, respectively, compared to $0.6 million and $3.4 million of cash used for the same periods of
2023. The cash used in the three months ended September 30, 2024 mainly consisted of $16.2 million used in the
Debenture Repurchase. The cash used in the nine months ended September 30, 2024 is comprised mainly of $21.3
million of net proceeds received from the Rights Offering offset by a $21.3 million principal repayment of Debentures
as a result of the Issuer Bid, the Debenture Repurchase and the NCIB, $0.2 million relating to employee tax payments
on vesting RSUs and scheduled payments under the Leasing Facilities.

Credit Facility

On February 12, 2021, the Company entered into the RBC Facility. Under the RBC Facility, the Borrowing
Base is up to a maximum of 90% of investment grade or insured accounts receivable plus 85% of eligible accounts
receivable plus the lesser of 75% of the book value of eligible inventory and 85% of the net orderly liquidation value
of eligible inventory less any reserves for potential prior ranking claims. Interest was calculated at the Canadian or
U.S. prime rate plus 30 basis points or at the Canadian Dollar Offered Rate or LIBOR plus 155 basis points. Under
the RBC Facility, if the “Aggregate Excess Availability”, defined as the Borrowing Base less any loan advances or
letters of credit or guarantee and if undrawn including unrestricted cash is less than C$5.0 million, the Company was
subject to a fixed charge coverage ratio (“FCCR”) covenant of 1.10:1 on a trailing twelve-month basis. Additionally,
if the FCCR was below 1.10:1 for the three immediately preceding months, the Company was required to maintain a
reserve account equal to the aggregate of one year of payments on outstanding loans on the Leasing Facilities. Had an
event of default occurred or the Aggregate Excess Availability been less than C$6.25 million for five consecutive
business days, the Company would have entered a cash dominion period whereby the Company’s bank accounts would
be blocked by RBC and daily balances would set-off any borrowings and any remaining amounts made available to
the Company.

On February 9, 2023, the Company entered into the Extended RBC Facility. The Extended RBC Facility had a
maximum borrowing base of C$15 million and a one-year term. Interest was calculated as at the Canadian or U.S.
prime rate plus 75 basis points or at the Canadian Dollar Offered Rate or LIBOR plus 200 basis points. Under the
Extended RBC Facility, until such time that the trailing twelve-month FCCR was above 1.25 for three consecutive
months, a cash balance equivalent to one-year’s worth of Leasing Facilities payments would be maintained. Effective
October 2023, inventory was scoped out of the Borrowing Base.

On February 9, 2024, the Company entered into the Second Extended RBC Facility. The maximum availability
under the Second Extended RBC Facility is subject to the borrowing base calculation to a maximum of C$15 million
and a one-year term. Interest is calculated as at the Canadian or U.S. prime rate plus 75 basis points or at the Canadian
Dollar Offered Rate or Adjusted Term CORRA or Term SOFR plus the Term SOFR Adjustment, in each case, plus
200 basis points. At September 30, 2024, available borrowings are C$14.4 million ($10.7 million) (December 31,
2023 — C$13.6 million ($10.3 million) of available borrowings), calculated in the same manner as the RBC Facility
described above, of which no amounts have been drawn. The Second Extended RBC Facility removed the three-month
FCCR covenant, which resulted in the release of $0.1 million of restricted cash during the first quarter of 2024 (the
Company had $0.4 million restricted cash as at December 31, 2023).

The Company has a C$5.0 million equipment leasing facility in Canada (the “Canada Leasing Facility”) of
which C$4.4 million ($3.3 million) has been drawn and C$3.9 million ($2.9 million) has been repaid, and a $14.0
million equipment leasing facility in the United States of which $13.3 million has been drawn and repaid (the “U.S.
Leasing Facility” and, together with the Canada Leasing Facility, the “Leasing Facilities””) with RBC. The Canada
Leasing Facility has a seven-year term and bears interest at 4.25%.

As part of the decision to close the Rock Hill Facility, the Company fully settled the liability related to the U.S.
Leasing Facility of $7.8 million in the fourth quarter of 2023. The U.S. Leasing Facility is no longer available to be
drawn on. With the settlement of this liability, $2.6 million was released from restricted cash during 2023.

The Company did not make any draws on the Canadian Leasing Facility during the nine months ended
September 30, 2024 and the year ended December 31, 2023.



We are restricted from paying dividends unless Payment Conditions (as defined in the Second Extended RBC
Facility) are met, including having a net borrowing availability of at least C$10 million over the proceeding 30-day
period, and having a trailing twelve-month fixed charge coverage ratio above 1.10:1 and certain other conditions. The
Second Extended RBC Facility is currently secured by substantially all of our real property located in Canada and the
United States.

On February 4, 2024, the Company entered into a Litigation Funding Agreement with a third party for the
funding of up to $4.0 million of litigation costs in respect of specific claims against Falkbuilt, Inc., Falkbuilt Ltd. and
Henderson. In return, the Company has agreed to pay from any proceeds received from the settlement of such claims,
a reimbursement of funded amounts plus diligence and underwriting costs, plus a multiple of such funded amount
based on certain milestones. As part of this agreement, the Company is subject to a general security arrangement over
its assets.

Contractual Obligations

Since our disclosure in “Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Contractual Obligations” in our Annual Report on Form 10-K, the following material contractual changes
have occurred:

. additional commitments related to the extension of our Calgary headquarters for an additional three

years beyond the original term.

See Note 16, “Commitments” to our interim condensed consolidated financial statements in this Quarterly
Report for additional information.

Significant Accounting Policies and Estimates

There have been no material changes in our significant accounting policies during the three months ended
September 30, 2024, as compared to those disclosed in “Management’s Discussion and Analysis of Financial
Condition and Results of Operations — Significant Accounting Policies and Estimates” in our Annual Report on Form
10-K. For information regarding significant accounting policies and estimates, please refer to Item 7 and Item 8 in our
Annual Report on Form 10-K. As disclosed in Note 3, “Adoption of New and Revised Accounting Standards” to our
interim condensed consolidated financial statements appearing in this Quarterly Report, there were no new accounting
standards adopted during the three months ended September 30, 2024.

Recent Accounting Pronouncements

For information regarding recent accounting pronouncements, please refer to Note 3, “Adoption of New and
Revised Accounting Standards,” to our condensed consolidated interim financial statements and “—Significant
Accounting Policies and Estimates” appearing in this Quarterly Report.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

There have been no material changes to our market risk exposures since our disclosures in our Annual Report
on Form 10-K. For information regarding our exposure to certain market risks, please refer to Item 7A. “Quantitative
and Qualitative Disclosures about Market Risk” in our Annual Report on Form 10-K. The Company’s cash and cash
equivalents are predominantly all with one AA rated financial institution.

Item 4. Controls and Procedures
Disclosure Controls and Procedures

Disclosure controls and procedures are controls and other procedures that are designed to ensure that
information required to be disclosed in our reports filed or submitted under the Exchange Act is recorded, processed,
summarized and reported within the time periods specified in the SEC’s rules and forms. Disclosure controls and
procedures include, without limitation, controls and procedures designed to ensure that information required to be
disclosed in the Company’s reports filed or submitted under the Exchange Act is accumulated and communicated to
management, including our principal executive officers and principal financial officer, as appropriate to allow timely
decisions regarding required disclosure.



As required by Rule 13a-15 under the Exchange Act, our principal executive officers and principal financial
officer carried out an evaluation of the effectiveness of the design and operation of our disclosure controls and
procedures as of September 30, 2024. Based upon their evaluation, our principal executive officers and principal
financial officer concluded that our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e)
under the Exchange Act) were effective.

Changes in Internal Control Over Financial Reporting

There have been no changes in our internal control over financial reporting (as defined in Rule 13a-15(f) under
the Exchange Act) during the quarter ended September 30, 2024, that have materially affected, or are reasonably likely
to materially affect, our internal control over financial reporting.



PART II - OTHER INFORMATION

Item 1. Legal Proceedings

There have been no material developments in the legal proceedings previously disclosed in our Annual Report
on Form 10-K for the year ended December 31, 2023 and our Quarterly Report on Form 10-Q for the quarters ended
March 31, 2024 and June 30, 2024 except as described below regarding DIRTT’s litigation against Falkbuilt, Messrs.
Smed and Loberg, and their associates.

With respect to the Utah Unfair Competition Case, Falkbuilt has refused to respond to discovery or supplement
its prior discovery, and DIRTT is preparing for motion practice. While Falkbuilt also resisted the entry of a scheduling
order, after motion practice and an order from the magistrate judge, the Court entered a scheduling order requiring
discovery to be completed by February 2025. The Court set a pretrial conference for October 17, 2025. DIRTT has
also retained two experts. Briefing on Falkbuilt’s motion to stay the case and renewed motion to move the case to
Canada is fully briefed. DIRTT is proceeding as though the motion will be denied. We are seeking $100 million of
damages as part of the second amended complaint.

In the Canadian Non-Compete Case, on October 25, 2024, the Honourable Mr. Justice Poelman of the Court of
King's Bench of Alberta granted a Court Order directing the Clerk of the Court to schedule an 8-week Trial on the
first available dates after December 8, 2025, to determine all the issues (including damages and liability). The Clerk
should schedule the exact Trial dates in the two weeks following this decision, but the Trial will be completed in the
first half of 2026. Once the Trial date has been scheduled, DIRTT will withdraw its summary judgment application as
the Trial will cover all of the issues in dispute between the parties.

Item 1A. Risk Factors

In addition to the risk factors set forth below and other information set forth in this Quarterly Report on Form
10-Q, you should carefully consider the risk factors and other cautionary statements described under the heading “Risk
Factors” included in our Annual Report on Form 10-K, which could materially affect our businesses, financial
condition, or results of operations. Additional risks and uncertainties not currently known to us or that we currently
deem to be immaterial also may materially adversely affect our business, financial condition and results of operations.

Our two largest shareholders, 22NW and WWT, are able to exercise voting influence over matters which may
require shareholder approval due to their ownership of our common shares, and their interests may conflict with
or differ from the interests of our other shareholders. In addition, the Amended and Restated SRP and the Support
Agreement limit the concentration of ownership of our common shares by shareholders other than 22NW and
WWT, which may make it more difficult for a shareholder to acquire the Company.

As of November 5, 2024, 22NW and Aron English (collectively, the “22NW Group”) and WWT and Shaun
Noll (collectively, the “WWT Group”) owned 29.7% and 27.6% of our outstanding common shares, respectively,
together beneficially owning approximately 57.3% of our outstanding common shares. So long as the 22NW Group
and WWT Group and their respective affiliates continue to directly or indirectly own a significant amount of our
common shares, they will, in certain circumstances, have voting influence over matters requiring shareholder approval,
including amendments to our amended and restated articles of amalgamation, and approval of significant corporate
transactions (barring any requirement for such shareholder to recuse itself from any such vote pursuant to applicable
securities law, corporate law or the rules and regulations of any applicable stock exchanges). Further, Aron English
and Shaun Noll, who serve as the investment manager and Managing Member of the 22NW Group and WWT Group,
respectively, also serve as directors on the Company’s Board of Directors. This could have the effect of delaying or
preventing a change of control of the Company, and would make the approval of certain transactions difficult or
impossible without the support of these shareholders.

In addition, the Amended and Restated SRP, which was ratified by shareholders at the SRP Meeting held on
September 20, 2024, was adopted by the Board in order to help ensure that all shareholders of the Company are treated
fairly and equally in connection with any unsolicited take-over bid or other acquisition of control of the Company.
The Amended and Restated SRP may discourage, delay, or prevent a change of control or acquisition of the Company,
even if such action may be considered beneficial by some shareholders, and could limit the price that investors would
be willing to pay in the future for the Company’s common shares.

The repurchase and cancellation of our Debentures in 2024, the Debenture Repurchase and the NCIB could
adversely affect the price or liquidity of the Debentures.



On March 22, 2024, the Company completed the Issuer Bid in which the Company repurchased for cancellation
C$4.7 million of the principal balance of the January Debentures and C$5.8 million of the principal balance of the
December Debentures.

On August 2, 2024, the Company and 22NW closed the Debenture Repurchase in which the Company purchased
for cancellation an aggregate of C$18,915,000 principal amount of the January Debentures and C$13,638,000
principal amount of the December Debentures. Following the Issuer Bid and Debenture Repurchase, C$16,642,000
principal amount of the January Debentures and C$15,587,000 principal amount of the December Debentures remain
outstanding and 22NW no longer holds any debentures.

On August 26, 2024, the company announced a NCIB of the January and December debentures. For the quarter
ended September 30, 2024, C$0.1 million and $nil principal amounts of the December Debentures and January
Debentures, respectively, were acquired and cancelled.

The Issuer Bid, the Debenture Repurchase, and the NCIB have decreased, and the NCIB may further decrease
the number of outstanding Debentures, and therefore could decrease their liquidity in the market of the Debentures
and increase the volatility of the prices at which they trade. The Debenture Repurchase may also cause the prices of
the Debentures to differ from what they would be in the absence of the Debenture Repurchase. There can be no
assurance the Debenture Repurchase will ultimately enhance shareholder value.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

None.
Item 3. Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosures
Not Applicable.
Item 5. Other Information

Not Applicable.



Item 6. Exhibits

EXHIBIT INDEX

Exhibit No. Description

3.1 Restated Articles of Amalgamation of DIRTT Environmental Solutions Ltd. (incorporated by reference to Exhibit
3.1 to the Registrant’s Registration Statement on Form 10, File No. 001-39061, filed on September 20, 2019).

3.2 Amended and Restated Bylaw No. 1 of DIRTT Environmental Solutions Ltd. (incorporated by reference to Exhibit
3.1 to the Registrant’s Current Report on Form 8-K, File No. 001-39061, filed on May 22, 2020).

4.1 Base Indenture, dated January 25, 2021, by and among DIRTT Environmental Solutions Ltd., Computershare Trust
Company of Canada and Computershare Trust Company, National Association as Trustees (incorporated by
reference to Exhibit 4.1 to the Registrant’s Current Report on Form 8-K, File No. 001-39061, filed on January 29
2021).

4.2 Supplemental Indenture, dated January 25, 2021, by and among the Company, Computershare Trust Company of
Canada and Computershare Trust Company, National Association as Trustees (incorporated by reference to Exhibit
4.1 to the Registrant’s Current Report on Form 8-K., File No. 001-39061, filed on January 29, 2021).

4.3 Second Supplemental Indenture, dated December 1, 2021, by and among the Company, Computershare Trust
Company of Canada and Computershare Trust Company, National Association as Trustees (incorporated by
reference to Exhibit 4.1 to the Registrant’s Current Report on Form 8-K, File No. 001-39061, filed on December
1,2021).

4.4 Shareholder Rights Plan Agreement, dated as of March 22, 2024, by and between DIRTT Environmental Solutions
Ltd. and Computershare Trust Company of Canada, as rights agent (incorporated by reference to Exhibit 4.1 to the
Registrant’s Current Report on Form 8-K, File No. 001-39061, filed March 25, 2024).

4.5 Amended and Restated Shareholder Rights Plan Agreement, dated as of August 2, 2024, by and between DIRTT
Environmental Solutions Ltd. and Computershare Trust Company of Canada, as rights agent (incorporated by
reference to Exhibit 4.1 of the Registrants Current Report on Form 8-K,File No. 001-39061.filed August 2, 2024).

10.1 Convertible Debenture Repurchase Agreement, dated as of August 2. 2024, by and between DIRTT Environmental
Solutions Ltd. and 22NW Fund, LP (incorporated by reference to Exhibit 10.1 of the Registrants Current Report
on Form 8-K.File No. 001-39061, filed August 2, 2024)

10.2 Support and Standstill Agreement, dated as of August 2, 2024, by and among DIRTT Environmental Solutions
Ltd., 22NW Fund, LP and WWT Opportunity #1 LLC (incorporated by reference to Exhibit 10.2 of the Registrants
Current Report on Form 8-K,File No. 001-39061, filed August 2, 2024)

31.1% Certification of the Principal Executive Officer required by Rule 13a-14(a) or Rule 15d-14(a) under the Securities
Exchange Act of 1934, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2% Certification of the Principal Financial Officer required by Rule 13a-14(a) or Rule 15d-14(a) under the Securities
Exchange Act of 1934, as Adopted Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1%* Certification of the Principal Executive Officer required by 18 U.S.C. 1350, as Adopted Pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002.

32.2%* Certification of the Principal Financial Officer required by 18 U.S.C. 1350, as Adopted Pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002

101.INS* Inline XBRL Instance Document

101.SCH* Inline XBRL Taxonomy Extension Schema Document

101.CAL* Inline XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF* Inline XBRL Taxonomy Extension Definition Linkbase Document

101.LAB* Inline XBRL Taxonomy Extension Label Linkbase Document

101.PRE* Inline XBRL Taxonomy Extension Presentation Linkbase Document

104 Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101)

*

ek

Filed herewith
Furnished herewith



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report
to be signed on its behalf by the undersigned thereunto duly authorized.

DIRTT ENVIRONMENTAL SOLUTIONS LTD.

By: /s/ Farecha Khan
Fareeha Khan
Chief Financial Officer
(Duly Authorized Officer, Principal Financial
Officer and Principal Accounting Officer)

Date: November 6, 2024



Exhibit 31.1

CERTIFICATION
PURSUANT TO EXCHANGE ACT RULE 13A-14(a) OR RULE 15D-14(a)
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Benjamin Urban, certify that:

1.

I have reviewed this Quarterly Report on Form 10-Q of DIRTT Environmental Solutions Ltd. (the “registrant™) for the quarter ended
September 30, 2024;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

d.  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information;
and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Dated: November 6, 2024 By: /s/ Benjamin Urban

Benjamin Urban
Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2

CERTIFICATION
PURSUANT TO EXCHANGE ACT RULE 13A-14(a) OR RULE 15D-14(a)
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Fareeha Khan, certify that:

1.

I have reviewed this Quarterly Report on Form 10-Q of DIRTT Environmental Solutions Ltd. (the “registrant™) for the quarter ended
September 30, 2024;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the
period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known
to us by others within those entities, particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

d.  Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the
equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information;
and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s
internal control over financial reporting.

Dated: November 6, 2024 By: /s/ Fareeha Khan

Fareeha Khan
Chief Financial Officer
(Principal Financial Officer)



Exhibit 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. § 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of DIRTT Environmental Solutions Ltd. (the “Company”) for the quarter ended
September 30, 2024, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Benjamin Urban, Chief
Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, that:

L. the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended;

and
2. the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company.
Dated: November 6, 2024 By: /s/ Benjamin Urban

Benjamin Urban
Chief Executive Officer
(Principal Executive Officer)



Exhibit 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. § 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of DIRTT Environmental Solutions Ltd. (the “Company”) for the quarter ended
September 30, 2024, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Fareeha Khan, Chief
Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, that:

L. the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended;

and
2. the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations
of the Company.
Dated: November 6, 2024 By: /s/ Fareeha Khan

Fareeha Khan
Chief Financial Officer
(Principal Financial Officer)



