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Tilray, Inc.
Consolidated Statements of Financial Position
(In thousands of U.S. dallars)

Assets
Current assets
Cash and cash equivalents
Accounts receivable, net
Inventory
Prepaids and other current assets
Convertible notes receivable
Total current assets
Capital assets
Right-of-use assets
Intangible assets
Goodwill
Interest in equity investees
Long-term investments
Other assets
Total assets
Liabilities
Current liabilities
Bank indebtedness
Accounts payable and accrued liabilities
Contingent consideration
Warrant liability
Current portion of lease ligbilities
Current portion of long-term debt
Total current liabilities
Long - term liabilities
Lease liahilities
Long-term debt
Convertible debentures
Deferred tax liability
Other liabilities
Total liabilities
Commitments and contingencies (refer to Note 30)
Shareholders equity
Common stock
Additional paid-in capital
Accumulated other comprehensive income (10ss)
Deficit
Total Tilray shareholders equity
Non-controlling interests
Total shareholders equity
Total liabilities and shareholders equity

The accompanying notes are an integral part of these consolidated financial statements
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May 31, May 31,
2021 2020

$ 488,466 $ 360,646

87,309 37,931

256,429 139,781

48,920 32,660

2,485 10,609

883,609 581,627

650,698 420,706

18,267 5,356

1,605,918 263,318

2,832,794 447,330

8,106 —

17,685 19,595

8,285 —

$ 6,025,362 $ 1,737,932

$ 8,717 $ 389

212,813 112,411

60,657 —

78,168 —

4,264 954

36,622 6,141

401,241 119,895

53,946 4,227

167,486 94,028

667,624 196,405

265,845 48,446

3,907 —

1,560,049 463,001

46 24

4,792,406 1,366,736
152,668 (5,/434)
(486,050) (113,352)

4,459,070 1,247,974

6,243 26,957

4,465,313 1,274,931

$ 6,025,362 $ 1,737,932




Tilray, Inc.

Consolidated Statements of Loss and Comprehensive Loss
(In thousands of U.S. dollars, except share and per share amounts)

Net revenue
Cost of goods sold
Gross profit
Operating expenses:
General and administrative
Selling
Amortization
Marketing and promotion
Research and development
Impairment
Transaction costs
Total operating expenses
Operating loss
Finance income (expense), net
Non-operating (expense) income, net
(Loss) income before income taxes
Income taxes (recovery)
Net (loss) income

Total net income (loss) attributable to:
Shareholders of Tilray Inc.
Non-controlling interests
Other comprehensive (loss) income, net of tax
Foreign currency trandlation (loss) gain
Unrealized loss on convertible notes receivables
Total other comprehensive (loss) income, net of tax
Comprehensive (loss) income
Total comprehensive income (loss) attributable to:
Shareholders of Tilray Inc.
Non-controlling interests
Weighted average number of common shares - basic
Weighted average number of common shares - diluted
Earnings (Loss) per share - basic
Earnings (L oss) per share - diluted

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

For theyearsended May 31,

2021 2020 2019
$ 513085 $ 405326 $ 179,303
389,903 309,273 135,792
123,182 96,053 43511
111,575 93,789 75,841
26,576 18,975 3752
35,221 15,138 9,550
17,539 15,266 17,400
830 1,916 1,052
— 50,679 57,259
63,612 4,299 17,588
255,353 200,062 182,442
(132,171) (104,009) (138,931)
(27,977) (19,371) 5,259
(184,838) 14,195 95,534
(344,936) (109,185) (38,138)
(8972) (8,352) (2,045)
$ (336,014) $ (100,833) $ (36,093)
(367,421) (102,540) (25,037)
31,407 1,707 (11,056)
156,649 (858) (90)
(3,824) (5,476) (2,570)
152,825 (6,334) (2,660)
(183,189) (107,167) (38,753)
(214,596) (108,874) (27,697)
31,407 1,707 (11,056)
269,549,852 216,158,217 203,460,138
269,549,852 216,158,217 203,460,138
$ (125) $ (047) $ (0.18)
$ (125) $ 047) $ (0.18)
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Tilray, Inc.

Consolidated Statements of Changesin Equity
(In thousands of U.S. dollars, except share amounts)

Balance at May 31, 2018

Share issuance - June 2018 bought deal

Additional share issuance - Broken Coast
acquisition

Shareissuance - LATAM acquisition

Share issuance - warrants exercised

Share issuance - options exercised

Share issuance - DSUs exercised

Income tax recovery on share issuance cost

Share-based payments

Elimination of CTA on disposal

Non-controlling interests

Comprehensive income (loss) for the period

Balance at May 31, 2019

Share issuance - January 2020 bought deal
Share issuance - debt settlement

Share issuance - options exercised

Share issuance - RSUs exercised

Share issuance - DSUs exercised

Share issuance - warrants exercised
Cancelled shares

Expired options

Expired warrants

Share-based payments

Nuuvera Malta acquisition
Non-controlling interests

Comprehensive income (loss) for the period
Balance at May 31, 2020

Share issuance - legal settlement

Share issuance - equity financing

Share issuance - SweetWater acquisition
Share issuance - contract settlement

Share issuance - Arrangement

Share issuance - options exercised

Share issuance - RSUs exercised
Share-based payments

Settlement of convertible notes receivable
Dividends paid to non-controlling interests
Comprehensive income (loss) for the period
Balance at May 31, 2021

Accumulated
Number of Additional other Retained Non-
common Common paid-in  comprehensive earnings controlling
shares stock capital income (loss) (deficit) interests Total
176,143,413 $ 18 $ 795134 $ 2954 ¢ 1781 $ 13828 $ 813,715
18,300,341 2 185,967 — — — 185,969
16,731 — 225 — — — 225
13,139,992 1 207,122 — — 21,889 229,012
461,236 — 1,303 — — — 1,303
2,205,945 — 3,854 — — — 3,854
86,324 — — — — — —
— — 2,591 — — — 2,591
— — 29,028 — — — 29,028
— — — 606 (606) — —
— — — — — 7,138 7,138
— — — (2,660)  (25,037) (11,056) (38,753)
210,353,982 $ 21 $1,225224 $ 900 $ (235862) $ 31,799 $1,234,082
11,771,068 1 74,394 — — — 74,395
15,806,989 2 58,232 — — — 58,234
1,084,288 — 3,060 — — — 3,060
559,456 — — — — — —
333,606 — — — — — —
642,296 — 858 — — — 858
(419,050) — (459) — 459 — —
— — (11,924) — 11,924 — —
— — (728) — 728 — —
— — 18,079 — — — 18,079
— — — — (61) 61 —
— — — — — (6,610) (6,610)
— — — (6,334) (102,540) 1,707  (107,167)
240,132,635 $ 24 $1,366,736 $ (5/434) $(113352) $ 26,957 $1,274,931
1,893,858 — 10,454 — — — 10,454
14,610,496 2 103,535 — — — 103,537
8,232,810 1 65,888 — — — 65,889
1,165,861 1 21,370 — — (40,266) (18,895)
179,635,973 18 3,204,888 — — — 3,204,906
318,299 — 144 — — — 144
450,709 — — — — — —
— — 19,391 — — — 19,391
— — — 5,277 (5,277) — —
— — — — (11,855) (11,855)
— — — 152,825 (367,421) 31,407  (183,189)
446,440,641 $ 46 $4,792,406 $ 152,668 $(486,050) $ 6,243 $4,465,313

The accompanying notes are an integral part of these consolidated financial statements
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Tilray, Inc.
Consolidated Statements of Cash Flows
(In thousands of U.S. dollars, except share amounts)

For the year ended May 31,

2021 2020 2019
Cash used in operating activities:
Net (loss) income for the year $ (336,014) $ (100,833) $ (36,093)
Adjustments for:
Deferred income tax recovery (24,873) (13,305) (5,833)
Unrealized foreign exchange loss (gain) 49,342 (451) (194)
Amortization 67,832 35,669 17,210
Loss (gain) on sale of capital assets (1,523) 8,075 (42)
Impairment — 50,679 57,202
L oss on promissory notes receivable — 9,698 —
Transaction costs associated with business acquisitions 59,917 — 11,660
Other non-cash items 3,025 (90) 242
Stock-based compensation 17,351 18,079 21,951
Loss (gain) on long-term investments & equity investments 1,624 24,295 (59,051)
Loss (gain) on convertible debentures 169,537 (53,611) (36,630)
Change in non-cash working capital (50,935) (78,832) (12,471)
Net cash used in operating activities (44,717) (100,627) (42,049)
Cash used in investing activities:
Proceeds from disposal of marketable securities — 14,816 18,667
Investment in capital and intangible assets (38,874) (98,786) (155,751)
Proceeds from disposal of capital and intangible assets 6,608 1,411 42
Promissory notes advances (2,419) — (24,746)
Repayment of convertible notes receivable 5,752 19,396 6,466
Investment in long-term investments and equity investees — (451) (54,724)
Proceeds from disposal of long-term investments and equity investees 8,430 19,570 83,343
Net cash acquired (paid) on business acquisitions 66,608 (25,902) (17,814)
Net cash used in investing activities 46,105 (69,946) (134,517)
Cash provided by (used in) financing activities:
Share capital issued, net of cash issuance costs 102,550 74,395 185,969
Proceeds from warrants and options exercised 144 3,918 5,157
Proceeds from convertible debentures — — 343,607
Repayment of convertible debentures — (812) —
Proceeds from long-term debt 102,798 60,944 21,053
Repayment of long-term debt (64,559) (8,114) (8,601)
Repayment of lease liabilities (1,058) (126) —
Increase in bank indebtedness 8,328 401 —
Amounts paid to non-controlling interest (23,895) — —
Net cash used in financing activities 124,308 130,606 547,185
Effect of foreign exchange on cash and cash equivalents 2,124 (6,572) (9,570)
Net increase (decrease) in cash and cash equivaents 127,820 (46,539) 361,049
Cash and cash equivalents, beginning of period 360,646 407,185 46,136
Cash and cash equivalents, end of period $ 488,466 $ 360,646 $ 407,185
Supplementary disclosure of cash flow information
Cash paid during the year:
Income taxes $ 5623 $ 2649 $ 4,878

The accompanying notes are an integral part of these consolidated financial statements
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Tilray, Inc.
Notes to the Consolidated Financial Statements
(In thousands of U.S. dollars, except share and per share amounts)

1.  Description of business

Tilray, Inc., a Delaware corporation, and its wholly owned subsidiaries (collectively “Tilray”, the “ Company”,
we”, “us’ or the “Successor”) is a global medical cannabis research, cultivation, processing and distribution
organization, and is one of the leading suppliers of adult-use cannabis in Canada. The Company also markets and
distributes food products from hemp seed, offering a broad range of natural and organic hemp-based food products
and ingredients that are sold through retailers and websites globally.

“

On April 30, 2021 Tilray acquired al of the issued and outstanding common shares of Aphrialnc. (“Aphria’),
an international organization with afocus on building aglobal cannabis-lifestyle consumer packaged goods company
and involved in the manufacturing and distribution of beer and beer derivative products in the United States, and in
the distribution of (non-Cannabis) pharmaceutical products in Germany, pursuant to a plan of arrangement (the
“Arrangement”) under the Ontario Business Corporations Act.

Under the terms of the Arrangement, stockholders of Aphriareceived 0.8381 (the “Exchange Ratio”) of ashare
of Tilray common stock for each Aphriashare held. Tilray stockholders continued to hold their Tilray common stock,
which remains outstanding. The Exchange Ratio resulted in Aphria stockholders and Tilray stockholders owning
61.2% and 38.8%, respectively, of the post-closing outstanding Tilray common stock (on a fully diluted basis),
resulting in the reverse acquisition of Tilray under the acquisition method, whereby Aphria is deemed to be the
acquiring entity from an accounting perspective. Following the completion of the Arrangement, Tilray is the
consolidated parent of Aphria and the resulting company operates under the Tilray corporate name.

2. Basisof preparation

The policies applied in these consolidated financial statements are prepared in accordance with accounting
principles generally accepted in the United States of America (“GAAP”) and pursuant to the rules and regulations of
the United States Securities and Exchange Commission (“ SEC”).

Based on the determination that Aphria was the accounting acquirer in the Arrangement, Aphria’'s historical
financial statements became the historical financial statements of the Company. The acquired assets and liabilities of
Tilray areincluded in the Company’ s consolidated balance sheets as of April 30, 2021 and the results of its operations
and cash flows are included in the Company’s consolidated statement of income (loss) and comprehensive income
(loss) and cash flows for periods beginning after April 30, 2021. In conjunction with the reverse acquisition, the
Company elected to adopt Aphria sfiscal year end of June 1 to May 31.

Prior to April 30, 2021 Aphriawas aforeign private issuer reporting itsfinancial statements under International
Financial Reporting Standards (“IFRS’) as issued by the International Accounting Standard Boards. These
consolidated financial statements, for al periods, are presented in accordance with GAAP.

These consolidated financial statements have been prepared on the going concern basis which assumes that the
Company will continue in operation for the foreseeable future and, accordingly, will be able to realize its assets and
dischargeitsliabilitiesinthe normal course of operations asthey come due, under the historical cost convention except
for certain financial instrumentsthat are measured at fair value, as detailed in the Company’ s accounting policies. For
the fiscal year ended May 31, 2021 the Company reported a consolidated net loss of $336,014 and a consolidated net
loss of $100,833 and $36,093 for the years ending May 31, 2020 and May 31, 2019, respectively.

For the years ended May 31, 2021, 2020 and 2019, the Company had cash flows used in operating activities of

$44,717, $100,627 and $42,049, respectively. As of May 31, 2021 and 2020, the Company had working capital of
$482,368 and $ 461,732 respectively.
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Current management forecasts and related assumptions support the view that the Company can adequately
manage the operational needs of the business with the current cash on hand for the next twelve months from the date
of issuance of these financial statements.

These financial statementsreflect all adjustments, which, in the opinion of management, are necessary for afair
presentation of the Company’s financial position and results of operations.

Foreign currency

These consolidated financial statements are presented in U.S. dollars (“USD”), which is the Company’s
reporting currency; however, the functional currency of the entities in these financial statements are their respective
local currencies, including Canadian dollar, USD, Euro, Australian dollar, and Great Britain pound.

Foreign currency transactions are remeasured to the respective functional currencies of the Company’s entities
at the exchange rates in effect on the date of the transactions. Monetary assets and liabilities denominated in foreign
currencies are remeasured to the functional currency at the foreign exchange rate applicable at the statement of
financial position date. Non-monetary items carried at historical cost denominated in foreign currencies are
remeasured to the functional currency at the date of the transactions. Non-monetary items carried at fair vaue
denominated in foreign currencies are remeasured to the functional currency at the date when the fair value was
determined. Realized and unrealized exchange gains and | osses are recognized through profit and loss.

On consolidation, the assets and liabilities of foreign operations reported in their functiona currencies are trandated
into USD, the Group’ s presentation currency, at period-end exchange rates. Income and expenses, and cash flows of foreign
operations are trandated into USD using average exchange rates. Exchange differences resulting from translating
foreign operations are recognized in other comprehensive income (loss) and accumulated in equity.
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Basis of consolidation

Subsidiaries are entities controlled by the Company. Control exists when the Company either has a controlling
voting interest or is the primary beneficiary of avariable interest entity. The financial statements of subsidiaries are
included in the consolidated financial statements from the date that control commences until the date that control

ceases. Thefollowing isalist of the Company’s operating subsidiaries:

Subsidiaries Jurisdiction of incorporation Ownership inter est
Natura Naturals Inc. Canada 100%
Tilray, Inc. United States 100%
Manitoba Harvest USA LLC United States 100%
Tilray Canada, Ltd. Canada 100%
Dorada Ventures, Ltd. Canada 100%
FHF Holdings Ltd. Canada 100%
High Park Farms Ltd. Canada 100%
Tilray Deutschland GmbH Germany 100%
Pardal Holdings, Lda. Portugal 100%
Tilray Portugal Unipessoal, Lda. Portugal 100%
Tilray AustraliaNew Zealand Pty. Ltd. Australia 100%
Tilray Ventures Ltd. Ireland 100%
Manitoba Harvest Japan K .K. Japan 100%
High Park Holdings, Ltd. Canada 100%
Fresh Hemp Foods L td. Canada 100%
Natura Naturals Holdings Inc. Canada 100%
National Cannabinoid Clinics Pty Ltd. Australia 100%
Tilray Latin America SpA Chile 100%
Tilray Portugal 11, Lda. Portugal 100%
High Park Gardens Inc. Canada 100%
1197879 B.C. Ltd Canada 100%
High Park Shops Inc. Canada 100%
Privateer Evolution, LLC United States 100%
Tilray France SAS France 100%
High Park Holdings B.V. Netherlands 100%
High Park Botanicals B.V. Netherlands 100%
Broken Coast Cannabis Ltd. British Columbia, Canada 100%
SweetWater Brewing Company, LLC United States 100%
SweetWater Colorado Brewing Co. United States 100%
ARA — Avanti Rx Analytics Inc. Ontario, Canada 100%
FL Group Svr.l. Italy 100%
ABP, SA. Argentina 100%
Aphria Germany GmbH Germany 100%
AphriaRX GmbH Germany 100%
CC Pharma GmbH Germany 100%
CC Pharma Research and Devel opment GmbH Germany 100%
Aphria Wellbeing GmbH Germany 100%
CC Pharma L uxemburg GmbH Luxemburg 100%
ASG Pharma Ltd. Malta 100%
ColCannaSA.S. Colombia 90%
CC Pharma Nordic ApS Denmark 75%
1974568 Ontario Ltd. Ontario, Canada 51%

Intragroup balances, and any unrealized gains and |osses or income and expenses arising from transactions with
jointly controlled entities are eliminated to the extent of the Company’ sinterest in the entity.
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A Variable Interest Entity (“VIE”) is alegal entity that does not have sufficient equity at risk to finance its
activities without additional subordinated financial support, is structured such that equity investors lack the ability to
make significant decisions relating to the entity’ s operations through voting rights, or do not substantively participate
in the gains and losses of the entity. Upon inception of a contractual agreement, the Company performs an assessment
to determine whether the arrangement contains a variable interest in alegal entity and whether that legal entity isa
VIE. The primary beneficiary has both the power to direct the activities of the VIE that most significantly impact the
entity’ s economic performance and the obligation to absorb losses or the right to receive benefits from the VIE entity
that could potentialy be significant to the VIE. Where the Company concludesit isthe primary beneficiary of aVIE,
the Company consolidates the accounts of that VIE. When the Company is nhot the primary beneficiary, the VIE is
accounted for using the equity method and is included in equity method investments on the balance sheets. At May
31, 2021, 2020, and 2019, the Company had no consolidated VIEs. Refer to Note 13 Interest in equity investees for
the Company’s VIEs accounted for using the equity method.

The Company regularly reviews and reconsiders previous conclusions regarding whether it is the primary
beneficiary of a VIE. The Company also reviews and reconsiders previous conclusions regarding whether the
Company holds a variable interest in a potential VIE, the status of an entity as a VIE, and whether the Company is
required to consolidate such aVIE in the financial statements when a change occurs.

The Company treats transactions that do not result in aloss of control as equity transactions and generally no
gain or loss is recognized. A change in ownership interest results in an adjustment between the carrying amounts of
the controlling and non-controlling interests to reflect their relative interestsin the subsidiary. Any difference between
the amount of the adjustment to non-controlling interests and any consideration paid or received is recognized in a
separate reserve within equity attributable to the owners of the Company.

Equity method investments

In accordance with ASC 323, Investments — Equity Method and Joint Ventures, investments in entities over
which the Company does not have a controlling financial interest but has significant influence are accounted for using
the equity method, with the Company’s share of earnings or losses reported in earnings or losses from equity method
investments on the statements of net loss and comprehensive loss. Equity method investments are recognized initially
at cost, which includes transaction costs. After initial recognition, the consolidated financial statements include the
Company’s share of undistributed earnings or losses, and impairment, if any, until the date on which significant
influence ceases.

If the Company’s share of losses in an equity investment equals or exceeds its interest in the entity, including
any net advances, the group does not recognize further losses, unless it has guaranteed obligations of the investee or
is otherwise committed to provide further financial support for the investee.

Unrealized gains on transactions between the Company and its equity-method investees are eliminated only to
the extent of the Company’s interest in these entities. Unrealized losses are also eliminated, except to the extent that
the underlying asset isimpaired.

3. Significant accounting policies

The significant accounting policies used by the Company are as follows:

Cash and cash equivalents

Cash and cash equivalents are comprised of cash and highly liquid investments that are both readily convertible
into known amounts of cash with original maturities of three months or less. Cash and cash equivalents include
amounts held in United States dollar, Canadian dollar, Euro, Australian dollar, Great Britain pound, Colombian peso,
Argentine peso, and corporate bonds, commercia paper, treasury bills and money market funds.

82



Accounts receivable

The Company maintains an allowance for credit losses at an amount sufficient to absorb losses inherent in its
accounts receivable portfolio as of the reporting dates based on the projection of expected credit losses. The Company
appliesthe aging method to estimate the allowance for expected credit losses. The aging method is applied to accounts
receivables at the business unit level to reflect shared risk characteristics, such as receivable type, customer type and
geographical location. The aging method assigns accounts receivablesto alevel of delinquency and appliesloss rates
to each class based on historical loss experience. The Company also considers relevant qualitative and quantitative
factors to assess whether historical 1oss experience should be adjusted to better reflect the risk characteristics of the
current classes and the expected future loss. This assessment incorporates all available information relevant to
considering the collectability of its current classes, including considering economic and business conditions, default
trends, changesin its class composition, among other internal and external factors. The expected credit |0ss estimates
are adjusted for current conditions and reasonabl e supportable forecasts.

As part of the Company’s analysis of expected credit losses, it may analyze contracts on an individua basisin
situations where such accounts receivables exhibit unique risk characteristics and are not expected to experience
similar losses to the rest of their class.

Inventory
Inventory consists of our cannabis, wellness, beverage, and distribution inventory, as follows:

Cannabis inventory consists of our plants, dried cannabis, cannabis trim, cannabis derivatives such as oils, and
vape products. Cannabis inventory costs include pre-harvest, post-harvest, shipment and fulfillment, as well as costs
related to accessories. Pre-harvest costs include labor and direct materials to grow cannabis, which includes water,
electricity, nutrients, integrated pest management, growing supplies and allocated overhead. Post-harvest costsinclude
costs associated with drying, trimming, blending, extracting, purifying, quality testing and allocated overhead.
Shipment and fulfillment costs include the costs of packaging, labelling, courier services, and allocated overhead.

Wellness inventory cost includes hemp seeds, packaging and co-packing. Seed costs include commodity cost
paid to farmers, genetic seed cost to provide and manage contracted farmers, hulling and processing costs, including
labor and overhead. Packaging costs include packaging materials, labor and overhead to run machinery. Co-packing
cost are generally for products not manufactured by the Company directly and would include all costs to produce the
products.

Beverage inventory cost includes materials we incur to make and ship beer beverages. These costs include
brewing materials, such as barley, hops and various grains. Packaging materials such as glass bottles, aluminum cans,
cardboard and paperboard are also included in the cost of our beverage inventory. Additionally, our cost of goods
sold include both direct and indirect labor, shipping and handling including freight costs, utilities, maintenance costs,
warehousing costs, purchasing and receiving costs, amortization, promotional packaging, and other manufacturing
overheads

Distribution inventory includes costs related to procurement of pharmaceutical products for re-sale in entities
respective markets.

Inventory is valued at the lower of cost and net realizable value, determined using weighted average cost. All
direct and indirect costs related to inventory are capitalized as they are incurred, and they are subsequently recorded
in cost of goods sold on the statements of loss and comprehensive loss at the time inventory is sold. Net realizable
value is defined as the estimated selling price in the ordinary course of business, less reasonably predictable costs of
completion, disposal and transportation. At the end of each reporting period, the Company performs an assessment of
inventory and records write-downs for excess and obsol ete inventories based on the Company’ s estimated forecast of
product demand, production requirements, market conditions, regulatory environment, and spoilage. Actual inventory
losses may differ from management’ s estimates and such differences could be material to the Company’ s statements
of financial position, statements of 10ss and comprehensive loss and statements of cash flows.
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Capital assets

Capital assets are recorded at cost, net of accumulated amortization and impairment, if any. Amortization for
the propertiesincluded in our capital assets is cal culated using the following terms and methods:

Asset type Depreciation method  Depreciation term (estimated useful life)

Land Not depreciated  Noterm

Production facility Straight-line 20— 30 years

Equipment Straight-line 3-25years

L easehold improvements Straight-line Lesser of estimated useful life or lease term

Construction in progress Not depreciated  Noterm

Finance lease right-of-use assets ~ Straight-line Lesser of the lease term and the useful life of the leased asset

The estimated residual values and useful lives are reviewed at the end of each reporting period, with the effect
of any changesin estimate being accounted for on a prospective basis.

When assets are retired or disposed of, the cost and accumulated amortization are removed from the respective
accounts and any related gain or loss is recognized. Maintenance and repairs are charged to expenses as incurred.
Significant expenditures, which extend the useful lives of assets or increase productivity, are capitalized. When
significant parts of one of our capital assets have different useful lives, they are accounted for as separate items or
components of capital assets.

Construction in progress includes construction progress payments, deposits, engineering costs and other costs
directly related to the construction of the facilities. Expenditures are capitalized during the construction period and
construction in progress is transferred to the relevant class of capital assets when the assets are available for use, at
which point in time the amortization of the asset commences.

Intangible assets

Intangible assetsinclude intangibl e assets acquired as part of business combinations, asset acquisitions and other
business transactions. The Company records intangible assets at cost, net of accumulated amortization and
accumulated impairment losses, if any. Cost is measured based on the fair values of cash consideration paid and equity
interests issued. The cost of an intangible asset acquired isits acquisition date fair value.

Amortization of definite life intangible assets is calculated on a straight -line basis over the estimated useful
lives of the assets using the following terms:

Asset type Amortization term

Customer relationships and distribution channel 14 - 16 years

Licences, permits & applications 90 months — indefinite
Brands, intellectual property and trademarks 15 months — 25 years
Non-compete agreements Over term of non-compete
Know how 5years

When there is no foreseeabl e limit on the period of time over which an intangible asset is expected to contribute
to the cash flows of the Company, an intangible asset is determined to have an indefinite-lived. Indefinite-lived
intangible assets are not amortized but tested for impairment annually or more frequently when indicators of
impairment exist. If the carrying value of an individual indefinite-lived intangible asset exceeds its fair value, such
individual indefinite-lived intangible asset isimpaired by the amount of the excess.

The estimated useful lives are reviewed at the end of each reporting period, with the effect of any changesin
estimate being accounted for on a prospective basis.



Impairment of long-lived assets

The Company reviews long-lived assets, including capital assets and definite life intangible assets for
impairment whenever events or changes in circumstances indicate that the carrying value of an asset may not be
recoverable. In order to determine if assets have been impaired, assets are grouped and tested at the lowest level for
which identifiable independent cash flows are available (“asset group”). An impairment loss is recognized when the
sum of projected undiscounted cash flows is less than the carrying value of the asset group. The measurement of the
impairment loss to be recognized is based on the difference between the fair value and the carrying value of the asset
group. Fair value may be determined using a market approach or income approach. Thereversal of impairment losses
is prohibited.

Business combinations and goodwill

The Company accounts for business combinations using the acquisition method in accordance with Accounting
Standards Codification, ASC 805, Business Combinations which requires recognition of assets acquired and liabilities
assumed, including contingent assets and liabilities, at their respective fair values on the date of acquisition.

Contingent consideration is measured at its acquisition-date fair value and included as part of the consideration
transferred in a business combination. Contingent consideration that is classified as equity is not remeasured at
subsequent reporting dates and its subsequent settlement is accounted for within equity. Contingent consideration that
is classified as an asset or liability is remeasured at subsequent reporting dates, with the corresponding gain or loss
recognized in profit or loss.

Non-controlling interestsin the acquiree are measured at fair value on acquisition date. Acquisition-related costs
are recognized as expenses in the periods in which the costs are incurred and the services are received (except for the
costs to issue debt or equity securities which are recognized according to specific requirements).

Purchase price all ocations may be preliminary and, during the measurement period not to exceed one year from
the date of acquisition, changes in assumptions and estimates that result in adjustments to the fair value of assets
acquired and liabilities assumed are recorded in the period the adjustments are determined.

Goodwill represents the excess of the consideration transferred for the acquisition of subsidiaries over the net
of the acquisition-date amounts of the identifiable assets acquired and the liabilities assumed. Following initial
recognition, goodwill is measured at cost less any accumulated impairment losses.

Impairment of goodwill and indefinite-lived intangible assets

Goodwill is alocated to the reporting unit in which the business that created the goodwill resides. A reporting
unit is an operating segment, or a business unit one level below that operating segment, for which discrete financia
information isprepared and regularly reviewed by segment management. We operatein five operating segmentswhich
are our reporting units, and goodwill is alocated at the operating segment level. The Company reviews goodwill and
indefinite-lived intangible assets annually for impairment in the fourth quarter, or more frequently, if events or
circumstances indicate that the carrying amount of an asset may not be recoverable.

Leases

The Company determines if an arrangement is a lease at inception. The Company has operating and finance
leases for facilities, office spaces, production equipment and vehicles. Operating leases are included in right-of-use
(“ROU") assets and finance lease ROU assets areincluded in capital assetsin the statements of financial position. The
lease liabilities are included in lease liabilities (current and non-current) in the statements of financial position.
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ROU assets represent the Company’s right to use an underlying asset for the lease term and lease liabilities
represent the Company’s obligation to make lease payments arising from the lease. ROU assets are classified as a
finance lease or an operating lease. A finance lease is alease in which:

e ownership of the property transfers to the lessee by the end of the lease term;

« thelease grants the lessee an option to purchase the underlying asset that the lessee is reasonably certain
to exercise;

e theleaseisfor amgjor part of the remaining economic life of the underlying asset;

e the present value of the sum of the lease payments and any residual value guaranteed by the lessee that is
not already included in the lease payments equals or exceeds substantially all of the fair value; or

» theunderlying asset is of such aspecialized nature that it is expected to have no alternative use to the lessor
at the end of the lease term.

The Company classifies alease as an operating lease when it does not meet any one of these criteria.

The ROU asset is initially measured at cost, which is primarily comprised of the initial amount of the lease
liability, plus initial direct costs and lease payments at or before the commencement date, less any lease incentives
received. All ROU assets are reviewed periodically for impairment.

Thelease liahility isinitially measured at the present value of the lease payments, discounted using the interest
rate implicit in the lease or, if that rate cannot be readily determined, the incremental borrowing rate. The incremental
borrowing rate is defined as the rate of interest that alessee would have to pay to borrow on acollateralized basis over
asimilar term an amount equal to the lease paymentsin asimilar economic environment.

L ease payments included in the measurement of the lease liability comprise:
» fixed lease payments (including in-substance fixed payments), less any lease incentives,

» variable lease payments that depend on an index or rate, initially measured using the index or rate at the
commencement date;

» the amount expected to be payable by the lessee under residual value guarantees;
» theexercise of purchase options, if the lessee is reasonably certain to exercise the options; and

e payments of penalties for early termination of a lease unless the Company is reasonably certain not to
terminate early.

For finance leases, |ease expenses are the sum of interest on the lease obligations and amortization of the ROU
assets. Finance lease ROU assets are amortized based on the lesser of the lease term and the useful life of the leased
asset according to the capital asset accounting policy. If ownership of the ROU assets transfers to the Company at the
end of the lease term or if the Company is reasonably certain to exercise a purchase option, amortization is calculated
using the estimated useful life of the leased asset.

For operating leases, the |ease expenses are generally recognized on a straight-line basis over the lease term and
recorded to general and administrative expenses in the statements of loss and comprehensive loss.

The Company has elected to apply the practical expedient, for each class of underlying asset, to not separate
non-lease components from the associated |ease components of the lessee’ s contract and account for both components
as asingle lease component.

The Company has elected not to recognize right-of-use assets and lease liabilities for short-term leases (defined
as leases with alease term of 12 months or less that do not include an option to purchase the underlying asset that the
Company is reasonably certain to exercise). Short-term leases include real estate and vehicles and are not significant
in comparison to the Company’s overall lease portfolio. For these leases, the Company recognizes the leases as an
operating expense on a straight-line basis over the term of the lease.
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Convertible notes receivable

Convertible notes receivables include various investments in which the Company has the right to convert the
indenture into common stock shares of the investee and are classified as available-for-sale and are recorded at fair
value. Unrealized gainsand losses during the year, net of therelated tax effect, are excluded from income and reflected
in other comprehensive income (loss), and the cumulative effect is reported as a separate component of shareholders
equity until realized. The Company assesses its convertible notes receivables for impairment at each measurement
date. Convertible notesreceivables areimpaired when adeclinein fair value is determined to be other-than-temporary.
If the cost of an investment exceeds its fair value, the Company evaluates, among other factors, general market
conditions, credit quality of debt instrument issuers, and the duration and extent to which the fair value is less than
cost. Once adeclinein fair value is determined to be other-than-temporary, an impairment charge is recorded in the
statements of loss and comprehensive loss and a hew cost basis for the investment is established. The Company also
evaluates whether there is a plan to sell the security or it is more likely than not that the Company will be required to
sell the security before recovery. If neither of the conditions exist, then only the portion of the impairment loss
attributable to credit loss is recorded in the statements of net loss and the remaining amount is recorded in other
comprehensive income (10ss).

Long-term investments

Long-term investments include investments in equity securities of entities over which the Company does not
have a controlling financial interest or significant influence and are accounted for at fair value. Equity investments
without readily determinable fair values are measured at cost with adjustments for observable changes in price or
impairments (referred to as the “measurement aternative”). In applying the measurement alternative, the Company
performs a qualitative assessment on a quarterly basis and recognizes an impairment if there are sufficient indicators
that thefair value of the equity investmentsislessthan carrying values. Changesin value are recorded in non-operating
income (10ss).

Equity method investments

Investmentsin entities over which the Company does not have a controlling financial interest but has significant
influence, are accounted for using the equity method, with the Company’ s share of losses reported in loss from equity
method investments on the statements of loss and comprehensive loss. Equity method investments are recorded at
cost, plus the Company’s share of undistributed earnings or losses, and impairment, if any, within interest in equity
investees on the statements of financial position.

Convertible debentures

The Company accounts for its convertible debentures in accordance with ASC 470-20 Debt with Conversion
and Other Options, which requires the liability and equity components of convertible debt instruments that may be
settled in cash upon conversion, including partial cash settlement, to be separately accounted for in a manner that
reflects the issuer’s nonconvertible debt borrowing rate. The initial proceeds from the sale of convertible notes are
allocated between aliability component and an equity component in a manner that reflects interest expense at the rate
of similar nonconvertible debt that could have been issued at such time. The equity component represents the excess
initial proceeds received over the fair value of the liability component of the notes as of the date of issuance. The
resulting debt discount is amortized over the period during which the convertible notes are expected to be outstanding
as additional non-cash interest expenses.

Upon repurchase of convertible debt instruments, ASC 470-20 requires the issuer to allocate total settlement
consideration, inclusive of transaction costs, amongst the liability and equity components of the instrument based on
the fair value of the liability component immediately prior to repurchase. The difference between the settlement
consideration alocated to the liability component and the net carrying value of the liability component, including
unamortized debt issuance costs, would be recognized as gain (loss) on extinguishment of debt in the statements of
loss and comprehensive loss. The remaining settlement consideration allocated to the equity component would be
recognized as a reduction of additional paid-in capital in the statements of financial position.
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For convertible debentures with an embedded conversion feature that did not meet the equity scope exception
from derivative accounting pursuant to ASC 815-15, the Company elected the fair value option under ASC 825 Fair
Value Measurements. When the fair value option is elected, the convertible debenture is initially recognized at fair
value on the statements of financial position and all subsequent changes in fair value, excluding the impact of the
changeinfair value related to instrument-specific credit risk are recorded in non-operating income (loss). The changes
in fair value related to instrument-specific credit risk is recorded through other comprehensive income (l0ss).
Transaction costs directly attributable to the issuance of the convertible debenture is immediately expensed in the
statements of 1oss and comprehensive loss.

Warrants

Warrants are accounted for in accordance with applicable accounting guidance provided in ASC 815 Derivatives
and Hedging — Contractsin Entity's Own Equity, as either liabilities or as equity instruments depending on the specific
terms of the warrant agreement. Warrants classified asliabilities are recorded at fair value and are remeasured at each
reporting date until settlement. Changesin fair value is recognized as a component of change in fair value of warrant
liability in the statements of loss and comprehensive loss. Transaction costs allocated to warrants that are presented
as a liability were immediately expensed in the statements of loss and comprehensive loss. Warrants classified as
equity instruments are initially recognized at fair value and are not subsequently remeasured.

Fair value measurements

Fair valueis defined asthe price that would be received to sell an asset or paid to transfer aliability in an orderly
transaction between market participants at the measurement date. The carrying values of accounts receivable, prepaids
and other current assets, bank indebtedness and accounts payable and accrued liabilities approximate their fair values
due to their short periods to maturity. The Company calculates the estimated fair value of financial instruments,
including convertible notes receivable, long-term investments, warrant liability, contingent consideration, and
convertible debentures, using quoted market prices when available. When quoted market prices are not available, fair
valueis determined based on val uation techniques using the best information available and may include quoted market
prices, market comparables, and discounted cash flow projections.

Income taxes

Income taxes are recognized in the consolidated statements of loss and comprehensive loss and are comprised
of current and deferred taxes. Current tax is recognized in connection with income for tax purposes, unrealized tax
benefits and the recovery of tax paid in aprior period and measured using enacted tax rates and laws applicable to the
taxation period during which the income for tax purposes arose. Deferred tax assets and liabilities are determined
based on the differences between the financial reporting and the tax basis of assets and liabilities and are measured
using the enacted tax rates and laws that will be in effect when the differences are expected to reverse. Management
makes an assessment of the likelihood that a deferred tax asset will be realized, and a valuation allowance is provided
to the extent that it is more likely than not that all or a portion of a deferred tax asset will not be realized.

The Company recognizes uncertain income tax positions at the largest amount that is more likely than not to be
sustained upon audit by the relevant tax authority. An uncertain income tax position will not be recognized if it has
lessthan a50% likelihood of being sustained. A changein the recognition or measurement of an unrealized tax benefit
isreflected in the period during which the change occurs.

Revenue

Revenue is recognized when the control of the promised goods, through performance obligation, is transferred
to the customer in an amount that reflects the consideration we expect to be entitled to in exchange for the performance
obligations.
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Excise taxes remitted to tax authorities are government-imposed excise taxes on cannabis and beer. Excise taxes
are recorded as a reduction of sales in net revenue in the consolidated statements of operations and recognized as a
current liability within accounts payable and other current liabilities on the consolidated balance sheets, with the
liability subsequently reduced when the taxes are remitted to the tax authority.

In addition, amounts disclosed as net revenue are net of excise taxes, salestax, duty tax, allowances, discounts
and rebates.

In determining the transaction price for the sale of goods, the Company considers the effects of variable
consideration and the existence of significant financing components, if any.

Some contracts for the sale of goods may provide customers with a right of return, volume discount, bonuses
for volume/quality achievement, or sales allowance. In addition, the Company may provide in certain circumstances,
aretrospective price reduction to a customer based primarily on inventory movement. Theseitemsgiveriseto variable
consideration. The Company uses the expected value method to estimate the variable consideration because this
method best predicts the amount of variable consideration to which the Company will be entitled. The Company uses
historical evidence, current information and forecasts to estimate the variable consideration. The Company reduces
revenue and recognizes a contract liability equal to the amount expected to be refunded to the customer in the form of
a future rebate or credit for a retrospective price reduction, representing its obligation to return the customer’s
consideration. The estimate is updated at each reporting period date.

The Company may receive short-term advances from its customers. Using the practical expedient in ASC 606,
the Company does not adjust the promised amount of consideration for the effects of asignificant financing component
if the Company expects, at contract inception, that the period between when the Company transfers a promised good
to acustomer and when the customer pays for that good or service will be one year or less. The Company has not, nor
expects to receive long-term advances from customers.

Cost of goods sold

Cost of goods sold represents costs directly related to manufacturing and distribution of the Company’s
products. Primary costs include raw materials, packaging, direct labor, overhead, shipping and handling, the
amortization of manufacturing equipment and production facilities and tariffs. Manufacturing overhead and related
expenses include salaries, wages, employee benefits, utilities, maintenance and property taxes. Cost of goods sold also
includes inventory valuation adjustments. The Company recognizes the cost of goods sold as the associated revenues
are recognized.

General and administrative

General and administrative expenses are comprised primarily of (i) personnel related costs such as salaries,
benefits, annual employee bonus expense and stock-based ‘ compensation costs for personnel in corporate, finance,
legal, and other administrative positions; (ii) legal, accounting, consulting and other professiona fees; and (iii)
corporate insurance and other facilities costs associated with our corporate and administrative locations.

Selling
Selling expenses are comprised direct selling costs which primarily consist of (i) commissions paid to our third-

party workforce, (ii) patient acquisition and maintenance fees, (iii) Health Canada' s cannabis fees and (iv) freight.

Marketing and promotion

Marketing and promotion expenses are comprised primarily of marketing and advertising expenses.
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Research and devel opment

Research and development costs are expensed as incurred. Research and development are comprised primarily
of costsfor personnel, clinical study costs, contracted research, consulting services, materials and supplies, milestones,
an alocation of our occupancy costs and other expenses incurred to sustain our overall research and development
programs.

Sock-based compensation

The Company has an omnibus plan which includes issuances of stock options, restricted stock units (“RSUS")
and stock appreciation rights (“ SARS”) in place. The Company estimates the fair value of stock options on the date of
grant using the Black-Scholes option pricing model. The fair value of RSUs is based on the share price as at date of
grant and no SARswereissued to date. The share-based compensation expense is based on the fair value of the stock-
based awards at the grant date and the expense is recognized over the related service period following a straight-line
vesting expense schedule. The Company estimates forfeitures at the time of grant and revises these estimates in
subsequent periods if actua forfeitures differ from those estimates. Any revisions are recognized in the consolidated
statements of loss and comprehensive loss such that the cumulative expense reflects the revised estimate.

For performance-based stock options and RSUs, the Company records compensation expense over the estimated
service period adjusted for a probability factor of achieving the performance-based milestones. At each reporting date,
the Company assesses the probability factor and records compensation expense accordingly, net of estimated
forfeitures.

Earnings (loss) per share

Basic earnings (loss) per share is computed by dividing reported net income (loss) by the weighted average
number of common shares outstanding during the year. Diluted earnings (loss) per share is computed by dividing
reported net income (loss) by the sum of the weighted average number of common shares and the number of dilutive
potential common share equivalents outstanding during the period. Potential dilutive common share equivalents
consist of the incremental common shares issuable upon the exercise of vested share options, warrants, and RSUs and
the incremental shares issuable upon conversion of the convertible debentures and similar instruments.

In computing diluted earnings (loss) per share, common share equivalents are not considered in periodsin which
anet lossis reported, as the inclusion of the common share equivalents would be anti-dilutive.

Critical accounting estimates and judgments

The preparation of the Company’ s financial statements requires management to make judgments, estimates and
assumptions that affect the application of policies and reported amounts of assets, liabilities, revenues and expenses.
These estimates and judgements are subject to change based on experience and new information which could result
in outcomes that require a material adjustment to the carrying amounts of assets or liabilities affecting future periods.
Actual results may differ from these estimates. The estimates and underlying assumptions are reviewed on an ongoing
basis. Revisions to accounting estimates are recognized prospectively.

Financial statement areas that require significant judgement are as follows:

Leases — The Company applies judgement in determining whether a contract contains a lease and if aleaseis
classified as an operating lease or afinance lease. The Company determines the |ease term asthe non-cancellable term
of thelease, which may include optionsto extend or terminate the lease when it isreasonably certain that the Company
will exercise that option. That is, it considers all relevant factors that create an economic incentive for it to exercise
either the renewal or termination. After the commencement date, the Company reassesses the lease term if thereisa
significant event or change in circumstancesthat iswithinits control and affectsits ability to exercise or not to exercise
the option to renew or to terminate (e.g., construction of significant leasehold improvements or significant
customization to the leased asset).
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Long-term investments and convertible notes receivable — The determination of fair value of the Company’s
long-term investments and convertible notes receivable at other than initial cost is subject to certain limitations.
Financial information for private companiesin which the Company has investments may not be available and, even if
available, that information may be limited and/or unreliable.

Use of the valuation approach described below may involve uncertainties and determinations based on the
Company’s judgment and any value estimated from these techniques may not be realized or redizable.

Company-specific information is considered when determining whether the fair value of along-term investment
or convertible notes receivable should be adjusted upward or downward at the end of each reporting period. In addition
to company-specific information, the Company will consider trends in general market conditions and the share
performance of comparable publicly traded companies when valuing long-term investments and convertible notes
receivable.

Thefair value of long-term investments and convertible notes receivable may need to be adjusted if:

» There has been a significant subsequent equity financing provided by outside investors at a valuation
different than the current value of the investee company, in which case the fair value of the investment is
set to the value at which that financing took place;

» There have been significant corporate, political, or operating events affecting the investee company that, in
management’ s opinion, have a material impact on the investee company’s prospects and therefore its fair
value. In these circumstances, the adjustment to the fair value of the investment will be based on
management’ s judgment and any value estimated may not be realized or redlizable;

» Theinvestee company is placed into receivership or bankruptcy;

» Based on financia information received from the investee company, it is apparent to the Company that the
investee company is unlikely to be able to continue as a going concern;

* Important positive or negative management changes by the investee company that the Company’s
management believes will have a positive or negative impact on the investee company’s ahility to achieve
its objectives and build value for shareholders.

Adjustment to the fair value of a long-term investment and convertible notes receivable will be based upon
management’s judgment and any value estimated may not be realized or realizable. The resulting values for non-
publicly traded investments may differ from values that would be realized if aready market existed.

Estimated useful lives, impairment considerations and amortization of capital and intangible assets —
Amortization of capital and intangible assets is dependent upon estimates of useful lives based on management’s
judgment.

Goodwill and indefinite-lived intangible asset impairment testing require management to make estimatesin the
impairment testing model. On at least an annual basis, the Company tests whether goodwill and indefinite-lived
intangible assets are impaired. Impairment of definite long-lived assets is influenced by judgment in defining a
reporting unit and determining the indicators of impairment, and estimates used to measure impairment |0sses

The reporting unit’s fair value is determined using discounted future cash flow models, which incorporate
assumptions regarding future events, specifically future cash flows, growth rates and discount rates. The uncertainties
of coronavirus (“COVID-19") impact on the future cash flow estimates are further described in Note 10 Business
acquisitions and goodwill.

Sock-based compensation — The fair value of stock-based compensation expenses are estimated using the
Black-Scholes option pricing model and rely on a number of assumptions including the fair value of common shares
on the grant date, risk-free rate, volatility rate, annual dividend yield, the expected term, and the estimated rate of
forfeiture of options granted. Volatility is estimated by using the historical volatility of the Company.
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Busi ness combinations — Judgement is used in determining a) whether an acquisition is a business combination
or an asset acquisition. We use judgement in applying the acquisition method of accounting for business combinations
and estimates to value identifiable assets and liabilities at the acquisition date. Estimates are used to determine cash
flow projections, including the period of future benefit, and future growth and discount rates, among other factors.
The values alocated to the acquired assets and liabilities assumed affect the amount of goodwill recorded on
acquisition. Fair value of assets acquired and liabilities assumed is typically estimated using an income approach,
which is based on the present value of future discounted cash flows. Significant estimates in the discounted cash flow
model include the discount rate, rate of future revenue growth and profitability of the acquired business and working
capital effects. The discount rate considers the relevant risk associated with the business-specific characteristics and
the uncertainty related to the ability to achieve projected cash flows. These estimates and the resulting valuations
require significant judgment. Management engages third party experts to assist in the valuation of material
acquisitions.

Convertible debentures — The fair value of Convertible Debentures where the Company had elected the fair
value option are determined using the Black-Scholes option pricing model. Assumptions and estimates are made in
determining an appropriate conversion price, volatility, dividend yield, and the fair value of common stock. Thereis
judgement in assessing what portion of the gain or loss, if any, relates to the change in the instrument-specific credit
risk.

Warrant liability — The fair value of the warrant liability is measured using a Black Scholes pricing model.
Assumptions and estimates are made in determining an appropriate risk-free interest rate, volatility, term, dividend
yield, discount due to exercise restrictions, and the fair value of common stock. Any significant adjustments to the
unobservable inputs would have a direct impact on the fair value of the warrant liability.

New accounting pronouncements not yet adopted

In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740) — Simplifying the Accounting
for Income Taxes (“*ASU 2019-12"), which is intended to simplify various aspects related to accounting for income
taxes. ASU 2019-12 removes certain exceptions to the general principlesin Topic 740 and also clarifies and amends
existing guidance to improve consistent application. The standard is effective for annual reporting periods beginning
after December 15, 2021 and including interim periods within those fiscal years, which meansthat it will be effective
for the Company in the first quarter of our year beginning June 1, 2021. The Company is currently evaluating the
effect of adopting this ASU on the Company’s financial Statements. We do not expect the adoption of ASU 2019-12
to have a material impact on our consolidated financial statements.

In January 2020, the FASB issued ASU 2020-01, Investments — Equity Securities (Topic 321), Investments -
Equity Method and Joint Ventures (Topic 323), and Derivatives and Hedging (Topic 815) (“*ASU 2020-01"), which
isintended to clarify theinteraction of the accounting for equity securities under Topic 321 and investments accounted
for under the equity method of accounting in Topic 323 and the accounting for certain forward contracts and purchased
options accounted for under Topic 815. ASU 2020-01 is effective for the Company beginning June 1, 2021. The
Company is currently evaluating the effect of adopting this ASU.

In August 2020, the FASB issued ASU 2020-06, Debt—Debt with Conversion and Other Options (Subtopic
470-20) and Derivatives and Hedging—Contracts in Entity's Own Equity (Subtopic 815-40): Accounting for
Convertible Instruments and Contracts in an Entity’s Own Equity (“ASU 2020-06"), which amends and simplifies
existing guidance in an effort to reduce the complexity of accounting for convertible instruments and to provide
financial statement users with more meaningful information. ASU 2020-06 is effective for the Company beginning
June 1, 2022. This update may be applied retrospectively or on a modified retrospective basis with the cumulative
effect recognized as an adjustment to the opening balance of retained earnings on the date of adoption. The Company
is currently evaluating the effect of adopting this ASU.
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4.  Prepaidsand other current assets
Prepaids and other current assets are comprised of:

May 31, May 31,
2021 2020
Prepaid assets $ 31,012 13,760
Salestax receivable 9,331 8,464
Prepaid corporate taxes — 4,670
Other 8,577 5,766
$ 48920 $ 32,660

Included within prepaid assets are insurance, deposits, advanced payments on contracts, and other prepayments
that will result in future benefit.

5. Inventory

Inventory is comprised of:

May 31, 2021 May 31, 2020

Plants $ 23083 $ 12,288
Dried cannabis 118,269 59,045
Cannabistrim 2,931 2,796
Cannabis derivatives 24,158 19,496
Cannabis vapes 3,791 4,124
Packaging and other inventory items 31,462 16,398
WEellness inventory 15,171 —
Beverage a cohol inventory 5,402 —
Distribution inventory 32,162 25,634
Total inventory $ 256,429 $ 139,781

Inventory iswritten down for any obsolescence, spoilage and excessinventory or when the net realizable value
of inventory isless than the carrying value. During the year ended May 31, 2021, the Company recorded charges for
inventory and inventory-related write downs as a component of cost of sales. Cannabis products were written down
by $19,919 for the year ended May 31, 2021 and there were no write downs for the years ended May 31, 2020 and
2019.

6. Related party transactions

In the normal course of business, the Company enters into related party transactions with certain entities under
common control and joint ventures as detailed below.

Leafly Holdings, Inc. (“ Leafly”)

The Company has an agreement with Leafly providing for data licensing activities. During the year ended May
31, 2021, 2020, and 2019 operational expenses were nil, respectively was recorded within general and administrative
expenses in the statements of loss and comprehensive loss.

Docklight LLC (“ Docklight™ ) royalty and management services

The Company pays Docklight a royalty fee pursuant to a brand licensing agreement which provides the
Company with exclusiverightsin Canadafor the use of certain adult-use brands. During the year ended May 31, 2021,
2020 and 2019 royalty fees of were $125, nil, and nil, respectively were recorded within general and administrative
expenses in the statements of loss and comprehensive loss.
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Fluent and Cannfections

The Company has joint venture arrangements with a 50% ownership and voting interest in each of Fluent and
Cannfections. Refer to Note 13 for details over transactions with these entities for the year ended May 31, 2021, 2020
and 2019.

7. Capital assets
Capital asset consisted of the following:

ROU
assets
under Total
Production L easehold finance Construction  capital
Land facility ~ Equipment improvements lease in process assets
Cost:

At May 31, 2019 $24,047 $168,614 $ 57,755 $ 896 $ — $ 126,338 $377,650
Additions — 3,342 15,691 925 — 75,557 95,515
Transfers 54 27,968 81,112 11,996 —  (121,130) —
Disposals — — (5,339) — — (4,247) (9,486)
I mpairment (11) (2,561) (34) (89) — (1,602) (4,297)
Effect of foreign exchange (2) (505) (2117) (345) — 1,476 (1,493)

At May 31, 2020 24,088 196,858 147,068 13,383 — 76,492 457,889
Business acquisition 5538 55916 35,045 1,560 35,519 46,151 179,729
Additions 261 3,236 6,284 525 — 25,773 36,079
Transfers — 63159 11,189 — — (74,348) —
Disposals (5,237) — (513) (192) — — (5,942)
ROU Amortization — — — — (827) — (827)
Effect of foreign exchange 3899 27,341 16,335 1,783 34 11,254 60,646

At May 31, 2021 $28,549 $346,510 $215408 $ 17,059 $34,726 $ 85,322 $727,574

Accumulated amortization:

At May 31, 2019 $ — % 5556 % 6469 $ 13 $ — % — $ 12,162
Amortization — 10,134 14,551 336 — — 25,021

At May 31, 2020 — 15,690 21,020 473 — — 37,183
Amortization — 14,007 24,996 690 — — 39,693

At May 31, 2021 $ — $ 29697 $ 46,016 $ 1163 $ — % — $ 76,876

Net book value:

At May 31, 2019 $24,047 $163,058 $ 51,286 $ 759 $ — $ 126,338 $365,488

At May 31, 2020 $24,088 $181,168 $126,048 $ 129108 — $ 76,492 $420,706

At May 31, 2021 $28,549 $316,813 $169,392 $ 15,896 $34,726 $ 85,322 $650,698

8. L eases

The Company has operating and finance leases for facilities, office spaces, production equipment and vehicles.

L eases have varying terms with remaining lease terms of up to approximately 20 years. Certain of our lease
arrangements provide us with the option to extend or to terminate the lease early.
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The table below presents the lease-related assets and liabilities recorded on the balance sheet.

Classification on Balance Sheet May 31, 2021 May 31, 2020

Assets

Operating leasg, right-of- use assets Right of use assets $ 18,267 $ 5,356

Finance |ease, right-of-use assets Capital assets 34,726 —
Total right-of-use asset $ 52,993 $ 5,356
Liabilities

Current:

Operating lease liability Accrued |lease obligations - current $ 3613 $ 954

Finance lease ligbility Accrued lease obligations - current 651 —

Non-current:

Operating lease liability Accrued |ease obligations - non-current 18,465 4,227

Finance lease ligbility Accrued lease obligations - non-current 35,481 —
Total lease liabilities $ 58,210 $ 5,181

The table below presents certain information related to the lease costs for finance and operating leases.

May 31, May 31,
2021 2020
Finance lease cost:
Amortization of right-of-use assets $ 806 $ —
Interest on lease liabilities 765 —
Operating lease cost 1,374 1,128
Total lease cost $ 2945 $ 1,128

The Company does not have short term lease expense or sublease income for the year ending May 31, 2021.

The table below presents supplemental cash flow information related to leases.

May 31, May 31,
2021 2020
Cash paid for amounts included in the measurement of lease liabilities
Operating cash flows from operating leases $ 1,466 $ 994
Operating cash flows from finance leases 774 —
Financing cash flows from finance leases 231 —

The following table presents the future undiscounted payment associated with lease liabilities as of May 31,
2021:

Year ending May 31,

Operating Finance
leases leases
2022 7,824 2,404
2023 4,272 7,183
2024 3,925 2,061
2025 3,023 2,122
2026 2,964 2,186
Thereafter 4,102 39,586
Total minimum lease payments $ 26,110 $ 55,542
Less: amounts of leases related to interest payments (419) (18,759)
Present value of minimum |ease payments 25,691 36,783
Less: current accrued lease obligation (3,613) (651)
Obligation recognized $ 22078 $ 36,132
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9. Intangible assets

Intangible assets are comprised of the following items:

Intellectual
Customer property,
relationships Licenses, Non- trademarks, Total
& distribution permits & compete know how & intangible
channel applications agreements brands assets

Cost
At May 31, 2019 $ 23957 $ 200,102 $ 2415 $ 72,122 $ 298,596

Additions 84 2,158 — 3608 $ 5,850

Impairment — (14,445) — — $ (14,445)

Effect of foreign exchange (269) 393 (10) (1,918) $ (1,804)
At May 31, 2020 23,772 188,208 2,405 73812 $ 288,197

Business acquisition 214,000 202,716 10,000 912,080 $ 1,338,796

Effect of foreign exchange 2,038 24,006 48 5025 $ 31,117
At May 31, 2021 $ 239810 $ 414930 $ 12453 $ 990,917 $ 1,658,110
Accumulated amortization

At May 31, 2019 $ 4354 $ 623 $ 1,081 $ 8172 $ 14,230

Amortization 4,506 131 1,006 5006 $ 10,649
At May 31, 2020 8,860 754 2,087 13178 $ 24,879

Amortization 9,442 413 2,212 15246 $ 27,313
At May 31, 2021 $ 18,302 $ 1,167 $ 4299 $ 28424 $ 52,192
Net book value
At May 31, 2019 $ 19603 $ 199479 $ 1334 $ 63,950 $ 284,366
At May 31, 2020 $ 14912 $ 187454 $ 318 $ 60,634 $ 263,318
At May 31, 2021 $ 221508 $ 413763 $ 8154 $ 962,493 $ 1,605,918

Included in Licences, permits & applicationsis $412,000 of indefinite-lived intangible assets (2020 - $186,000).

Estimated amortization expense for each of the five succeeding fiscal years and thereafter is as follows:

Yearsending
May 31,
2022 $ 72,172
2023 68,409
2024 65,946
2025 65,533
2026 65,533
Thereafter 855,801
$ 1,193,394

10. Business Acquisitions
Reverse Acquisition

On December 15, 2020, Tilray entered into an Arrangement Agreement (as amended, the “Arrangement
Agreement” with Aphria Inc. (“Aphria’), or the “Aphria-Tilray business combination”, pursuant to which Tilray
acquired al of the issued and outstanding common shares of Aphria pursuant to a plan of arrangement (the “Plan of
Arrangement”) under the Ontario Business Corporations Act (the “Arrangement”) with the primary objective to
increase its scalable operational footprint, expand its portfolio of diverse medical and adult-use cannabis brands and
products, expand its multi-continent distribution network, and gain arobust capital structureto fund aglobal expansion
strategy. The transaction closed on April 30, 2021 (“Closing Date”).
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Thefair value of the purchase price s, asfollows:

April 30, 2021
Number of Tilray common shares outstanding at acquisition date 179,635,973
Conversion ratio 0.8381
Tilray common shares issued at closing 214,337,159
Market share price of Aphriaconverted stock units $ 14.62
Fair value of Tilray common stock transferred to Aphria shareholders 3,133,609
Consideration related to stock-based compensation @ 71,297
Total fair value of consideration transferred $ 3,204,906

(@M On acquisition date there was consideration in the form of 1,207,010 restricted stock units and 4,782,132 stock
options that had been issued before the acquisition date to employees and non-employees of Tilray. The pre-
combination fair value of these awards is $17,646 and $53,650, respectively. The consideration will be
reassessed and adjusted to fair value each quarter through General and Administration Expense in the Statement
of Loss and Comprehensive Loss.

The Company is in the process of assessing the fair value of the net assets acquired and, as a result, the fair
value of the net assets acquired may be subject to adjustments pending completion of final valuations and post-closing
adjustments. The table below summarizes preliminary estimated fair value of the assets acquired and the liabilities
assumed at the effective acquisition date.

April 30, 2021

Assets
Cash and cash equivalents $ 375,673
Accounts receivable 28,054
Inventory 76,547
Prepaids and other current assets 8,960
Capital assets 136,637
Right-of-use assets, operating leases 12,606
Definite-lived intangible assets (estimated useful life)

Distribution channel (15 years) 404,000

Customer relationships (15 years) 59,000

Know how (5 years) 115,000

Brands (10 to 25 years) 301,000
Indefinite-lived intangible assets

Licenses 200,000
Goodwill 2,221,613
Other assets 22,879

Total assets 3,961,969

Liabilities
Accounts payable 62,292
Accrued expenses and other current liabilities 85,120
Accrued lease obligations 21,962
Warrant liability 79,402
Deferred tax liability 236,391
Convertible notes 267,862
Other liagbilities 4,034

Total liabilities 757,063

Net assets acquired $ 3,204,906
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In connection with the reverse acquisition, the Company incurred transaction costs of $42,000. The goodwill
of $2,221,613 is primarily related to factors such as synergies and market share and reportable under the Company’s
Cannabis and Wellness segment is as follows on a preliminary basis:

Cannabis Wellness Total
Goodwill related to Tilray 2,144,143 77,470 2,221,613

Goodwill is not deductible for tax purposes. The financia results of Tilray are included in the Company’s
financial statements since acquisition date. The Consolidated Statements of L oss and Comprehensive Lossinclude net
revenue of $13,018 and net income of $645.

Supplemental pro forma information (unaudited)

The unaudited pro formainformation for the periods set forth below gives effect to the reverse acquisition asiif
the reverse acquisition had occurred as of June 1, 2019. This pro forma information is presented for informational
purposes only and is not necessarily indicative of the results of operations that actually would have been achieved had
the transactions been consummated as of that time.

Yearsended May 31,

2021 2020
Revenue $ 692,270 $ 624,950
Net loss $ (795,251) $ (649,276)
Net loss per share - basic and diluted $ @77) $ (1.72)

The above pro forma revenue and net loss include adjustments directly attributable to the business combination
and related primarily non-recurring transaction costs of $37,000, increase in intangible assets amortization expense of
$28,000 and decrease in interest expense associated with Tilray’ s convertible senior notes of 5,000

Acquisition of SW Brewing Company, LLC

On November 25, 2020, the Company, through its wholly-owned subsidiary Four Twenty Corporation,
completed the purchase of all the shares of SW Brewing Company, LLC which is the holding company of 100% of
the common shares of SweetWater. The purchase price consisted of cash consideration of $255,543, share
consideration of 8,232,810 shares, and additional cash consideration of up to $66,000 contingent on SweetWater
achieving specified EBITDA targets. The fair value of the shares on the date the Company closed the acquisition was
$65,889, the fair value of the contingent consideration on the date the Company closed the acquisition was $58,959.

98



The Company is in the process of assessing the fair value of the net assets acquired and, as a result, the fair
value of the net assets acquired may be subject to adjustments pending completion of final valuations and post-closing
adjustments. The table below summarizes preliminary estimated fair value of the assets acquired and the liabilities
assumed at the effective acquisition date.

Amount
Consideration
Cash $ 255,543
Shares 65,889
Contingent consideration 58,959
Total consideration 380,391
Net assets acquired
Current assets
Cash and cash equivalents 6,988
Accounts receivable 3,810
Prepaids and other current assets 528
Inventory 4,815
Long-term assets
Capital assets 43,093
Customer relationships 155,000
Intellectual property, trademarks & brands 92,000
Non-compete agreements 10,000
Goodwill 100,202
Total assets 416,436
Current liabilities
Accounts payable and accrued liabilities 5,289
Current portion of lease liabilities 434
Long-term liabilities
Leaseliabilities 30,322
Total liabilities 36,045
Total net assets acquired $ 380,391

The contingent consideration from the acquisition of SweetWater is a fair value measurement and as such is
carried at fair value. The fair value has been determined by discounting future expected cash outflows at a discount
rate of 5%. The inputs into the future expected cash outflows are level 3 on the fair value hierarchy and are subject to
volatility and uncertainty, which could significantly affect the fair value of the contingent consideration in future
periods. As at May 31, 2021, the fair value of the contingent consideration was $60,657, expected to be paid in
December 2023. The goodwill of $102,202 is primarily related to factors such as synergies and market opportunities
and reportable under the Company’ s Beverage Alcohol segment.

Supplemental pro forma information (unaudited)

The unaudited pro forma information for the periods set forth below gives effect to the acquisition of SW
Brewing Company, LLC asif the transaction had occurred as of June 1, 2019. This pro formainformation is presented
for informational purposes only and is not necessarily indicative of the results of operations that actually would have
been achieved had the transactions been consummated as of that time.

Yearsended May 31,

2021 2020
Revenue $ 542,000 $ 470,000
Net loss $  (328,000) $ (80,000)
Net loss per share - basic and diluted $ (0.73) $ (0.37)
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11. Goodwill

The goodwill recognized is as a result of expected synergies from combining operations through business
acquisitions and none of the goodwill is deductible for income tax purposes.

Goodwill is comprised of:

May 31, May 31,
Segment 2021 2020

Broken Coast Cannabis Ltd. Cannabis business 105,963 105,963
Nuuvera Corp. Business under development 273,606 273,606
LATAM Holdings Inc. Business under development 63,239 63,239
CC Pharma GmbH Distribution business 4,458 4,458
SweetWater Beverage acohol business 100,202 —
Tilray Cannabis business 2,144,143 —
Tilray Wellness business 77,470 —
Effect of foreign exchange 63,713 64

$ 2,832,794 $ 447,330

During the year ended May 31, 2021, the Company completed its annual goodwill impairment assessment of
the fair value of the Company’ s reporting units compared to their carrying amount. For the year ended May 31, 2021
there were no impairment charges recognized. For the year ended May 31, 2020, the Company recorded the following
impairment charges:

$3,581 (C$4,800) on Canninvest AfricaLtd. and Verve Dynamics Incorporated (Pty) Ltd., the Company used
adiscount rate of 38.5%;

$3,730 (C$5,000) on ABP, S.A., the Company used a discount rate of 23.3%;

$14,301 (C$19,171) on Marigold Projects Jamaica Limited (“Marigold”), the Company used a discount rate of
38.5%; and

$29,067 (C$35,000) on ColCanna S.A.S., the Company used a discount rate of 40.0%.

12. Convertible notesreceivable

During the year ended May 31, 2021, the Company did not purchase any convertible notes (2020 - $nil). The
unrealized loss on convertible notes receivable recognized in other comprehensive income amounts to $3,824 and
$5,476 for the years ended May 31, 2021 and 2020 respectively.

During the year ended May 31, 2021, and 2020 the Company received total proceeds of $1,251,and $nil
respectively from sales of available-for-sale securities and gain (loss) of $5,277, and $nil respectively wasreclassified
out of accumulated other comprehensive income into earnings.

The fair value was determined using the Black-Scholes option pricing model using the following assumptions:
the risk-free rate of 1.25%; expected life of the convertible note; volatility of 70% based on comparable companies;
forfeiture rate of nil; dividend yield of nil; and, the exercise price of the respective conversion feature.

Convertible notes receivable is comprised of the following investments:

May 31, 2021 May 31, 2020
HydRx Farms Ltd. (d/b/a Scientus Pharma) $ — 3 4,352
10330698 Canada Ltd. (d/b/a Starbuds) 828 3,429
High Tide Inc. 1,657 2,828
Total convertible notes receivable 2,485 10,609
Deduct - current portion (2,485) (10,609)
Total convertible notes receivable, non current portion $ — 3 —
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HydRx FarmsLtd. (d/b/a Scientus Phar ma)

On August 14, 2017, Aphria purchased C$11,500 in secured convertible debentures of Scientus Pharma (“SP”).
The convertible debentures bore interest at 8%, paid semi-annually, matured in two years and included the right to
convert the debentures into common shares of SP at C$2.75 per common share a any time before maturity. During
the year ended May 31, 2021, the Company settled the note receivable for $4,032 (C$5,000).

10330698 Canada L td. (d/b/a Starbuds)

On December 28, 2018, Aphria purchased C$5,000 in secured convertible debentures of Starbuds. The
convertible debentures bear interest at 8.5% per annum accruing daily due until maturity on December 28, 2020. The
debentures are secured against the assets of Starbuds. The debentures and any accrued and unpaid interest are
convertible into common shares for C$0.50 per common share and matured on December 28, 2020. Starbuds is
currently in default under the convertible debentures.

Asat May 31, 2021, the fair value of the Company’ s secured convertible debentures was $828 (C$1,000) (May
31, 2020 - $3,429 (C$4,728)), which includes $385 (C$465) (May 31, 2020 - $157 (C$216)) of accrued interest. The
remaining change resulted in afair value gain (loss) recognized in other comprehensive income.

High TidelInc.

On April 10, 2019, Aphria purchased C$4,500 in unsecured convertible debentures of High Tide Inc. (“High
Tide"). The convertible debentures bear interest at 10% per annum, payable annually up front in common shares of
High Tide based on the 10-day volume weighted average price (the “Debentures’). The Debentures matured on April
10, 2021. In addition to the Debentures, the Company received 6,000,000 warrantsin High Tide as part of the purchase
of the unsecured convertible debentures (Note 13). Upon maturity, the Company agreed to extend the maturity date
on C$2,000 of the convertible notes. The extended notes bear interest at 9% per annum and are due on April 21, 2023.

13. Interestin equity investees
The Company acquired the following equity method investments as a results of the Arrangement on April 30,

2021:

Plain Vanilla Research Limited Partnership (“ Fluent”)

A joint venture with Anheuser-Busch InBev (“AB InBev”) to research and develop non- alcohol beverages
containing cannabis. Under the terms of the arrangement, the Company and AB InBev each have 50% ownership and
50% voting interest in the Plain Vanilla Research Limited Partnership (“Fluent”), headquartered in Canada. The
Company has determined that Fluent is a VIE, but the Company is not the primary beneficiary as the Company does
not have the power to direct the activities of the VIE that most significantly impact the VIE's economic performance.
Accordingly, the Company does not consolidate the financia statements of Fluent and accounts for this investment
using the equity method of accounting. At May 31, 2021 the maximum exposure to loss is limited to the Company’s
equity investment in the joint venture.

Cannfections Group Inc. (“ Cannfections”)

A joint venture with Cannfections Group Inc. (“Cannfections’) to develop and manufacture confectionary
cannabis products. Under the terms of the arrangement, the Company and Cannfections each have 50% ownership
and 50% voting interest. During the year ended May 31, 2021 the Company made no contributionsto the joint venture.
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The Company’ s ownership interests in its equity method investments as of May 31, 2021 is as follows:

Investment in Fluent
Investment in Cannfections
Total equity method investments

14. Long-term investments

Long-term investments are comprised of the following items:

Equity investments measured at fair value

Equity investments under measurement alternative

Total other investments

Lossfrom
equity method
Carrying investments
value year ended
Approximate May 31, May 31,
ownership % 2021 2021
50% $ 3906 $ (416)
50% 4,200 (42)
$ 8,106 $ (458)
Fair value Fair value
May 31, 2021 May 31, 2020
12,185 19,595
5,500 —
17,685 19,595

The Company’s equity investments at fair value consist of publicly traded shares, equity interest in non-traded
companies and warrants held by the Company. The Company’s equity investments under measurement alternative
include equity investments without readily determinable fair values. For the year ended May 31, 2021 the Company
received proceeds of $8,430 on the sale of investments (2020-$19,570, 2019-$83,343) and recognized $1,567 in
unrealized losses due to the change in fair value of investments (2020-$23,057, 2019-$8,122).

15. Incometaxesand deferred income taxes

L oss before income taxes includes the following components:

United States
Canada
Other countries

The (recoveries) expense for income taxes consists of:

Current:
United States
Canada
Other countries

Deferred:
United States
Canada
Other countries

Income tax benefits, net
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For the year ended May 31,

2021 2020 2019
$  (7.814) — —
(323,964) (88,930) (30,733)
(13,208) (20,255) (7,405)
$  (344,986) (109,185) (38,138)

For theyear ended May 31,

2021 2020 2019

$ — — —
15,227 5,294 3,296

697 375 407

$ 15924 5,669 3,703
$ 1,517 — —
(30,111) (9,226) (3,281)
3,698 (4,795) (2,467)
$  (24,89) (14,021) (5,748)
$ (8972 (8,352) (2,045)




A reconciliation of income taxes at the statutory rate with the reported taxesis as follows:

For theyear ended May 31,

2021 2020 2019
L oss before net income taxes: $  (344,986) (109,185) (38,138)
Income tax benefits at statutory rate (72,408) (22,929) (8,009)
Tax impact of foreign operations (19,016) (6,310) (2,504)
Foreign exchange and other 1,011 (63) (491)
Non-deductible expenses (1,347) 2,474 5,731
Non-deductible (taxable) losses 45,230 2,152 (11,724)
Changes in enacted rates 135 — —
Changein fair value of warrant liability (259) — —
Stock based and other compensation 2,902 4,105 14,655
Change in valuation allowance 46,007 1,066 297
Non deductible dividend (755) — —
Non deductible impairment — 11,153 —
Effect of transaction (10,472) — —
Income tax benefits, net $ (8,972) (8,352) (2,045)
The following table summarizes the components of deferred tax:
May 31,
2021 2020 2019
Deferred assets
Operating loss carryforwards - United States $ 57,320 — —
Operating loss carryforwards - Canada 152,382 20,512 9,535
Operating loss carryforwards - Other Countries 7,801 9,037 5,079
Capital loss carryforwards 1,350 1,854 7,028
Intangible assets 86,541 — —
Property and equipment 17,107 — —
Currently nondeductible interest 9,491 — —
Partnership interests 34,108 — —
Deferred financing costs 4,237 5,022 —
Investment tax credits and related pool balance 526 — —
Other 26,716 1,704 1,101
Total Deferred tax assets 397,579 38,129 22,743
L ess valuation allowance (265,940) (4,583) (4,583)
Net deferred tax assets 131,639 33,546 18,160
Deferred tax liabilities
Property and equipment (15,997) (8,356) (1,995)
Intangible assets (376,228) (69,580) (73,454)
Convertible Senior Notes Due 2023 (4,977) (4,056) (4,739)
Total deferred tax liabilities (397,202) (81,992) (80,188)
Net deferred tax liability $  (265,563) (48,446) (62,028)

On March 27, 2020, the Coronavirus Aid, Relief and Economic Security (“CARES’) Act was enacted and
signed into law inthe U.S. The CARES Act, among other things, permits U.S. net operating loss ("NOL") carryovers
and carrybacks to offset 100% of U.S. taxable income for taxable years beginning before 2021. The CARES Act also
contains modifications on the limitation of business interest for tax years beginning in 2019 and 2020. The
modifications to Section 163(j) increase the alowable business interest deduction from 30% of adjusted taxable
income to 50% of adjusted taxable income. The CARES Act results in increasing the allowable interest expense and
NOL carryover deductionsin 2020.
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The Tax Cuts and Jobs Act (2017 Tax Act) was enacted on December 22, 2017 and reduced the U.S. statutory
federal corporate tax rate from 35% to 21%. The Tax Act also contains additional provisions that are effective for the
company in 2018, including a new tax on Global Intangible Low-Taxed Income (“GILTI"). Under GAAP, we are
allowed to make an accounting policy choice to either (i) treat taxes due on future U.S. inclusions in taxable income
related to GILTI as a current-period expense when incurred (the "period cost method"); or (ii) factor in such amounts
into the measurement of our deferred taxes (the "deferred method"). The Company has made a policy decision to
record GILTI tax as a current-period expense when incurred.

Deferred income taxes have not been recorded on the basis differences for investments in consolidated
subsidiaries as these basis differences are indefinitely reinvested or will reverse in a non-taxable manner.
Quantification of the deferred income tax liability, if any, associated with indefinitely reinvested basis differencesis
not practicable. Deferred incometaxes have been recorded on the basis differencesfor investmentsin nonconsolidated
entities.

At May 31, 2021, the Company had United States net operating loss carry-forwards of approximately $224,795
that can be carried forward indefinitely and generally limited in annual use to 80% of the current year taxable income
starting 2021. The Company has Canadian net operating loss carry-forwards of approximately $510,456 that can be
carried forward 20 years and begin to expire in 2028. Management believes that it is more-likely-than-not that the
benefit from certain United States and foreign net operating loss carry-forwards will not be realized. In recognition of
thisrisk, the Company has provided a valuation allowance on the deferred tax assets relating to these carry-forwards.
The net changein the total valuation allowance was an increase of $261,357 and $0 for the years ended May 31, 2021
and 2020, respectively.

The Company recognizesthefinancial statement impact of atax position only after determining that the relevant
tax authority would more-likely-than-not sustain the position following an audit. For tax positions meeting the more-
likely-than-not threshold, the amount recognized in the financial statements is the largest impact that has a greater
than fifty percent likelihood of being realized upon ultimate settlement with the relevant tax authority.

The total amount of gross unrecognized tax benefits (“GUTB”) was $0, $0, and $0 as of May 31, 2021, 2020
and 2019 respectively. There is a reasonable possihility that the Company’s unrecognized tax benefits will change
within twelve months due to audit settlements or the expiration of statute of limitations, but the Company does not
expect the change to be materia to the financial statements.

The Company recognizes interest and, if applicable, penalties for any uncertain tax positions. Interest and
penalties are recorded as a component of income tax expenses. In the years ended May 31, 2021, 2020 and 2019, the
Company recorded approximately $0, $0 and $0, respectively, of interest and penalty expenses related to uncertain
tax positions. As of May 31, 2021, and 2020, the Company had a cumulative balance of accrued interest and penalties
on unrecognized tax positions of $0 and $0, respectively.

The Company and its subsidiaries are subject to United States federal income tax as well as the income tax of
multiple state and foreign jurisdictions. The Company is not currently under audit in any jurisdiction for any period.
Mgajor jurisdictions where there are wholly owned subsidiaries of Tilray, Inc. which require income tax filingsinclude
the Canada, Portugal, Germany, and Australia. The earliest periods open for review by local taxing authorities are
fiscal years 2016 for Canada, 2017 for Portugal, 2016 for Germany, 2017 for Australia, and 2018 for United States.

16. Bank indebtedness

The Company secured an operating line of credit in the amount of C$1,000 which bears interest at the lender’s
prime rate plus 75 basis points. As at May 31, 2021, the Company has not drawn on the line of credit. The operating
line of credit is secured by a first charge on the property at 265 Tabot St. West, Leamington, Ontario and a first
ranking position on a general security agreement.

The Company’s subsidiary, CC Pharma, has two operating lines of credit for €5,000 and €3,500 each, which
bear interest at Euro Over Night Index Average plus 1.79% and Euro Interbank Offered Rate plus 3.682% respectively.
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As at May 31, 2021, atotal of €7,000 ($8,717) was drawn down from the available credit of €8,500. The operating
lines of credit are secured by afirst charge on the inventory held by CC Pharma.

The Company’s subsidiary, Four Twenty Corporation (“420"), has arevolving credit facility of $20,000 which
bears interest at EURIBOR plus an applicable margin. As at May 31, 2021, the Company has not drawn any amount
on the revolving line of credit. The revolving credit facility is secured by all of 420 and SweetWater’s assets and
includes a corporate guarantee by the Company.

17. Accounts payable and accrued liabilities
Accounts payable and accrued liabilities comprised of:

May 31, May 31,
2021 2020
Trade payables $ 57,706 $ 41,159
Accrued liabilities 112,594 48,105
Accrued payroll and employment related taxes 19,390 —
Income taxes payable 14,764 4,651
Accrued interest 148 —
Accrued legal settlement — 18,496
Other accruals 8,211 —

$ 212,813 $ 112,411

As part of the reverse acquisition, (refer to Note 10 Business acquisitions and goodwill), the Company acquired
atrademark and license agreement with Authentic Brands Group (“ABG”) for the use of the Prince trademark (“*ABG
Prince Agreement”). Under the ABG Prince Agreement, the Company pays a royalty on actual product sales in
addition to a guaranteed minimum royalty payment of $375 on a quarterly basis until the maturity date of December
31, 2025.
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18. Long-term debt

The following table sets forth the net carrying amount of long-term debt instruments:

Credit facility - C$80,000 - Canadian prime interest rate plus an
applicable margin, 3-year term, with a 10-year amortization,
repayable in blended monthly payments, due in November 2022

Term loan - C$25,000 - Canadian 5-year bond interest rate plus 2.73%
with aminimum 4.50%, 5-year term, with a 15-year amortization,
repayable in blended monthly payments, due in July 2023

Term loan - C$25,000 - 3.95%, compounded monthly, 5-year term
with a 15-year amortization, repayable in equal monthly instalments
of $188 including interest, duein April 2022

Termloan - C$1,250 - 3.99%, 5-year term, with a 10-year
amortization, repayable in equal monthly instalments of $13
including interest, duein July 2021

Mortgage payable - C$3,750 - 3.95%, 5-year term, with a 20-year
amortization, repayable in equal monthly instalments of $23
including interest, due in July 2021

Vendor take-back mortgage - C$2,850 - 6.75%, 5-year term, repayable
in equal monthly instalments of $56 including interest, due in June
2021

Term loan - €5,000 - Euro Interbank Offered Rate + 1.79%, 5-year
term, repayable in quarterly instalments of €250 plus interest, duein
December 2023

Term loan - €5,000 - Euro Interbank Offered Rate + 2.68%, 5-year
term, repayable in quarterly instalments of €250 plus interest, duein
December 2023

Term loan - €1,500 - Euro Interbank Offered Rate + 2.00%, 5-year
term, repayable in quarterly instalments of €98 including interest,
duein April 2025

Term loan - €1,500 - Euro Interbank Offered Rate + 2.00%, 5-year
term, repayable in quarterly instalments of €98 including interest,
duein June 2025

Term loan - $100,000 - EUROBIR rate plus an applicable margin,
3-year term, repayable in quarterly instal ments beginning March 31,
2021 of $7,500 in its first twelve months and $10,000 in each of the
next two years, duein
March 2024

Deduct - unamortized financing fees
- principal portion included in current liabilities

May 31, May 31,
2021 2020
$ 62,964 $ 58,026
14,335 13,231
17,117 15,939
587 602
2,562 2,349
92 508
3,356 4,163
3,356 4,163
1,831 1,665
1,831 —
98,138 —
206,169 100,646
(2,061) (477)
(36,622) (6,141)
$ 167,486 $ 94,028

The credit facility of C$80,000 ($66,278) was entered into on November 29, 2019 by 51% owned subsidiary
AphriaDiamond and is secured by afirst charge on the property at 620 County Road 14, L eamington, Ontario, owned

by Aphria Diamond, and a guarantee from Aphrialnc.

The term loan of C$25,000 ($20,712) was entered into on July 27, 2018 and is secured by a first charge on the
property at 223, 231, 239, 265, 269, 271 and 275 Tabot Street West, Leamington Ontario, a first position on a genera
security agreement, and an assignment of fireinsurance to the lender. The effective interest rate during the year was 4.68%.
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The term loan of C$25,000 ($20,712) was entered into on May 9, 2017 and is secured by afirst charge on the
property at 265 Talbot Street West, Leamington Ontario, a first position on a general security agreement, and an
assignment of fire insurance to the lender.

The term loan of C$1,250 ($1,036) and mortgage payable of C$3,750 ($3,108) were entered into on July 22,
2016 and are secured by a first charge on the property at 265 Talbot Street West, Leamington, Ontario and a first
position on a general security agreement.

The vendor take-back mortgage payable of C$2,850 ($2,361) was entered into on June 30, 2016 in conjunction
with the acquisition of the property at 265 Talbot Street West. The mortgage is secured by a second charge on the
property at 265 Talbot Street West, Leamington, Ontario. The mortgage was repaid in full and the security deemed
released in June 2021.

During the year ended May 31, 2021, the Company entered into aterm loan for €1,500 ($2,210) through wholly
owned subsidiary CC Pharma. The term loans for €9,500 ($13,955) are held through wholly-owned subsidiary CC
Pharma. These term loans are secured against the distribution inventory held by CC Pharma.

During the year ended May 31, 2021, the Company, entered into a secured credit agreement for term loan of
$100,000 through wholly owned subsidiary Four Twenty Corporation (“420”). The Company drew the full amount of
the term loan. 420 provided all of its and SweetWater's assets as security for the loan and Aphria Inc. provided a
corporate guarantee.

Asat May 31, 2021, the Company was in compliance with all the long-term debt covenants.

19. Convertible debentures

The following table sets forth the net carrying amount of the convertible debentures:

May 31, May 31,
2021 2020
5.25% Convertible Notes ("APHA 24™) $ 399,444 $ 196,405
5.00% Convertible Notes ("TLRY 23") 268,180 —
Total convertible debentures $ 667,624 $ 196,405
APHA 24
May 31, May 31,
2021 2020
Opening balance $ 196,405 $ 305,626
Debt settlement — (66,127)
Fair value adjustment 203,039 (43,094)

$ 399,444 $ 196,405

The unsecured convertible debentures were entered into in April 2019, in the principal amount of $350,000, are
due in five years from issuance. The APHA 24 bearsinterest at arate of 5.25% per annum, payable semi-annually in
arrears on June 1 and December 1 of each year. The APHA 24 matures on June 1, 2024, unless earlier converted. The
APHA 24 is an unsecured obligation and ranks senior in right of payment to al indebtedness that is expressly
subordinated in right of payment to it. The APHA 24 will rank equal in right of payment with al liabilities that are
not subordinated. The APHA 24 is effectively junior to any secured indebtedness to the extent of the value of the
assets securing such indebtedness.

Holders of the APHA 24 may convert all or any portion of their Notes, in multiples of $1 principal amount, at

their option at any time between December 1, 2023 to the maturity date. Theinitial conversion rate for the APHA 24
will be 89.31162364 shares of common stock, par value $0.0001 per share, of Tilray, Inc. per $1,000 principal amount
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of Notes, which will be settled in cash, common shares of Aphria or a combination thereof, at Tilray’s election. This
is equivalent to an initial conversion price of approximately $11.20 per common share, subject to adjustments in
certain events. In addition, holders of the APHA 24 may convert all or any portion of their Notes, in multiples of $1
principal amount, at their option at any time preceding December 1, 2023, if:

(@ the last reported sales price of the common shares for at least 20 trading days during a period of 30
consecutive trading days immediately preceding fiscal quarter is greater than or equal to 130% of the
conversion price on each applicable trading day;

(b) during the five-business day period after any five consecutive trading day period (the “measurement
period”) in which the trading price per $1 principal amount of the APHA 24 for each trading day of the
measurement period is less than 98% of the product of the last reported sale price of the Company’s
common shares and the conversion rate on each such trading day;

(c) the Company callsany or al of the APHA 24 for redemption or;

(d) upon occurrence of specified corporate event.

The Company may not redeem the APHA 24 prior to June 6, 2022, except upon the occurrence of certain
changesin tax laws. On or after June 6, 2022, the Company may redeem for cash al or part of the Notes, at its option,
if the last reported sale price of the Company’ s common shares has been at least 130% of the conversion pricethenin
effect for at least 20 trading days during any 30 consecutive trading day period ending on and including trading day
immediately preceding the date on which the Company provides notice of redemption. The redemption of the APHA
24 will be equal to 100% of the principal amount plus accrued and unpaid interest to, but excluding, the redemption
date.

The Company €elected the fair value option under ASC 825 Fair Value Measurements for the APHA 24. The
APHA 24 wasiinitially recognized at fair value on the balance sheet. All subsequent changesin fair value, excluding
the impact of the change in fair value related to instrument-specific credit risk are recorded in non-operating income.
The changes in fair value related to instrument-specific credit risk is recorded through other comprehensive income
(loss).

The overal change in fair value of the APHA 24 during the year ended May 31, 2021 was an increase of
$170,453 with a foreign exchange impact of $32,586 (2020 — decrease of $43,094 and $nil), which included
contractua interest of $13,600 (2020 - $17,979). Asat May 31, 2021, there was $259,400 principal outstanding (2020
- $259,400).

TLRY 23
May 31,
2021
Opening balance $ —
Principal amount issued 277,856
Unamortized discount (9,676)
Net carrying amount $ 268,180

As part of the reverse acquisition (refer to Note 10 Business acquisitions and goodwill), the Company acquired
convertible notes with afair value of $277,857.

The TLRY 23 bears interest at a rate of 5.00% per annum, payable semi-annually in arrears on April 1 and
October 1 of each year. Additional interest may accrue on the TLRY 23 in specified circumstances. The TLRY 23
will mature on October 1, 2023, unless earlier repurchased, redeemed or converted. There are no principal payments
required over the five-year term of the TLRY 23, except in the case of redemption or events of defaults.

The TLRY 23 isthe Company’s general unsecured obligations and ranks senior in right of payment to al of the

Company’s indebtedness that is expressly subordinated in right of payment to the notes; equal in right of payment
with any of the Company’s unsecured indebtedness that is not so subordinated; effectively junior in right of payment
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to any of Company’s secured indebtedness to the extent of the value of the assets securing such indebtedness; and
structurally junior to al indebtedness and other liabilities (including trade payables but excluding intercompany
obligations) of the Company’s current or future subsidiaries.

The Indenture includes customary covenants and sets forth certain events of default after which the convertible
notes may be declared immediately due and payable, including certain types of bankruptcy or insolvency involving
the Company. To the extent the Company so el ects, the sole remedy for an event of default relating to certain failures
by the Company to comply with certain reporting covenants in the Indenture will, for the first 365 days after such
event of default, consist exclusively of the right to receive additional interest on the notes. Upon conversion, the
Company will pay or deliver, as the case may be, cash, shares of our common stock or a combination of cash and
shares of the Company’s common stock, at the Company’s election (the “cash conversion option”). The initial
conversion rate for the convertible notesis 5.9735 shares of common stock per one thousand dollar principal amount
of notes, which is equivalent to an initial conversion price of approximately $167.41 per share of common stock,
which represents approximately 1,659,737 shares of common stock, based on the $277,856 aggregate principal amount
of convertible notes outstanding as of May 31, 2021 (2020 - $nil). Throughout the term of the TLRY 23, the conversion
rate may be adjusted upon the occurrence of certain events.

Prior to the close of business on the business day immediately preceding April 1, 2023, the TLRY 23 will be
convertible only under the specified circumstances. On or after April 1, 2023 until the close of business on the business
day immediately preceding the maturity date, holders may convert al or any portion of their TLRY 23, in multiples
of $1 principal amount, at the option of the holder regardless of the aforementioned circumstances.

The Company may from timeto time seek toretire or purchaseits TLRY 23, in open market purchases, privately
negotiated transactions or otherwise. Such purchases or exchanges, if any, will depend on prevailing market
conditions, the company's liquidity requirements, contractual restrictions and other factors. The amountsinvolved in
any such transactions, individually or in the aggregate, may be material.

Asof May 31, 2021, the TLRY 23 is not yet convertible. The convertible notes will become convertible upon
the satisfaction of the above circumstances. The remaining unamortized debt discount related to the convertible notes
as of May 31, 2021 will be accreted over the remaining term of the TLRY 23, which is approximately 28 months.

Asat May 31, 2021, the Company was in compliance with all the covenants set forth under the Indenture.
During the year ended May 31, 2021, the Company recognized total interest expense of $1,585 (2020 — $nil),

which included contractua interest coupon of $1,158 (2020 - $nil) and amortization of the discount of $427 (2020 -
$nil).

20. Warrants

The warrant details of the Company are as follows:

Weighted
Expiry Number of average
Type of warrant Classification date warrants price
Warrant Equity September 26, 2021 166,000 $ 314
Warrant Equity January 30, 2022 5,828,651 9.26
Warrant Liability March 17, 2025 6,209,000 5.95

12,203,651 $ 741

As part of the Arrangement, Aphria's 2016 Warrants (the 200,000 warrants issued by Aphria expiring
September 26, 2021) were exchanged for 166,000 Replacement Warrants (warrantsto purchase Tilray shares pursuant
to the Plan of Arrangement), expiring September 26, 2021.
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As part of the Arrangement, Aphria's all 2020 Warrants (the 7,022,472 warrants issued by Aphria expiring
January 30, 2022), ceased to represent a warrant to acquire Aphria shares and instead represent a right to receive
5,828,651 Tilray shares in accordance with their term.

Aspart of the Arrangement, all outstanding Tilray Warrants which expire on March 17, 2025 remain outstanding
without change to any of their terms. The warrants contain anti-dilution price protection features, which adjust the
exercise price of the warrants if the Company subsequently issues common stock at a price lower than the exercise
price of the warrants. In the event additional warrants or convertible debt are issued with a lower and/or variable
exercise price, the exercise price of the warrants will be adjusted accordingly. There were no triggering events during
the year ended May 31, 2021. These warrants are classified as liabilities as they are to be settled in registered shares,
and the registration statement is required to be active, unless such shares may be subject to an applicable exemption
from registration requirements. The holders, at their sole discretion, may elect to affect a cashless exercise, and be
issued exempt securities in accordance with Section 3(a)(9) of the 1933 Act. In the event the Company does not
maintain an effective registration statement, the Company may be required to pay a daily cash penalty equal to 1% of
the number of shares of common stock due to be issued multiplied by any trading price of the common stock between
the exercise date and the share delivery date, as selected by the holder. Alternatively, the Company may deliver
registered common stock purchased by the Company in the open market. The Company may also be required to pay
cash if it does not have sufficient authorized shares to deliver to the holders upon exercise.

May 31, 2021 May 31, 2020
Weighted Weighted
Number of average Number of average
warrants price warrants price
Outstanding, beginning of the year 5,994,651 $ 891 1,903,024 $ 12.01
Exercised during the year — — (636,089) 1.47
Issued during the year 6,209,000 595 5,828,652 9.08
Cancelled during the year — — — —
Expired during the year — — (1,100,936) 19.46
Outstanding, end of the year 12,203,651 $ 741 5994651 $ 8.91

The Company estimated the fair value of the warrant liability at May 31, 2021 at $12.59 per warrant using the
Black Scholes pricing model (Level 3) with the following weighted-average assumptions:

Risk-free interest rate 0.90%
Expected volatility 70%
Expected term 4.3 years
Expected dividend yield —%
Strike price $ 5.95
Fair value of common stock $ 16.67

Expected volatility is based on both historical and implied volatility of the Company’s common stock.

21. Stock-based compensation

For the year ended May 31, 2021, the total stock-based compensation expense was $17,351 (2020 - $18,079 and
2019 - $21,951). The Company operates multiple stock-based award plans as follows:

Tilray 2018 Equity Incentive Plan and Original Plan

The 2018 Equity Incentive Plan (EIP) authorizes the award of stock options, restricted stock units (“RSUs") and
stock appreciation rights (“ SARS") to employees, including officers, non-employee directors and consultants and the
employees and consultants of our affiliates. Shares subject to awards granted under the EIP that expire or terminate
without being exercised in full, or that are paid out in cash rather than in shares, do not reduce the number of shares
available for issuance under the EIP. Additionally, shares become available for future grant under the EIP if they were
issued under the EIP and if the Company repurchases them or they are forfeited. This includes shares used to pay the
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exercise price of an award or to satisfy the tax withholding obligations related to an award. The maximum number of
shares of common stock subject to stock awards granted under the EIP or otherwise during any one calendar year to
any non-employee director, taken together with any cash fees paid by the Company to such non-employee director
during such calendar year for service on the Board of Directors, will not exceed five hundred thousand dollarsin total
value, calculating the value of any such stock awards based on the grant date fair value of such stock awards for
financial reporting purposes, or, with respect to the calendar year in which a nonemployee director isfirst appointed
or elected to our Board of Directors, one million dollars.

Stock options represent the right to purchase shares of our common stock on the date of exercise at a stated
exercise price. The exercise price of a stock option generally must be at least equal to the fair market value of our
shares of common stock on the date of grant. The Company’ s compensation committee may provide for stock options
to be exercised only asthey vest or to be immediately exercisable with any shares issued on exercise being subject to
the Company’s right of repurchase that lapses as the shares vest. The maximum term of stock options granted under
the EIPisten years.

RSUs represent aright to receive common stock or their cash equivalent for each RSU that vests, which vesting
may be based on time or achievement of performance conditions. Unless otherwise determined by our compensation
committee at the time of grant, vesting will cease on the date the participant no longer provides services to the
Company and unvested shares will be forfeited. If an RSU has not been forfeited, then on the date specified in the
RSUs, the Company will deliver to the holder a number of whole shares of common stock, cash or a combination of
shares of our common stock and cash. Additionally, dividend equivalents may be credited in respect of shares covered
by the RSUs. Any additional shares covered by the RSU credited by reason of such dividend equivalents will be
subject to all of the same terms and conditions of the underlying RSU agreement to which they relate. The RSUs
generaly vest over a 3-or-4 year period. The fair value of RSUs are based on the share price as at date of grant.

SARs provide for a payment, or payments, in cash or shares of common stock to the holder based upon the
difference between the fair market value of shares of our common stock on the date of exercise and the stated exercise
price. The maximum term of SARs granted under the EIP is ten years. No SARs were issued to date.

The EIP permits the grant of performance-based stock and cash awards. The performance goals may be based
on company-wide performance or performance of one or more business units, divisions, affiliates or business segments
and may be either absolute or relative to the performance of one or more comparable companies or the performance
of one or more relevant indices. The length of any performance period, the performance goals to be achieved during
the performance period, and the measure of whether and to what degree such performance goals have been attained
will be conclusively determined by the Board of Directors.

As of April 30, 2021, 9,806,851 shares of common stock had been reserved for issuance under the EIP. The
number of shares of common stock reserved for issuance under the 2018 EIP will automatically increase on January
1 of each calendar year, for aperiod of not more than ten years, starting on January 1, 2019 and ending on and including
January 1, 2027, in an amount equal to 4% of the total number of shares of our common stock outstanding on
December 31 of the prior calendar year, or alesser number of shares determined by our Board of Directors. The shares
reserved include only the outstanding shares related to stock options and RSUs and excludes stock options outstanding
under the Original Plan.

Certain employees and other service providers of the Company participate in the equity-based compensation
plan of Privateer Holdings, Inc (the “Original Plan”) under the terms and valuation method detailed below. The
expected life of the stock options represented the period of time stock options were expected to be outstanding and
was estimated considering vesting terms and employees’ historical exercise and post-vesting employment termination
behavior. Expected volatility was based on historical volatilities of public companies operating in a similar industry
to Privateer Holdings. The risk-free rate is based on the United States Treasury yield curve in effect at the time of
grant. The expected dividend yield was determined based on the stock option’s exercise price and expected annual
dividend rate at the time of grant.
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No stock options were granted under the EIP during the year ended May 31, 2021. For the year ended May 31,
2020 and 2019, the fair value of each stock option granted is estimated on grant date using the Black-Scholes option
pricing model using the following assumptions: risk-freerate for 2020 — 2.10% and 2019 — 2.92% on the date of grant;
expected life for 2020 — 8.97 years and 2019 — 5.79 years; volatility for 2020 — 61.33% and 2019 — 58.54% based on
comparable companies; dividend yield for 2020 and 2019 of $nil; and, the exercise price of the respective option. The
expected life of the award is estimated using the simplified method since the Company does not have adequate
historical exercise data to estimate the expected term.

Stock-based activity under the EIP and Original Plan for the year ended May 31, 2021 is as follows:

EIP Time-based stock option activity

Weighted-
Weighted- average
average remaining
Stock exercise contractual Agoregate
Options price term (years) intrinsic value
Balance May 1, 3,182,547 $ 14.19 1.7 $30,331,823
Granted — — — —
Exercised (1,665) 7.76 — —
Forfeited (188) 7.76 — —
Cancelled (468) 65.20 — —
Balance May 31, 3,180,226 $ 14.19 1.3 $25,171,187
Original plan time-based stock option activity
Weighted-
Weighted- average
average remaining
Stock exercise contractual Aggregate
Options price term (years) intrinsic value
Balance May 1, 946,948 3.99 2 13,777,571
Exercised (29,403) 471 — —
Forfeited — — — —
Cancelled — — — —
Balance May 31, 917,545 $ 3.97 1.7 $11,885,699
Time-based RSU activity
Weighted- Weighted-
average average
grant-date remaining
Time-based fair value contractual Agoregate
RSUs per share term (years) intrinsic value
Balance May 1, 1,285,134 $ 15.70 — —
Granted 198,521 7.76 — —
Vested (112,508) 12.99 — —
Forfeited (165,904) 11.97 — —
Cancelled — — — —
Balance May 31, 1,205243 $ 15.16 — $20,091,286

Predecessor Plan - Aphria

Prior to the reverse acquisition (Note 10), Aphria had established the Aphria Omnibus Incentive Plan (the
“Predecessor Plan”). Following stockholder approval of the EIP, no new awards have been granted under the
Predecessor Plan. In connection with the reverse acquisition Aphria stock options, Aphria RSUs and DSUs issued
under the Predecessor Plan were exchanged for options, RSUs under the EIP. As a result of the modification, all
grantees were affected, and the Company recognized nil incremental compensation cost.
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The fair value of each stock option granted under the Predecessor Plan is estimated on grant date using the
Black-Scholes option pricing model using the following assumptions: risk-free rate of 0.39% (2020 — 1.20 — 1.56%
and 2019 — 1.66 — 2.38%) on the date of grant; expected life of 5 years (2020 - 5 years and 2019 — 3 - 5 years);
volatility of 70% (2020 and 2019 — 70%) based on comparable companies; forfeiture rate of 35% (2020 — 20% and
2019 — 0%); dividend yield of $nil (2020 and 2019 — $nil); and, the exercise price of the respective option. The
expected life of the award is estimated using the simplified method since the Company does not have adequate
historical exercise data to estimate the expected term.

Stock option, RSU and DSU activity for the Company under the Predecessor Plan is as follows:

Time-based stock option activity

May 31, 2021
Weighted Weighted
Weighted average average
average grant remaining Agoregate
Number of exercise date fair contractual Intrinsic
options price value term (years) Amount
Outstanding, beginning of the year 4,484,051 $ 1204 $ 6.24 29 (32,781)
Exercised during the year (1,073,986) 870 $ 4.38 N/A N/A
Granted during the year 41,500 588 $ 218 N/A N/A
Forfeited during the year (884,320) 14.06 $ 7.46 N/A N/A
Expired during the year (68,060) 1872 $ 8.80 N/A N/A
Outstanding, end of the year 2,499,185 $ 1248 $ 6.51 2.4 10,472
Vested and exercisable, end of the year 1,846,090 $ 1353 $ 7.16 2.2 5,797

During the year ended May 31, 2021, the Company issued 41,500 stock options at an exercise price of $5.88
per share, exercisable for 5 years to officers of the Company. The weighted-average grant date fair values of time-
based stock options granted during the year ended May 31, 2021 was $2.18 per share (2020 - $3.54 and 2019 - $7.32).
Thetotal intrinsic values of these stock options exercised during the year ended May 31, 2021 was $4,679,758 (2020
- $4,869,447 and 2019 - $28,025,979). The total fair value of time-based stock options vested during the year ended
May 31, 2021 was $3,054,257 (2020 - $9,592,767 and 2019 - $14,983,131).

Asof May 31, 2021, the total remaining unrecognized compensation expenses related to non-vested time-based
stock options amounted to $3,058,733 (2020 - $8,209,817 and 2019 - $17,110,533), which will be amortized over the
weighted-average remaining requisite service period of approximately 1.06 years (2020 — 1.53 years and 2019 — 1.52
years).

Performance-based stock option activity

May 31, 2021
Weighted Weighted
Weighted average average
average grant remaining Aggregate
Number of exercise datefair contractual Intrinsic
options price value term (years) Amount
Outstanding, beginning of the year 398,400 $ 811 $ 3.80 0.6 (1,347)
Exercised during the year (166,000) $ 515 $ 2.38 N/A N/A
Granted during the year — — — N/A N/A
Forfeited during the year (232,400) $ 1023 $ 4.81 N/A N/A
Expired during the year — — — N/A N/A

Outstanding, end of the year —

Vested and exercisable, end of the year —
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The weighted-average grant date fair values of performance-based stock options granted during the year ended
May 31, 2021 was $N/A per share (2020 - $N/A and 2019 - $N/A). The total intrinsic values of these stock options
exercised during the year ended May 31, 2021 was $746,743 (2020 - $326,033 and 2019 - $1,864,100). The total fair
value of performance-based stock options vested during the year ended May 31, 2021 was $395,138 (2020 - $222,721
and 2019 - $461,188).

As of May 31, 2021, the total remaining unrecognized compensation expenses related to non-vested
performance-based stock options amounted to $N/A (2020 - $1,074,701 and 2019 - $1,206,415), which will be
amortized over the weighted-average remaining requisite service period of approximately N/A years (2020 — 0.58
years and 2019 — 0.76 years).

Time-based and Performance-based RSU activity

Asof May 31, 2021, the total remaining unrecognized compensation expenses rel ated to non-vested time-based
RSUs amounted to $16,273,457 (2020 - $10,240,001 and 2019 - $1,392,478), which will be amortized over the
weighted-average remaining requisite service period of approximately 1.03 years (2020 — 1.44 years and 2019 — 0.54
years). The total intrinsic values of the time-based RSUs exercised during the year ended May 31, 2021 was
$10,905,991 (2020 - $5,123,883 and 2019 - $775,962). Thetota fair value of time-based RSUs vested during the year
ended May 31, 2021 was $8,777,963 (2020 - $4,507,883 and 2019 - $2,044,952).

Non-vested, beginning of the year
Granted during the year

May 31, 2021
Weighted Weighted
average average
grant - grant -
datefair Per formance- datefair
Time- based value per based value per
RSUs share RSUs share

1,588,743 $ 7.71
2,370,862 $ 6.24

19335 $ 6.01

Vested during the year (1,006,222) $ (6.83) — —
Forfeited during the year (158,411) $ (6.68) (19,335) $ (6.01)
Non-vested, end of the year 2,794972 $ 6.88 — —
22.  Accumulated other comprehensive loss
Accumulated other comprehensive loss includes the following components:
Unrealized
Foreign losson
currency convertible
trandation notes
(loss) gain receivables Total
Balance May 31, 2018 $ 110 $ 2844 $ 2,954
Other comprehensive income (10ss) (90) (2,570) (2,660)
Elimination of CTA on disposal of equity investee 606 — 606
Balance May 31, 2019 626 274 900
Other comprehensive income (10ss) (858) (5,476) (6,334)
Balance May 31, 2020 (232) (5,202) (5,434)
Settlement of convertible notes receivable — 5,277 5,277
Other comprehensive income (10ss) 156,649 (3,824) 152,825
Balance May 31, 2021 $ 156,417 $ (3,749) $ 152,668
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23.  Non-controlling interests

The following tables summarise the information relating to the Company’s subsidiaries, CC Pharma Nordic
ApS, Aphria Diamond, Marigold Projects Jamaica Limited (“Marigold”), and ColCanna S.A.S. before intercompany
eliminations.

Non-controlling interests as at May 31, 2021:

CC Pharma Aphria ColCanna May 31,

Nordic ApS Diamond Marigold SA.S. 2021
Current assets $ 919 $ 19531 $ — 3 315 $ 20,765
Non-current assets 103 153,696 — 146,587 300,386
Current liabilities (956) (28,511) — (62) (29,529)
Non-current liabilities (406)  (69,332) — (6,606) (76,344)
Net assets (340) 75,384 — 140,234 215,278

Non-controlling interests as at May 31, 2020:
Aphria ColCanna May 31,
Diamond Marigold SAS 2020

Current assets $ 25957 $ — $ 547 $ 26,504
Non-current assets 156,251 — 83,857 240,108
Current liabilities (11,337) — (274) (11,611)
Non-current liabilities (128,031) — (24,471) (152,502)
Net assets 42,840 — 59,659 102,499

Non-controlling interests for the year ended May 31, 2021:

CC Pharma Aphria ColCanna May 31,

Nordic ApS Diamond Marigold SA.S. 2021
Revenue $ 827 $ 131,381 $ — 3 — $ 132,208
Total expenses (recovery) (958)  (67,030) — (923)  (68,911)
Net (loss) income (131) 64,351 — (923) 63,297
Other comprehensive (loss) income — — — — $ —
Net comprehensive income (131) 64,351 — (923) 63,297

Non-controlling interests for the year ended May 31, 2020:

Aphria ColCanna May 31,
Diamond Marigold SAS. 2020
Revenue $ 24142 $ 40 $ — $ 24182
Total expenses (recovery) (25,141) 4,995 19,447 (699)
Net (loss) income (999) 5,035 19,447 23,483
Other comprehensive (loss) income — — — 3 —
Net comprehensive loss (999) 5,035 19,447 23,483
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Non-controlling interests for the year ended May 31, 2019:

Revenue

Total expenses (recovery)

Net (loss) income

Other comprehensive (loss) income
Net comprehensive loss

24. Net revenue

Net revenue is comprised of:

Cannabis revenue
Cannabis excise taxes
Net cannabis revenue
Beverage alcohol revenue
Beverage alcohol excise taxes
Net beverage a cohol revenue
Distribution revenue
Wellness revenue

25. Cost of goods sold

Cost of goods sold is comprised of:

Cannabis costs
Beverage alcohol costs
Distribution costs
Wellness costs

Nuuvera
Aphria  Cannlnvest  Verve Malta ColCanna May 31,
Diamond AfricaLtd. Dynamics Ltd. Marigold SA.S 2019
$ — $ —%$ — 9% 143 —$%$ —$ 174
(21,273) $ (8)$ (634) (791) (572)  (942) (24,220)
(21,273) (8) (634) (617) (572)  (942) (24,046)
(21,273) (8)  (634) (617) (572)  (942) (24,046)

For theyear ended May 31,

2021 2020 2019

$ 264334 153,477 67,592
(62,942) (23,581) (7,716)
201,392 129,896 59,876
29,661 — —
(1,062) — —
28,599 — —
277,300 275,430 119,427
5,794 — —
$ 51308 $ 405326 $ 179,303
For theyear ended May 31,

2021 2020 2019
$ 130511 68,551 31,341
12,687 — —
242,472 240,722 104,451
4,233 — —
$ 389903 $ 309273 $ 135792
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26. General and administrative expenses

General and administrative expenses are comprised of the following items:

Executive compensation
Consulting fees

Office and general
Professional fees

Salaries and wages
Stock-based compensation
Insurance

Travel and accommodation
Rent

27. Financeincome (expense), net

Finance income (expense), net is comprised of:

Interest income
Interest expense

28.  Non-operating (expense) income

Non-operating (expense) income is comprised of:

Foreign exchange (loss) gain

Loss on marketable securities

Gain (loss) on sale of capital assets

(Loss) gain from equity investees

Deferred gain on sale of intellectual property
Loss on promissory notes receivable

(Loss) gain on long-term investments
Unrealized (loss) gain on convertible debentures
Resalized gain on settlement of convertible debentures
Legal settlement

Unrealized loss on financia liabilities
Changein fair value of warrant liability

Other non-operating items, net
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For theyear ended May 31,

2021 2020 2019
8645 $ 6,777 $ 4,402
6,633 9,272 4,928

19,503 12,351 12,486
5,146 4,918 8,916
37,126 28,252 14,842
17,351 18,079 21,951
12,257 9,370 4,050
2,711 2,798 2,356
2,203 1,972 1,910
111575 $ 93,789 $ 75,841

For theyear ended May 31,

2021 2020 2019

2926 $ 6,273 $ 11,138
(30,903) (25,644) (5,879)
(27977) $  (19371) $ 5,259

For the year ended May 31,
2021 2020 2019
(22,347) $ 6,145 $ 692
— (252) (135)
1,523 (8,075) 42
(458) — 44,191
— — 257
— (9,698) —
(2,352) (24,295) 14,860
(170,453) 44,322 36,630
— 9,289 —
— (3,241) —
— — (1,003)

1,234 — —

8,015 — —

(184838) $ 14195 $ 95534




29. Changein non-cash working capital
Change in non-cash working capital is comprised of:

For theyear ended May 31,

2021 2020 2019

Decrease (increase) in:

Accounts receivable $ (23512) $  (25593) $ 9,421

Prepaids and other current assets (6,772) (10,899) 4,322

Inventory (35,286) (89,660) (26,069)
Increase (decrease) in:

Accounts payable and accrued liabilities 14,501 47,335 (8,984)

Deferred revenue 134 (15) 8,839

$ (50935) $  (78832) $  (12471)

30. Commitmentsand contingencies
Purchase and other commitments

The Company has payments on long-term debt (refer to Note 18 Long-term debt), convertible notes (refer to
Note 19 Convertible Debentures), ABG finance liability (refer to Note 17 Accounts payable and accrued liabilities)
material purchase commitments and construction commitments as follows:

Total 2022 2023 2024 2025 2026 Thereafter
Long-term debt repayment $204,108 36,623 69,925 95,181 1,438 941 —
Convertible notes, principal and interest 571,989 13,893 13,893 284,803 259,400 — —
ABG finance liability 6,000 1,500 1,500 1,500 1,500 — —
Material purchase obligations 26,097 21,141 4,009 854 93 — —
Construction commitments 1814 1814 — — — — —
Total $810,008 $74,971 $89,327 $382,338 $262431 $ 941 $ —

Legal proceedings

From time to time, the Company and/or its subsidiaries may become defendants in legal actions arising out of
the ordinary course and conduct of its business. As of May 31, 2021, in the opinion of management, no claims meet
the criteriato record aloss contingency.

31. Financial risk management and financial instruments
Financial instruments
The Company has classified its financial instruments as described in Note 3 Sgnificant accounting policies.

The carrying values of accounts receivable, bank indebtedness and accounts payable and accrued liabilities
approximate their fair values due to their short periods to maturity.

The Company’s long-term debt of $20,358 (2020 - $19,398) is subject to fixed interest rates. The Company’s
long-term debt is valued based on discounting the future cash outflows associated with the long-term debt. The
discount rate is based on the incremental premium above market rates for Government of Canada securities of similar
duration. In each period thereafter, theincremental premium isheld constant while the Government of Canada security
is based on the then current market value to derive the discount rate.

118



Fair value hierarchy

Financial instruments recorded at fair value are classified using a fair value hierarchy that reflects the
significance of inputs used in making the measurements. Cash and cash equivalents are Level 1. The hierarchy is
summarized as follows:

Level 1  Quoted prices (unadjusted) in active markets for identical assets and liabilities

Level 2 Inputsthat are observable for the asset or liability, either directly (prices) or indirectly (derived from
prices) from observable market data

Level 3  Inputsfor assets and liabilities not based upon observable market data
The following tables present information about the Company’s assets and liabilities that are measured at fair

value on a recurring basis as of May 31, 2021 and 2020 and indicates the fair value hierarchy of the valuation
techniques the Company utilized to determine such fair value:

May 31,
Level 1 Level 2 Level 3 2021

Financial assets

Cash and cash equivalents $ 488,466 $ — $ — $ 488,466

Convertible notes receivable — 2,485 — 2,485

L ong-term investments 9,251 2,934 — 12,185
Financial liabilities

Warrant liability — — (78,168) (78,168)

Contingent consideration — — (60,657) (60,657)

APHA 24 Convertible debenture — — (399,444) (399,444)
Tota recurring fair value measurements $ 497,717 $ 5419 $ (538,269) $ (35,133)

May 31,
Level 1 Level 2 Level 3 2020

Financial assets

Cash and cash equivalents $ 360,646 $ — $ — $ 360,646

Convertible notes receivable — 10,609 — 10,609

Long-term investments 11,244 8,351 — 19,595
Financial liabilities

APHA 24 Convertible debenture — — (196,405)  (196,405)
Total recurring fair value measures $ 371,800 $ 18960 $ (196,405) $ 194,445

The Company’s financial assets and liabilities required to be measured on a recurring basis are its equity
investments measured at fair value, debt securities classified as available-for-sale, acquisition-related contingent
consideration, and warrant liability.

Convertible notes receivable and long-term investments recorded at fair value: The estimated fair value is
determined using quoted market prices, broker or dealer quotations or discounted cash flows and is classified as
Level 2.

Warrant liability: The warrants associated with the warrant liability are classified as Level 3 derivatives.
Consequently, the estimated fair value of the warrant liability is determined using the Black Scholes pricing model.
Until the warrants are exercised, expire, or other facts and circumstances |lead the warrant liability to be reclassified
to stockholders’ equity, thewarrant liability (which relatesto warrantsto purchase shares of common stock) ismarked-
to-market each reporting period with the changein fair value recorded in change in fair value of warrant liability. Any
significant adjustments to the unobservable inputs disclosed in the table below would have a direct impact on the fair
value of the warrant liability.
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APHA 24: Thisinstrument is held at fair value. The estimated fair value is determined using the Black Scholes
option pricing model and is classified as Level 3.

Contingent consideration: The contingent consideration from the acquisition of SweetWater is determined by
discounting future expected cash outflows at a discount rate of 5%. The inputs into the future expected cash outflows
are classified asLevel 3.

The opening balances of assets and liabilities categorized within Level 3 of the fair value hierarchy measured at
fair value on arecurring basis are reconciled to the closing balances as follows:

APHA 24
Convertible Warrant Contingent
debenture liability consideration Total
Closing balance May 31, 2020 $ (196,405) $ — $ — $ (196,405)
Additions — (79,402) (58,959) (138,361)
Disposals — — — —
Unrealized gain (loss) on fair value (203,039) 1,234 (1,698) (203,503)
Closing balance May 31, 2021 $ (399444) $ (78,168) $ (60,657) $ (538,269)

The unrealized gain (loss) on fair value for the Convertible Debenture and the warrant liability isrecognized in
non-operating income (loss) using the following inputs:

Significant
Valuation unobservable
Financial asset / financial liability technique input Inputs
APHA Convertible debentures Volatility, 70%
Black-Scholes expected life 3years
Warrant liability Volatility, 70%
Black-Scholes  expected life 4 years
Contingent consideration Discounted  Discount rate, 5%
cash flows achievement 100%

Items measured at fair value on a non-recurring basis

The Company's prepayments and other current assets, long lived assets, including property and equipment,
goodwill and intangible assets are measured at fair value when there is an indicator of impairment and are recorded at
fair value only when an impairment charge is recognized.

Financial risk management

The Company has exposure to the following risks from its use of financial instruments. credit; liquidity;
currency rate; interest rate price; equity price risk; and capital management risk.

(@ Creditrisk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to afinancial instrument
fails to meet its contractual obligations. The maximum credit exposure at May 31, 2021, is the carrying amount of
cash and cash equivalents, accounts receivable, prepaids and other current assets, promissory notes receivable and
convertible notes receivable. All cash and cash equivalents are placed with mgjor financia institutions in Canada,
Australia, Portugal, Germany, Colombia, Argentinaand the United States. To date, the Company has not experienced
any losses on its cash deposits. Accounts receivable are unsecured, and the Company does not require collateral from
its customers.

The Company evaluates the collectability of its accounts receivable and maintains an allowance for credit losses

at an amount sufficient to absorb losses inherent in the existing accounts receivable portfolio as of the reporting dates
based on the estimate of expected net credit losses.
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Trade receivables included an allowance for doubtful accounts of $4,571 at May 31, 2021 (2020-$2,313), and
is comprised of the following aged receivables:

Total 0-30 days 31-60 days 61-90 days 90+ days
Trade receivables $ 87,309 70,997 8,253 1,051 7,008
82% 9% 1% 8%

Due to the uncertainties associated with COVID-19, the Company may be unable to accurately predict the
creditworthiness of its counterparties and their ability to meet their obligations. This may result in unforeseen
additional credit losses.

(b) Liquidity risk

Asat May 31, 2021, the Company’ s financia liabilities consist of bank indebtedness and accounts payable and
accrued liabilities, which have contractual maturity dates within one-year, long-term debt, and convertible debentures
which have contractual maturities over the next five years.

The Company maintains a debt service charge covenant on certain loans secured by its Aphria One facilities
that is measured at year-end only. The Company maintains debt service charge and leverage covenants on certain
loans secured by its Aphria Diamond facilities and 420 that are measured quarterly. The Company believesthat it has
sufficient operating room with respect to its financial covenants for the next fiscal year and does not anticipate being
in breach of any of itsfinancial covenants.

The Company managesitsliquidity risk by reviewing its capital requirements on an ongoing basis. Based on the
Company’ sworking capital position at May 31, 2021, management regards liquidity risk to be low.

(c) Currencyraterisk

As at May 31, 2021, a portion of the Company’s financial assets and liabilities held in Canadian dollars and
Euros consist of cash and cash equivalents, convertible notes receivable, and long-term investments. The Company’s
objective in managing its foreign currency risk is to minimize its net exposure to foreign currency cash flows by
transacting, to the greatest extent possible, with third parties in the functional currency. The Company is exposed to
currency rate risk in other comprehensive income, relating to foreign subsidiaries which operate in aforeign currency.
The Company does not currently use foreign exchange contracts to hedge its exposure of its foreign currency cash
flows as management has determined that this risk is not significant at this point in time.

(d) Interest ratepricerisk

The Company’s exposure to changes in interest rates relates primarily to the Company’ s outstanding debt. The
Company managesinterest rate risk by restricting the type of investmentsand varying the terms of maturity and issuers
of marketable securities. Varying the terms to maturity reduces the sensitivity of the portfolio to the impact of interest
rate fluctuations.

(e) Equity pricerisks

Asof May 31, 2021, the Company held long-term equity investments at fair value and equity investments under
the measurement alternative. These investment in equities were acquired as part of our strategic transactions.
Accordingly, the changes in fair values of investment in equities measured at fair value or under the measurement
aternative are recognized through gain (loss) on long-term investment in the statements of net |oss and comprehensive
loss. Based on the fair value of investment in equities held as of May 31, 2021, a hypothetical decrease of 10% in the
prices for these companies would reduce the fair values of the investments and result in unrealized loss recorded in
gain (loss) on long-term investment by $1,769.
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Similarly, based on the fair value of our warrant liability as of May 31, 2021, a hypothetical increase of 10% in
the price for our common stock would increase the change in fair value of warrant liability and result in unrealized
gain recorded in non-operating income by $9,800.

(H  Capital management

The Company’ s obj ectives when managing its capital are to safeguard its ability to continue as a going concern,
to meet its capital expenditures for its continued operations, and to maintain a flexible capital structure which
optimizes the cost of capital within a framework of acceptable risk. The Company manages its capital structure and
adjustsit in light of changesin economic conditions and the risk characteristics of the underlying assets. To maintain
or adjust its capital structure, the Company may issue new shares, issue new debt, or acquire or dispose of assets. The
Company is not subject to externally imposed capital requirements.

Management reviews its capital management approach on an ongoing basis and believes that this approach,
given the relative size of the Company, is reasonable. There have been no changes to the Company’s capital
management approach in the year. The Company considers its cash and cash equivalents and marketable securities as

capital.

32. Segment reporting

Information reported to the Chief Operating Decision Maker (“CODM?”) for the purpose of resource allocation
and assessment of segment performance focuses on the nature of the operations. The Company operates in five
segments. 1) cannabis operations, which encompasses the production, distribution and sale of both medical and adult-
use cannabis, 2) beverage alcohol operations, which encompasses cultivation, distribution and sale of beverage alcohol
products, 3) distribution operations, which encompasses the purchase and resale of pharmaceuticals products to
customers, 4) wellness products, which encompasses hemp foods and cannabidiol (“CBD”) products and 5) businesses
under development which encompass operations in which the Company has not received fina licensing or has not
commenced commercia sales from operations. Factors considered in determining the operating segments include the
Company’ s business activities, the management structure directly accountable to the CODM, availability of discrete
financial information and strategic priorities within the organizational structure. Operating segments have not been
aggregated and no asset information is provided for the segments because the Company’s CODM does not receive
asset information by segment on aregular basis.

Segment net revenue from external customers:

For the year ended May 31,

2021 2020 2019

Cannabis business $ 201392 $ 129896 $ 59,876
Distribution business 277,300 275,430 119,427
Beverage acohol business 28,599 — —
Wellness business 5,794 — —
Business under devel opment — — —
Total net revenue $ 513085 $ 405326 $ 179,303

Channels of Cannabis revenue were as follows:

For theyear ended May 31,

2021 2020 2019
Revenue from medical cannabis products $ 25539 $ 28,685 $ 33,017
Revenue from adult-use cannabis products 222,930 112,207 30,236
Revenue from whol esale cannabis products 6,615 12,585 4,339
Revenue from international cannabis products 9,250 — —
Less excise tax (62,942) (23,581) (7,716)
Total net cannabis revenue $ 201392 $ 12989% $ 59,876
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Geographic net revenue:

For theyear ended May 31,

2021 2020 2019
North America $ 229120 $ 129663 $ 59,629
EMEA 279,062 271,291 116,578
Latin America 4,903 4,372 3,096
Total net revenue $ 51308 $ 405326 $ 179,303
Geographic capital assets:
May 31, 2021 May 31, 2020
North America 504,575 $ 371,823
EMEA 140,838 44,348
Latin America 5,285 4,535
Total capital assets $ 650,698 $ 420,706

Magjor customers are defined as customers that each individually account for greater than 10% of the Company’s
annual revenues. For the years ended May 31, 2021, 2020, and 2019 there were no major customers representing
greater than 10% of our annual revenues.

33. Quarterly financial data (unaudited)

The following table contains selected quarterly data for 2021 and 2020. information should be read in
conjunction with the Company’s financial statements and related notes included elsewhere in this report. The
Company believes that the following information reflects all normal recurring adjustments necessary for a fair
presentation of the information for the periods presented. The operating results for any quarter are not necessarily
indicative of results for any future period.

For the three months ended

August 31, November 30, February 28, May 31,
2020 2020 2021 2021
Net revenue $ 117,490 $ 129,459 123,900 142,236
Gross profit 34,945 35,283 30,456 22,498
Net income (l0ss) (21,744) (89,249) (258,626) 33,605
Net income (loss) attributable to Tilray
shareholders (32,958) (100,811) (280,856) 47,204
Earnings (loss) per share - basic (0.09) (0.37) (0.97) 0.18
Earnings (loss) per share - fully diluted (0.09) (0.37) (0.97) 0.18
For the three months ended
August 31, November 30, February 29, May 31,
2019 2019 2020 2020
Net revenue $ 94,078 $ 89,967 $ 107,739 $ 113,542
Gross profit 20,555 21,812 25,879 27,807
Net income (loss) 1,435 (6,265) (11,699) (84,306)
Net income (loss) attributable to Tilray
shareholders 1,564 (5,996) (11,003) (87,105)
Earnings (loss) per share - basic 0.01 (0.03) (0.05) (0.39)
Income (loss) per share - fully diluted 0.01 (0.03) (0.05) (0.39)
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of Tilray, Inc.

Opinionson the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated statements of financial position of Tilray, Inc. and its subsidiaries
(together, the Company) as of May 31, 2021 and 2020, and the related consolidated statements of loss and
comprehensive loss, changes in equity and cash flows for each of the three yearsin the period ended May 31, 2021,
including the related notes (collectively referred to as the consolidated financial statements). We also have audited
the Company'sinternal control over financial reporting as of May 31, 2021, based on criteria established in Internal
Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO).

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of the Company as of May 31, 2021 and 2020, and the results of its operations and its cash flows
for each of the three years in the period ended May 31, 2021 in conformity with accounting principles generally
accepted in the United States of America. Also in our opinion, the Company maintained, in all material respects,
effective internal control over financial reporting as of May 31, 2021, based on criteria established in Internal
Control — Integrated Framework (2013) issued by the COSO.

Basisfor Opinions

The Company's management is responsible for these consolidated financial statements, for maintaining effective
internal control over financial reporting, and for its assessment of the effectiveness of internal control over financia
reporting, included in Management's Report on Internal Controls over Financial Reporting appearing under Item 9A.
Our responsibility isto express opinions on the Company’ s consolidated financial statements and on the Company's
internal control over financial reporting based on our audits. We are a public accounting firm registered with the
Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with
respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations
of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audits to obtain reasonable assurance about whether the consolidated financia statements are free of
meaterial misstatement, whether due to error or fraud, and whether effective internal control over financial reporting
was maintained in al material respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks of material
misstatement of the consolidated financia statements, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on atest basis, evidence regarding the amounts and
disclosures in the consolidated financial statements. Our audits also included evaluating the accounting principles
used and significant estimates made by management, as well as evaluating the overall presentation of the
consolidated financial statements. Our audit of internal control over financia reporting included obtaining an
understanding of internal control over financia reporting, assessing the risk that a material weakness exists, and
testing and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our
audits also included performing such other procedures as we considered necessary in the circumstances. We believe
that our audits provide a reasonable basis for our opinions.

As described in Management’ s Report on Internal Control over Financial Reporting, management has excluded
SweetWater Brewery LLC and Tilray, Inc. from its assessment of internal control over financial reporting as of May
31, 2021, because the entities were acquired by the Company in purchase business combinations during 2021. We
have also excluded SweetWater Brewery LLC and Tilray, Inc. from our audit of internal control over financial
reporting. SweetWater Brewery LLC and Tilray, Inc. are wholly-owned subsidiaries whose total assets and total
revenues excluded from management’ s assessment and our audit of internal control over financial reporting
represent 0.4% and 9.7% of total assets, respectively and 5.6% and 3.7% of total revenues, respectively, of the
related consolidated financial statement amounts as of and for the year ended May 31, 2021.
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Definition and Limitations of Internal Control over Financial Reporting

A company’sinternal control over financial reporting is a process designed to provide reasonabl e assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposesin
accordance with generally accepted accounting principles. A company’sinternal control over financia reporting
includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statementsin accordance
with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial statements.

Because of itsinherent limitations, interna control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changesin conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current period audit of

the consolidated financial statements that were communicated or required to be communicated to the audit
committee and that: (i) relate to accounts or disclosures that are material to the consolidated financia statements and
(i) involved our especially challenging, subjective, or complex judgments. The communication of critical audit
matters does not alter in any way our opinion on the consolidated financial statements, taken as awhole, and we are
not, by communicating the critical audit matters below, providing separate opinions on the critical audit matters or
on the accounts or disclosures to which they relate.

Impairment Assessment of Goodwill and Indefinite-lived Intangible Assets for the Business under devel opment
Reporting Unit

Asdescribed in Notes 3, 9 and 11 to the consolidated financial statements, the Company’s consolidated goodwill
and indefinite-lived intangible assets balances were $2,832.8 million and $412.0 million respectively at May 31,
2021. The goodwill associated with the Business under development reporting unit was $336.8 million at May 31,
2021. Management conducts an impairment assessment annually in the fourth quarter, or more frequently if events
or changes in circumstances indicate that the carrying value of goodwill or indefinite-lived intangibles may not be
recoverable. Impairment is recognized by comparing the fair value of the reporting unit to its carrying value. Fair
value amounts are estimated by management using a discounted cash flow model. Management’ s cash flow models
included significant judgements and assumptions relating to future cash flows, growth rates and discount rates.

The principal considerations for our determination that performing procedures relating to the impairment assessment
of goodwill and indefinite-lived intangible assets for the Business under development reporting unit is a critical
audit matter are (i) the significant judgement required by management when developing the estimate of the fair
value of the reporting unit; and (ii) a high degree of auditor judgement, subjectivity and effort in performing
procedures to evaluate management’ s significant assumptions, including future cash flows, growth rates and
discount rates.

Addressing the matter involved performing procedures and evaluating audit evidence, in connection with forming
our overall opinion on the consolidated financial statements. These procedures included testing the effectiveness of
controls relating to management’ s goodwill and indefinite-lived intangibl e assets impairment assessment over the
determination of the fair value of the Business under development reporting unit. These procedures also included,
among others, (i) testing management’ s process for developing the fair value estimates of the Business under
development reporting unit; (ii) evaluating the appropriateness of the underlying discounted cash flow models; (iii)
testing the completeness and accuracy of underlying data used in the models; and (iv) evaluating the reasonableness
of the significant assumptions used by management, including the future cash flows, growth rates and discount rates.
Eval uating management’ s significant assumptions related to future cash flows, growth rates and the discount rates
involved evaluating whether the assumptions used by management were reasonable considering (i) the current and
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past performance of the reporting unit; (ii) the consistency with external market and industry data; (iii) sensitivities
over significant inputs and assumptions; and (iv) whether these assumptions were consistent with evidence obtained
in other areas of the audit.

Fair value measurement of intangible assets acquired and valuation of contingent consideration related to the
acquisition of SweetWater Brewery LLC

Asdescribed in Notes 3 and 10 to the consolidated financial statements, the Company completed the acquisition of
SweetWater Brewery LLC (“ SweetWater”) for net consideration of $380.4 million in 2021, which resulted in a
preliminary estimate of fair value of $257.0 million of intangible assets being recorded. Included in consideration is
contingent consideration of $59.0 million, which is contingent on SweetWater achieving specified EBITDA targets.
The Company accounts for business combinations using the acquisition method which requires recognition of assets
acquired and liabilities assumed at their respective fair values at the date of acquisition. Contingent consideration is
measured at its acquisition-date fair value and included as consideration transferred in a business combination.
Management applied significant judgment in estimating the fair value of intangible assets acquired and the
acquisition-date fair value of contingent consideration, which involved the use of significant estimates and
assumptions with respect to the cash flow projections, the rate of future revenue growth, profitability of the acquired
business and the discount rate, among other factors.

The principal considerations for our determination that performing procedures relating to the fair value measurement
of intangible assets acquired and valuation of contingent consideration related to the acquisition of SweetWater isa
critical audit matter are (i) the significant judgment by management, including the use of specialists, when
estimating the fair value of the intangible assets acquired; (ii) the high degree of auditor judgment and subjectivity in
performing procedures relating to the fair value measurement of intangible assets acquired and the acquisition-date
fair value of the contingent consideration; (iii) significant audit effort in evaluating the reasonableness of significant
assumptions relating to the estimate, such as the cash flow projections, the rate of future revenue growth,
profitability of the acquired business and the discount rate; and (iv) the audit effort involved the use of professionals
with specialized skill and knowledge.

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming
our overall opinion on the consolidated financial statements. These procedures included testing the effectiveness of
controls relating to the acquisition accounting, including controls over management’ s valuation of the intangible
assets and the contingent consideration including controls over development of the cash flow projections, rate of
future revenue growth, profitability of the acquired business, and the discount rate assumptions utilized in the
valuation of the intangible assets and contingent consideration. These procedures also included, among others, (i)
reading the purchase agreement; and (ii) testing management’s process for estimating the fair value of the intangible
assets acquired and determining the acquisition-date fair value of the contingent consideration. Testing

management’ s process included evaluating the appropriateness of the valuation methods, testing the compl eteness
and accuracy of data provided by management, and evaluating the reasonableness of significant assumptions related
to the cash flow projections, the rate of future revenue growth, profitability of the acquired business, and the
discount rate for the intangibl e assets and the contingent consideration. Evaluating the reasonableness of the rate of
future revenue growth and the profitability of the acquired business, involved considering the past performance of
the acquired businesses and market comparable results as well as economic and industry forecasts. The discount rate
was evaluated by considering the cost of capital of comparable businesses and other industry factors. Professionals
with specialized skill and knowledge were used to assist in the evaluation of the appropriateness of the Company’s
valuation models and the reasonability of the discount rate.

Fair value measurement of intangible assets acquired related to the reverse acquisition of Tilray, Inc.

Asdescribed in Notes 1, 3 and 10 to the consolidated financial statements, the Company entered into a plan of
arrangement in 2021 with Aphria Inc. pursuant to which the Company acquired all of the issued and outstanding
common shares of Aphrialnc. The terms of the plan of arrangement resulted in areverse acquisition whereby
Aphriawas determined to be the acquiring entity from an accounting perspective. The Company accounts for
business combinations using the acquisition method which requires recognition of assets acquired and liabilities
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assumed at their respective fair values at the date of acquisition. The total fair value of consideration transferred was
$3,204.9 million, which resulted in a preliminary estimate of fair value of $1,079.0 million of intangible assets being
recorded. Management applied significant judgment in the preliminary estimate of fair value of the intangible assets
acquired, which involved the use of significant estimates and assumptions with respect to the cash flow projections,
the rate of future revenue growth, profitability of the acquired business and the discount rate, among other factors.

The principal considerations for our determination that performing procedures relating to the preliminary estimate of
fair value of intangible assets acquired in the reverse acquisition of Tilray, Inc. isacritical audit matter are (i) the
significant judgment by management, including the use of specialists, when estimating the fair value of intangible
assets; (ii) the high degree of auditor judgment and subjectivity in performing procedures relating to the fair value
measurement of intangible assets acquired; (iii) significant audit effort in evaluating the reasonableness of
significant assumptions relating to the estimate, such as the cash flow projections, rate of future revenue

growth, profitability of the acquired business and the discount rate; and (iv) the audit effort involved the use of
professionals with specialized skill and knowledge.

Addressing the matter involved performing procedures and evaluating audit evidence in connection with forming
our overall opinion on the consolidated financial statements. These procedures included testing the effectiveness of
controls relating to the acquisition accounting, including controls over management’ s valuation of the intangible
assets and controls over the development of the cash flow projections, rate of future revenue growth, profitability of
the acquired business and the discount rate assumptions utilized in the valuation of the intangible assets. These
procedures also included, among others, (i) reading the purchase agreement; and (i) testing management’ s process
for estimating the fair value of the intangible assets acquired. Testing management’ s process included evaluating the
appropriateness of the valuation methods, testing the completeness and accuracy of data provided by management,
and evaluating the reasonableness of significant assumptions related to the cash flow projections, rate of future
revenue growth, profitability of the acquired business and the discount rate. Evaluating the reasonabl eness of the
rate of future revenue growth and the profitability of the acquired business involved considering the past
performance of the acquired businesses and market comparable results as well as economic and industry forecasts.
The discount rate was evaluated by considering the cost of capital of comparable businesses and other industry
factors. Professionals with specialized skill and knowledge were used to assist in the evaluation of the
appropriateness of the Company’s valuation models and the reasonableness of the discount rate.

/s/PricewaterhouseCoopers LLP

Chartered Professional Accountants, Licensed Public Accountants
Toronto, Canada
July 28, 2021

We have served as the Company's auditor since 2017.
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