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Fluent Corp.

Condensed Interim Consolidated Statements of Financial Position (unaudited)

As of March 31, 2025 and December 31, 2024

(Amounts expressed in thousands of United States Dollars unless otherwise stated)

Notes March 31, 2025 December 31, 2024
Assets
Currentassets
Cash and cash equivalents (includes $4,500 of restricted cash-Note16(d)) $ 30,744  $ 40,106
Accounts Receivable 235 422
Biological assets 4 3,298 3,162
Inventory, net 5 20,051 15,155
Prepaid expenses and other current assets 6 1,824 2,587
Total current assets $ 56,152 $ 61,432
Property and equipment, net 7 $ 53,757 $ 52,200
Intangible assets, net 8 37,315 37,590
Right-of-use assets, net 15 45,523 46,730
Goodwill 9 1,525 1,525
Deferred tax assets 11 1,248 1,039
Other assets 10 6,534 6,476
Total assets $ 202,053 $ 206,992
Liabilities and shareholders' equity
Current liabilities
Accounts payable $ 4439 $ 6,331
Accrued expenses 8,923 8,423
Income taxes payable 11 1,003 1,003
Derivative liabilities 12 1,691 2,148
Short term provision liability 13 5,000 4,957
Current portion of notes payable 14 458 755
Lease obligations - current portion 15 4,943 4,751
Total current liabilities $ 26,457 % 28,368
Notes payable, net of current portion and financing costs 14 $ 69,261 $ 68,775
Lease obligations, net of current portion 15 51,168 51,727
Deferred tax liability 11 5,542 4,817
Uncertain tax position 11 48,176 43,314
Long term provision liability 13 8,980 9,044
Convertible notes, net 14 6,729 6,482
Other long-term liabilities 3,447 3,447
Total long-term liabilities $ 193,303 $ 187,606
Total liabilities $ 219,760  $ 215,974
Shareholders' equity
Share capital 16 $ 206,419 $ 206,419
Share-based compensation reserve 7,300 7,275
Equity conversion feature 7,097 7,097
Warrants 29,634 29,634
Accumulated deficit (266,961) (258,211)
Accumulated other comprehensive loss (1,196) (1,196)
Total shareholders' equity $ (17,707) $ (8,982)
Total liabilities and shareholders' equity $ 202,053 $ 206,992

The accompanying notes are an integral part of these condensed interim consolidated financial statements
Nature of operations (Note 1)

Basis of preperation (Note 2)

Business combination (Note 3)

Commitments and contingencies (Note 18)

Related-party transactions (Note 19)

Financial instruments and financial risk management (Note 20)
Capital management (Note 21)

Supplemental cash flow information (Note 23)

Employee retention tax credits (Note 24)

Subsequent events (Note 25)

Approved on behalf of the Board:
Robert Beasley Patricia Fonseca
Chief Executive Officer Chief Financial Officer
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Fluent Corp.

Condensed Interim Consolidated Statements of Income (Loss) and Comprehensive Loss (unaudited)
For the three months ended March 31, 2025 and March 31, 2024

(Amounts expressed in thousands of United States Dollars unless otherwise stated)

For the three months
ended March 31,

Notes 2025 2024

Revenue, net $ 26,717 $ 25,227
Costof goods sold 14,195 12,966
Gross profit before fair value adjustments $ 12,522 $ 12,261
Fair value adjustments on inventory sold $ (301) $ 1,628
Unrealized gain on changes in fair value of biological assets 4 3,025 1,047
Gross profit $ 15,246 $ 14,936
Operating expenses:

General and administrative 17 $ 4,894 $ 3,963

Sales and marketing 17 6,319 5,434

Depreciation and amortization 2,025 1,730

Share-based compensation 25 49
Total operating expenses $ 13,263 $ 11,176
Income from operations $ 1,982 $ 3,760
Other expense (income):

Finance costs, net 22 $ 4,423 $ 4711

Gain on change in fair value of derivative liability 12 (457) (1,687)

Loss on disposal of assets - 212

Other expense, net 12 2
Total other expense $ 3,978 $ 3,238
Net income (loss) before income taxes $ (1,996) $ 522
Income taxexpense 11 6,754 4,685
Net comprehensive loss $ (8,750) $ (4,163)
Netloss per share

Basic and diluted - continuing operations $ (0.02) $ (0.01)
Weighted average number of shares

Basic number of shares 473,275,109 299,529,367

Diluted number of shares 700,015,970 342,504,514

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



Fluent Corp.

Condensed Interim Consolidated Statements of Changes in Shareholders’ Equity (unaudited)
For the three months ended March 31, 2025 and year ended December 31, 2024
(Amounts expressed in thousands of United States Dollars unless otherwise stated)

Share capital Reserves
Accumulated
Number of Number of Share-based Equity other Total
unrestricted exchangable compensation conversion Accumulated comprehensive shareholders'
common shares shares Amount reserve feature Warrants deficit loss equity
Balance, December 31, 2023 299,529,367 - $ 183,690 6,739 $ 6,677 29,634 $ (217,821) $ (334) $ 8,585
Common shares issued in business combination (Note 16 d.) 171,547,344 - 12,014 - - - - - 12,014
Exchangable shares issued in business combination (Note 16 c.) - 153,069,395 10,715 - - - - - 10,715
Restricted stock units and options (Note 16) 364,845 - - 306 - - - - 306
Shares issued for board fees (Note 16 a. and b.) 865,382 - - 230 - - - - 230
Issuance of Bridge Note (Note 14 h.) - - - - 420 - - - 420
Net loss - - - - - - (40,390) - (40,390)
Other comprehensive loss, net of tax - - - - - - - (862) (862)
Balance, December 31, 2024 472,306,938 153,069,395 $ 206,419 7,275 S 7,097 29,634 $ (258,211) $ (1,196) $ (8,982)
Shares issued for board fees (Note 16 b.) 1,657,063 - - - - - - -7 -
Restricted stock units and options (Note 16) - - - 25 - - - - 25
Net loss - - - - - - (8,750) - (8,750)
Other comprehensive loss, net of tax - - - - - - - - -
Balance, March 31, 2025 473,964,001 153,069,395 $ 206,419 7,300 $ 7,097 29,634 $ (266,961) $ (1,196) $ (17,707)

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



Fluent Corp.

Condensed Interim Consolidated Statements of Cash Flows (unaudited)

For the three months ended March 31, 2025 and 2024

(Amounts expressed in thousands of United States Dollars unless otherwise stated)

For the three months ended March 31,

2025 2024
Cash flows used in, provided by operating activities
Net loss S (8,750) S (4,163)
Adjustments for non-cash items:
Unrealized gain on changes in fairvalue of biological assets (3,025) (1,047)
Realized loss, (gain) on fair value amounts included in invento 301 (1,628)
Share-based compensation expense 25 49
Depreciation and amortization 4,553 3,703
Accretion and interest expense 4,332 4,686
Loss on disposition of fixed assets - 212
Net change in fair value of derivative (457) (1,687)
Uncertain tax position 4,862 -
Deferred tax expense 516 1,216
Net change in non-cash working capital
Accounts receivable 187 (17)
Biological assets (5,541) (3,551)
Inventory 3,233 3,939
Prepaid expenses and other current assets 763 747
Right of use assets/liabilities (1,000) (1,317)
Other assets (58) (90)
Accounts payable (1,892) 630
Accrued liabilities 500 (4,192)
Otherlong-term liabilities - (375)
Income taxes - 6,938
Net cash (used in), provided by operating activities S (1,451) $ 4,053
Cash flows provided by (used in) investing activies
Purchases of propertyand equipment (4,179) (2,948)
Net cash used in investing activities S (4,179) $ (2,948)
Cash flows used in financing activies
Payment of lease obligations (1,051) (765)
Principal repayments of notes payable (2,681) (2,340)
Net cash used in financing activities S (3,732) $ (3,105)
Net decrease in cash (9,362) (2,000)
Cash, beginning of period 40,106 10,521
Cash, end of period S 30,744 S 8,521

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



Fluent Corp.

Notes to the Condensed Interim Consolidated Financial Statements (unaudited)
As of March 31, 2025 and December 31, 2024

(Amounts expressed in thousands of United States Dollars unless otherwise stated)

1. Nature of Operations

Fluent Corp. (formerly Cansortium Inc.) was incorporated under the laws of the Province of Ontario, Canada
pursuant to the Ontario Business Corporations Act. (“OBCA”) on August 31, 2018. The Company’s registered
office is located at 365 Bay Street, Suite 800, Toronto, Ontario, M5H2V1 and its head office is located at 5540
W. Executive Drive, Suite 100, Tampa, Florida 33609.

The Company, through its subsidiaries, is licensed to produce and sell medical cannabis in Florida and Texas
and is licensed to sell medical cannabis in Pennsylvania. In Pennsylvania, the Company’s product portfolio is
comprised of a variety of third-party branded medical cannabis products.

Through its acquisition of RIV Capital Inc. on December 19, 2024, the Company is licensed to produce and sell
both medical and adult-use cannabis in New York. See Note 3 for further details.

The Company’s medical and adult-use cannabis products are offered in oral drops, capsules, topicals, syringes,
dried flower, pre-rolls, cartridges, concentrates, and edibles.

The Company’s operations are organized into four operating segments, resulting in one reportable segment.
All revenues for the three months ended March 31, 2025 and 2024 were generated in the United States.

2. Basis of Preparation
(a) Statement of compliance

The condensed interim consolidated financial statements of the Company have been prepared in
accordance with International Financial Reporting Standards (“IFRS”) as issued by the International
Accounting Standards Board (“IASB”) and interpretations of the IFRS Interpretations Committee
(“IFRIC”). These condensed interim consolidated financial statements have been prepared on a going
concern basis, which contemplates the realization of assets and settlement of liabilities in the normal
course of business as they become due for the near future.

These condensed interim consolidated financial statements were approved and authorized for issuance
by the Board of Directors of the Company on May 29, 2025.

The Company has evaluated the applicability of the IFRS Sustainability Disclosure Standards, including
IFRS S1 and IFRS S2, for the current reporting period. The Company operates exclusively through indoor
cannabis cultivation facilities and, based on this model, has assessed its direct exposure to climate-
related physical risks as limited.

However, the Company acknowledges that indoor operations may still contribute to environmental
impact through high energy consumption, reliance on artificial lighting and HVAC systems, water usage,
and waste generation. These activities may give rise to transitional risks over time, including changes
in energy regulation, carbon pricing mechanisms, local environmental ordinances, and stakeholder
expectations regarding sustainability performance.

While climate-related risks and opportunities are not currently assessed as material to the Company’s
financial position, performance, or prospects, management continues to monitor evolving regulatory
and market developments. The applicability of IFRS S1 and IFRS S2 will be reassessed periodically to
ensure ongoing compliance with sustainability-related disclosure requirements.



Fluent Corp.

Notes to the Condensed Interim Consolidated Financial Statements (unaudited)

As of March

31, 2025 and December 31, 2024

(Amounts expressed in thousands of United States Dollars unless otherwise stated)

(b)

(c)

(d)

Basis of measurement

These condensed interim consolidated financial statements have been prepared on a historical cost
basis except for certain financial assets, derivative and provision liabilities, and biological assets which
are measured at fair value at the financial reporting date.

Historical cost is the fair value of the consideration given in exchange for goods and services measured
at the time of the transaction.

Basis of consolidation

The condensed interim consolidated financial statements include the accounts of the Company and its
wholly and majority-owned subsidiaries. Subsidiaries over which the Company has control are fully
consolidated from the date control commences until the date control ceases. Control exists when the
Company is exposed, or has rights, to variable returns from its involvement with the entity and has the
ability to affect those returns through its power over the entity. In assessing control, potential voting
rights that are currently exercisable are considered. Non-controlling interests in the equity of
consolidated subsidiaries are shown separately in the consolidated statement of income (loss) and
comprehensive income (loss) and in the consolidated statement of changes in shareholders’ equity.
The results of subsidiaries acquired during the year are consolidated from the date of acquisition. All
intercompany balances and transactions are eliminated on consolidation. The information below lists
the Company’s subsidiaries that are included in these condensed interim consolidated financial
statements and the ownership interest held as of March 31, 2025 and December 31, 2024, respectively.

% Ownership % Ownership
March 31, 2025 December 31, 2024
Cansortium Holdings LLC 100% 100%
Cansortium Pennsylvania, LLC 100% 100%
Cansortium Puerto Rico, LLC 100% 100%
Cansortium Texas, LLC 100% 100%
Cansortium Canada Holdings Inc. 100% 100%
Fluent Servicing, LLC 100% 100%
Cansortium Brazil Ltda. 100% 100%
Cansortium Florida, LLC 100% 100%
Cansortium Colombia S.A.S. 50% 50%
Spirit Lake Road Nursery, LLC 100% 100%
Cavern Capital Holdings LLC 100% 100%
Fluent Hemp LLC 100% 100%
Cansortium International Inc. 100% 100%
Trick Tail Capital LLC 100% 100%
RIV Capital Inc. 100% 100%
2683922 Ontario Inc. 100% 100%
RIV Capital US Corp. 100% 100%
RIV Capital US Services LLC 100% 100%
Allgro Holdings LLC 100% 100%
Etain, LLC 100% 100%

Material accounting policy information

The condensed interim consolidated financial statements have been prepared in accordance with
International Accounting Standard (“IAS”) 34 — Interim Financial Reporting, following the same



Fluent Corp.

Notes to the Condensed Interim Consolidated Financial Statements (unaudited)

As of March

31, 2025 and December 31, 2024

(Amounts expressed in thousands of United States Dollars unless otherwise stated)

(e)

(f)

(s)

accounting policies and methods of application as those disclosed in the annual audited consolidated
financial statements for the years ended December 31, 2024, and 2023. These condensed interim
consolidated financial statements should be read in conjunction with the annual consolidated financial
statements of the Company for the years ended December 31, 2024, and 2023, including the
accompanying notes thereto.

Critical accounting judgments, estimates and assumptions

The preparation of the Company’s condensed interim consolidated financial statements requires
management to make judgments, estimates and assumptions that affect the application of policies and
reported amounts of assets, liabilities, and revenue and expenses. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that
period or in the period of the revision and future periods if the review affects both current and future
periods.

Critical judgments, estimates and assumptions that have the most significant effect on the amounts
recognized on these condensed interim consolidated financial statements have been set out in Note 4
of the audited annual consolidated financial statements for the years ended December 31, 2024, and
2023.

Accounting standards and amendments issued and adopted

Certain new accounting standards, amendments, and interpretations have been published that are
effective in the current period and are either not applicable to the Company or have been assessed by
the Company and do not have a material impact on results.

Accounting standards and amendments issued but not yet adopted or effective
IFRS 18, Presentation and Disclosure in Financial Statements

In April 2024, the 1ASB issued IFRS 18, Presentation and Disclosure in Financial Statements ("IFRS 18"),
which replaces IAS 1, Presentation of Financial Statements. The new guidance is expected to improve
the usefulness of information presented and disclosed in the financial statements of companies. IFRS
18 introduces a defined structure for the statement of income (or loss), where companies will be
required to present separate categories of income and expenses for operating, investing, and financing
activities with prescribed subtotals for each new category. IFRS 18 also requires disclosure of
management-defined performance measures and includes new requirements for aggregation and
disaggregation of financial information.

IFRS 18 does not modify the recognition and measurement provisions of items in the financial
statements. However, since items within the statement of income (or loss) must be classified into one
of five categories (operating, investing, financing, taxes on income, and discontinued operations), it
may impact the entity's operating income. The publication of IFRS 18 has also resulted in consequential
narrow scope amendments to other accounting standards, including IAS 7, Statement of Cash Flows,
and IAS 34, Interim Financial Reporting.

IFRS 18 is effective for annual reporting periods beginning on or after January 1, 2027, and is to be
applied retrospectively. Early adoption is permitted, but will need to be disclosed. The Company is



Fluent Corp.

Notes to the Condensed Interim Consolidated Financial Statements (unaudited)
As of March 31, 2025 and December 31, 2024

(Amounts expressed in thousands of United States Dollars unless otherwise stated)

currently assessing the impact of IFRS 18, including the impact of the consequential amendments to
other accounting standards, on its condensed interim consolidated financial statements. The Company
expects IFRS 18 will result in changes in the way financial information is organized and presented
internally to align with the standard’s structure. The Company will also assess alignment of IFRS 18
requirements with its reportable segment disclosures under IFRS 8.

Amendments to IFRS 9 and IFRS 7 — Amendments to the Classification and Measurement of Financial
Instruments

In May 2024, the IASB issued amendments to IFRS 9, Financial Instruments (“IFRS 9”) and IFRS 7,
Financial Instruments: Disclosures (“IFRS 7”). The amendments clarify the date of recognition and
derecognition of financial assets and liabilities, clarify and add further guidance for assessing whether
a financial asset meets the “solely payments of principal and interest” criterion, add new disclosures
for financial instruments with contractual terms that can change cash flows, and update the disclosure
for equity investments designated at FVTOCI. The amendments are effective for annual reporting
periods beginning on or after January 1, 2026, with earlier adoption permitted. The Company is
currently assessing the impact of the amendments on its condensed interim consolidated financial
statements.

Certain other new amendments and interpretations have been published that are effective in future
annual reporting periods that are either not reasonably expected to be relevant for the Company or
are not anticipated to have a material impact on results. The Company intends to adopt these standards
when they become effective.

3. Business Combination

On May 30, 2024, the Company and RIV Capital Inc. (“RIV Capital”) entered into a definitive arrangement
agreement pursuant to which the Company would acquire all of the issued and outstanding Common Shares
in exchange for common shares of the Company (the “RIV Transaction”). RIV Capital, through its subsidiary
Etain LLC, is a vertically integrated cannabis company licensed in New York state to cultivate, manufacture,
process, and distribute both medical and adult-use cannabis in both retail and wholesale markets. Through
the RIV Transaction, the Company would have access to cannabis operations in New York state and have
access to RIV Capital’s significant cash balance, which will enable to the Company to continue its growth
objectives. Expected synergies include cultivation, processing, and operating efficiencies, corporate
integration and elimination of duplicative public company costs in the combined company.

On December 19, 2024, following receipt of requisite shareholder and regulatory approvals, the RIV
Transaction was effected and RIV Capital shareholders received 1.245 Fluent common shares in exchange for
each RIV share held. This resulted in the issuance of 171,547,344 Fluent common shares. As the Company
acquired 100% of the issued and outstanding common shares of RIV Capital, there is no resulting non-
controlling interest.

In connection with the RIV Transaction, the Company created a new class of non-voting exchangeable shares
(the “Fluent Exchangeable Shares”) that are convertible into Fluent common shares on a one-for-one basis.
The Company issued 153,069,395 to The Hawthorne Collective, a previous creditor of RIV Capital, at closing.
See Note 16c.

The fair values of the identifiable assets acquired and liabilities assumed as at the acquisition of control date
of December 19, 2024, were as follows:

10



Fluent Corp.

Notes to the Condensed Interim Consolidated Financial Statements (unaudited)
As of March 31, 2025 and December 31, 2024

(Amounts expressed in thousands of United States Dollars unless otherwise stated)

(1)

RIV Capital
IDENTIFIABLE ASSETS ACQUIRED
Cash and cash equivalents S 39,501
Accounts receivable and other receivables 231
Inventory 6,697
Biological assets 350
Prepaid expenses 75
Other current assets 97
Right-of-use assets 14,169
Property, plant, and equipment 18,650
Intangible assets 7,375
Other long-term assets 5,077
Deferred tax assets 1,021
Total assets acquired at fair value 93,243
LIABILITIES ASSUMED
Accounts payable and accrued liabilities 7,074
Lease liabilities 14,169
Provision liabilities 13,981
Loyalty program liabilities 69
Total liabilities acquired at fair value 35,293
Bargain purchase (44,520)
Total purchase price 13,430

As the fair value of identifiable net assets exceeded the fair value of consideration transferred, a bargain
purchase gain was recognized in the Company’s annual consolidated statement of income (loss) and
comprehensive income (loss) for the year ended December 31, 2024. No goodwill arose from the business
combination with RIV Capital.

The total fair value of consideration payable pursuant to the RIV Transaction as at the acquisition of control
date was as follows:

Total

Common share consideration 12,008
Settlement of pre-existing relationship

Exchangeable shares issued(®) 10,715

Settlement of Bridge Note payable(? (9,293)

Total fair value of consideration $ 13,430

Concurrently with closing of the RIV Transaction, the Company issued the Fluent Exchangeable Shares to The Hawthorne Collective in
exchange for the Hawthorne Notes receivable which were issued by RIV Capital. The Hawthorne Notes receivable were set-off against
the balance of the Bridge Note payable plus accrued interest owing by the Company to RIV Capital prior to closing.

11



Fluent Corp.

Notes to the Condensed Interim Consolidated Financial Statements (unaudited)
As of March 31, 2025 and December 31, 2024

(Amounts expressed in thousands of United States Dollars unless otherwise stated)

(2)

Represents the principal amount of the Bridge Note payable of $8,975 plus accrued interest of $318 that was set-off in connection with
the RIV Transaction.

Common share and Fluent Exchangeable Share consideration were measured using the Fluent share price on
the date of the RIV Transaction. The RIV Transaction did not include any contingent or deferred consideration.
Total consideration was allocated to the estimated fair values of the assets acquired and liabilities assumed
as at the date of the acquisition of control, being December 19, 2024. These estimated fair values involve
significant judgement and assumptions. Specifically, the estimated fair values of certain intangible assets
acquired were based upon management’s projections of cash flows expected to be derived from the use of
these assets. Such cash flow projections reflect judgement regarding management’s expectations of the
impact of IRC Section 280E. Identifiable intangible assets acquired through the RIV Transaction include
cannabis license rights in New York and the Etain brand. No indemnification arrangements were recognized
or assumed.

The Company consolidates the results of RIV Capital from the acquisition of control date, being December 19,
2024. The Company’s consolidated statements of income (loss) and comprehensive income (loss) for the three
months ended March 31, 2025 include net revenue of $3,721 and net loss of ($2,489) from RIV Capital (three
months ended March 31, 2024 — not applicable).

The purchase price allocation remains provisional as at March 31, 2025.

Biological Assets

The Company’s biological assets consist of cannabis plants which are not yet harvested. A reconciliation of the
beginning and ending balances of biological assets for the three months ended March 31, 2025 and the year

ended December 31, 2024 is as follows:

March 31, December 31,

2025 2024
Balance at beginning of period $ 3,162 $ 331
Acquired through business combination - 350
Costincurred until harvest 5,587 17,552
Effect of unrealized change in fair value of biological assets 3,025 7,872
Transferred to inventory upon harvest (8,476) (22,943)
Balance at end of period $ 3,298 $ 3,162

As of March 31, 2025 and December 31, 2024, all biological assets were live plants. The Company measures
its biological assets at their fair value less costs to sell. This is determined using a model which estimates the
expected harvest yield in grams for plants currently being cultivated, and the expected selling price less costs
to sell per gram.

The fair value measurements for biological assets have been categorized as Level 3 in the IFRS 13 fair value
hierarchy as there is no actively traded commodity market for plants or dried products. The Company’s method
of accounting for biological assets attributes value accretion on a straight-line basis throughout the life of the
biological asset from initial cloning to the point of harvest.

These estimates are subject to volatility in market prices and a number of uncontrollable factors, which could

significantly affect the fair value of biological assets which will affect the amount reflected in the gain or loss
on biological assets in future periods.
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Fluent Corp.

Notes to the Condensed Interim Consolidated Financial Statements (unaudited)
As of March 31, 2025 and December 31, 2024

(Amounts expressed in thousands of United States Dollars unless otherwise stated)

The following table quantifies each significant unobservable input for Florida and Texas cultivations, and
provides the impact a 10% increase or decrease in each input would have on the fair value of biological assets:

As at March 31, 2025 As at December 31, 2024

Assumptions: Input 10% Change Input 10% Change
(i) Weighted average of expected loss of plants until harvest (a) 5% $14 5% $15
(i)  Expected yields (dry grams of cannabis per plant) (b) 71 $287 85 $279
... Weighted average number of growing weeks completed as a percentage of total

(it growing weeks as at period end 55% $287 51% $279
(iv)  FLestimated selling price (per gram) (c) $8.24 per gram $887 $7.87 per gram $1,240
(v)  FLcost to complete and sell, including reasonable margin (per gram) $3.29 per gram $600 $3.34 per gram $961

(a) Weighted average of expected loss of plants until harvest represents the expected loss of plants that will not survive to the point of
harvest. It does not include any financial loss on a surviving plant.

(b) Expected average yields for cannabis plants vary based on the mix of strains existing at each reporting date.

(c) The estimated selling price per gram represents the actual sales price for the Company’s various strains sold as retail products. The
selling price is impacted by the mix of expected THC levels from the plants.

The Company estimates the harvest yields for cannabis at various stages of growth. As at March 31, 2025, it is
expected that the Company’s biological assets will yield approximately 3,790,159 grams of dry cannabis when
harvested (December 31, 2024 — 5,005,531 grams) for Florida and Texas. As at March 31, 2025 and December
31, 2024, the Company had 53,170 and 63,168 plants that were classified as biological assets, respectively, for
Florida and Texas. The company’s average cultivation cycle length for plants is approximately 13 weeks.

The following table quantifies each significant unobservable input for New York cultivation, and provides the
impact a 10% increase or decrease in each input would have on the fair value of biological assets:

As at March 31, 2025

Assumptions Input 10% Change
(i) Weighted average of expected loss of plants until harvest (a) 6% $3

(ii) Expected yields forcannabis plants (average grams per plant) 155 $46
(iii) Weighted average number of growing weeks completed as 43% $a6
percentage of total growing weeks as at period end

(iv) FLEstimated selling price per gram (c) $1.08 per gram $56

(v) FLCostto sell pergram perflowerand trim, respectively $0.20 per gram $10

The Company estimates the harvest yields for New York cannabis at various stages of growth. As at March 31,
2025, it is expected that the Company’s biological assets will yield approximately 1,218,844 grams of dry
cannabis when harvested (December 31, 2024 — 467,372 grams) for New York. As at March 31, 2025 and
December 31, 2024, the Company had 8,342 and 6,533 plants that were classified as biological assets,
respectively, for New York.

5. Inventory

As of March 31, 2025 and December 31, 2024, inventory consisted of the following:
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Fluent Corp.

Notes to the Condensed Interim Consolidated Financial Statements (unaudited)

As of March 31, 2025 and December 31, 2024

(Amounts expressed in thousands of United States Dollars unless otherwise stated)

March 31, December 31,
2025 2024
Supplies, packaging and materials S 2,536 S 2,500
Work in progress 6,949 7,608
Finished goods 10,817 5,047
Inventory reserve -
Balance at end of period S 20,051 S 15,155

Inventory material costs included in the cost of goods sold during the three months ended March 31, 2025
and 2024 were $2,465 and $4,279, respectively. Salaries and benefits charged to cost of goods sold during the
three months ended March 31, 2025 and 2024 and were $2,970 and $2,529, respectively. Capitalized
depreciation expensed to costs of goods sold for the three months ended March 31, 2025 and 2024 were 1,695

and $1,293, respectively.

6. Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets consist of the following:

March 31, December 31,
2025 2024
Prepaid insurance 325 S 344
Other prepaid expenses 275 265
Tenant improvement allowance 690 490
Prepaid inventory 78 524
Insurance 331 786
Other current assets 125 178
Balance at end of period 1,824 S 2,587

7. Property and Equipment

A reconciliation of the beginning and ending balances of property and equipment for the three months ended

March 31, 2025 and the year ended December 31, 2024, is as follows:
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Fluent Corp.

Notes to the Condensed Interim Consolidated Financial Statements (unaudited)
As of March 31, 2025 and December 31, 2024

(Amounts expressed in thousands of United States Dollars unless otherwise stated)

Furtinure and Computer  Manufacturing Leasehold Construction

Land Fixtures Equipment equipment  improvements in Progress Vehicles Total
Cost
Balanceas of January 1, 2024 212 1,590 2,125 11,083 42,429 894 458 58,791
Acquired through business combin - 235 - 3,066 5,934 9,335 80 18,650
Additions - 25 83 1,219 3,858 10,938 50 16,173
Disposals (212) (131) (25) - (624) - - (992)
Balance as of December 31, 2024 - 1,719 2,183 15,368 51,597 21,167 588 92,622
Accumulated depreciation
Balanceas of January 1, 2024 - 725 1,557 5,459 23,247 - 161 31,149
Additions - 213 342 1,650 7,780 - 51 10,036
Disposals - (128) (25) - (610) - - (763)
Balance as of December 31, 2024 - 810 1,874 7,109 30,417 - 212 40,422
Property and equipment, net $ - $ 909 $ 309 $ 8,259 $ 21,180 $ 21,167 S 376 $ 52,200
Cost
Balance as of January 1, 2025 - 1,719 2,183 15,368 51,597 21,167 588 92,622
Acquired through business combin - -
Additions - 2 - 303 355 3,519 - 4,179
Disposals - - - - - - - -
Balance as of March 31, 2025 - 1,721 2,183 15,671 51,952 24,686 588 96,801
Accumulated depreciation
Balance as of January 1, 2025 - 810 1,874 7,109 30,417 - 212 40,422
Additions - 65 42 555 1,942 - 18 2,622
Disposals - - - - - - - -
Balance as of March 31, 2025 - 875 1,917 7,664 32,359 - 230 43,044
Property and equipment, net $ - $ 847 $ 266 $ 8,007 $ 19,593 $ 24,686 S 358 $ 53,757

For the three months ended March 31, 2025 and the year ended December 31, 2024, the Company charged
$1,693 and $7,233 of depreciation to the production of biological assets and inventory, respectively.

As at March 31, 2025 and December 31, 2024, respectively, the Company assessed its property and equipment
for indicators of impairment and determined none were present.

8. Intangible Assets

Intangible assets consist of cannabis licenses, trademarks, and brands. A reconciliation of the beginning and
ending balances of intangible assets for the three months ended March 31, 2025 and the year ended December
31, 2024, is as follows:
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Licenses Trademarks and Computer

Amortized Cost Indefinite Lived brands Software Total
Cost
Balance as of January 1, 2024 709 93,256 8,850 - 102,815
Acquired through business combination - 7,080 263 32 7,375
Additions 1,332 - - - 1,332
Disposals - - - - -
Impairment - (64,285) - - (64,285)
Balance as of December 31, 2024 2,041 36,051 9,113 32 47,237
Accumulated amortization
Balance as of January 1, 2024 380 - 8,842 - 9,222
Additions 417 - 8 - 425
Disposals - - - - -
Balance as of December 31, 2024 797 - 8,850 - 9,647
Intangible assets, net S 1,244 S 36,051 S 263 $ 32§ 37,590
Balance as of January 1, 2025 2,041 36,051 9,113 32 47,237
Additions - - - - -
Disposals - - - - -
Impairment - - - - -
Balance as of March 31, 2025 2,041 36,051 9,113 32 47,237
Accumulated amortization
Balance as of January 1, 2025 797 - 8,850 - 9,647
Additions 266 - - 9 275
Disposals - - - - -
Balance as of March 31, 2025 1,063 - 8,850 9 9,922
Intangible assets, net S 978 $ 36,051 S 263 S 23§ 37,315

The Company’s licenses include various cannabis licenses in Florida, New York, Pennsylvania, and Texas. As
discussed in Note 3h of the Company’s annual consolidated financial statements for the years ended
December 31, 2024 and 2023, the Company amortizes its renewable cannabis licenses on a straight-line basis
over each two-year term. Cannabis licenses acquired through business combination are recorded as indefinite
life intangible assets and are tested for impairment annually at each year-end, or more frequently if indicators
of impairment are present.

Annual impairment testing involves determining the recoverable amount of the CGU(s) to which goodwill and
indefinite life intangibles are allocated and comparing this to the carrying value of the CGU. As required by IAS
36, Impairment of Assets, goodwill and intangible assets are tested annually for impairment, or more
frequently if indicators are present that suggest the carrying value may not be recoverable. Accordingly, the
Company performed its annual impairment test of goodwill and indefinite life intangible assets at December
31, 2024. As at March 31, 2025, the Company determined no impairment indicators were present to suggest
the carrying amount may not be recoverable. As such, no impairment testing was performed.

As at December 31, 2024, the carrying value of the definite and indefinite life intangible assets related to the
Florida CGU, prior to any impairment charge, was $94,568. The fair value less the costs of disposal of the CGU
was calculated using a discounted cash flow model and level 3 inputs. The fair value less costs of disposal was
determined to be less than the CGU’s carrying value, therefore the Company recorded an impairment of
$64,285. The key assumptions used in the estimates of the recoverable amounts can be found within Note 10
of the Company’s annual consolidated financial statements for the years ended December 31, 2024 and 2023.
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10.

11.

Amortization expense for the three months ended March 31, 2025 and year ended December 31, 2024, were
$275 and $425, respectively. Amortization expense for intangible assets is recorded within depreciation and
amortization expense on the consolidated statements of income (loss) and comprehensive income (loss). The
remaining amortization period for the Florida cultivation and dispensing license as of March 31, 2025 is 1.4
years.

Goodwill

Goodwill as of March 31, 2025 and December 31, 2024 was $1,525, respectively. Goodwill on the Company’s
consolidation statements of financial position is allocated to the Florida CGU, which represents the lowest
level at which goodwill is monitored for internal management purposes.

As of March 31, 2025 and December 31, 2024, the Company did not recognize any impairment to its goodwill
(See Note 8).

Other Assets

Other assets as of March 31, 2025 and December 31, 2024, are comprised of the following:

March 31, December 31,
2025 2024

Other assets
Prepaid rent S 4,509 S 4,509
Security deposits 1,334 1,322
Deferred lease acquisition costs 213 213
Tax payments 190 190
Impact fee, net 155 159
Deposits on fixed assets 134 83
Total other assets S 6,534 $ 6,476

Income Taxes

Income tax expense for the three months ended March 31, 2025 and 2024 consisted of the following:

Three months ended

March 31, March 31,
2025 2024
Currentincome tax expense $ 6,237 $ 3,469
Deferred income tax expense 516 1,216
Total income taxes $ 6,754 $ 4,685

Income tax expense is recognized based on Management’s estimate of the weighted average effective annual
income tax rate expected for the full financial year. The U.S statutory tax rate in effect for the three months
ended March 31, 2025 and 2024 was 21%. The Canadian statutory tax rate in effect for certain of the
Company’s Canadian subsidiaries was 26.5%.

Deferred income tax assets recognized at March 31, 2025 and December 31, 2024 of $1,248 and $1,039,
respectively, relate to deductible temporary differences the Company expects to realize to reduce income
taxes payable in future taxation years within certain of the Company’s U.S. subsidiaries.
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12,

During the year ending December 31, 2024, the Company filed amended tax returns for tax year 2022 using
tax positions based on legal interpretations that challenge the Company's tax liability under IRC Section 280E.
The Company determined that pursuant to IFRIC 23, it is not probable that the challenge to IRC Section 280E
would be sustained. Accordingly, the Company has recognized an uncertain tax position liability on its
consolidated statement of financial position as at March 31, 2025 and December 31, 2024 of $48,176 and
43,314, respectively. The uncertain tax position includes tax liabilities and accumulated penalties and interest
on amounts that would otherwise be deemed owing had the uncertain tax position not been taken. Current
income tax expense for the three months ended March 31, 2025 includes an estimate of penalties and interest
accrued on the Company’s uncertain tax position liability. Current income tax expense for the three months
ended March 31, 2024 does not include an estimate of penalties and interest as the Company had not
amended its filing position as at March 31, 2024.

The classification of an uncertain tax liability as current versus non-current on the Company’s condensed
interim consolidated statement of financial position is determined based on the expected timing of cash
payments or benefits to be recognized. The Company does not anticipate these uncertain tax benefits to be
resolved in the next twelve months and anticipates that the total amount of unrecognized tax benefits may
change within the next twelve months for additional uncertain tax positions taken on a go-forward basis.

Derivative Liabilities

During the three months ended March 31, 2025, the Company’s derivative liability consisted of a convertible
note derivative liability. During the year ended December 31, 2024, the Company’s derivative liabilities
consisted of an equity price guarantee derivative liability and a convertible note derivative liability. A
reconciliation of the beginning and ending balances of the Company’s derivative liabilities during the three
months ended March 31, 2025 and the year ended December 31, 2024, is as follows:

Smith

Equity Price Convertible

Guarantee Note Total
Balance as of December 31, 2023 S 9,109 $ - S 9,109
Addition - 2,723 2,723
Fairvalue change (9,109) (575) (9,684)
Balance as of December 31, 2024 S - S 2,148 § 2,148
Fairvalue change - (457) (457)
Balance as of March 31, 2025 S - $ 1,691 $ 1,691

Price guarantees are recorded as a liability measured at fair value on the consolidated statement of financial
position. In determining the fair value of the price guarantee, these liabilities are marked—to—market at each
reporting period with the change in fair value recorded in the consolidated statements of loss and
comprehensive loss.

Equity Price Guarantee

In connection with the acquisition of the remaining interest of Fluent Servicing on August 15, 2018, the
Company issued 4,400,000 membership interest units of Cansortium Holdings LLC that were exchanged into
4,400,000 common shares (or equivalent proportionate voting shares) of the Company subject to a price floor

of $2.75 (“Equity Price Guarantee”), expiring on March 21, 2021.

On January 16, 2020, the Company completed the restructuring of its existing promissory note issued in
connection with the acquisition of Fluent Servicing, as well as the terms pertaining to the Equity Price
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Guarantee, reducing the price floor from $2.75 to $0.65 per share for the 4,400,000 common shares originally
issued and agreeing to transfer to the seller, Can Endeavour LLC (“Can Endeavour”) an additional 14,215,385
common shares (or equivalent proportionate voting shares) that were previously returned by the Company’s
founders, subject to a price floor of $0.65 per share with expiration on May 23, 2023.

On December 21, 2022, the Company amended its agreement of the terms pertaining to the Equity Price
Guarantee, reducing the price floor from $0.65 to $0.40 per share for the 18,615,385 common shares issued
and agreeing to transfer Can Endeavour an additional 11,634,615 common shares (or equivalent
proportionate voting shares). If Can Endeavour elects to sell some or all of its common shares, and the
proposed purchase price is less than the floor of $0.40 per share, then the Comany shall have the first right to
purchase some or all of its common shares for $0.40 per share. The price floor expires at the earlier of
December 31, 2025 or 20 consecutive days where common shares trade at a minimum of $4.13 while
maintaining a minimum trade volume of 3 million.

In previous periods, the Company used a Monte-Carlo simulation model to estimate the fair value of the Equity
Price Guarantee derivative liability. This is a Level 3 recurring fair value measurement. The key Level 3 inputs
used by management to determine the fair value are the expected future volatility in the price of the
Company’s shares and the expected life of the Equity Price Guarantee.

On November 26, 2024, in connection with the Company’s debt refinancing (discussed herein), the Equity
Price Guarantee liability was legally extinguished, and the fair value of the liability was deemed to be $nil, thus
relieving the Company of any present and future obligations.

During the three months ended March 31, 2025, the Company did not recognize a gain or loss on the
revaluation of the Equity Price Guarantee derivative liability as the liability had been extinguished (three
months ended March 31, 2024 — gain of $1,687). The revaluation is recorded within “net change in fair value
of derivative liability” on the condensed interim consolidated statements of income (loss) and comprehensive
income (loss).

Smith Convertible Note (see Note 14)

On November 26, 2024, in connection with the closing of the Credit Agreement (defined herein), the Company
and William Smith, a director and the Executive Chair of Cansortium, and certain companies controlled by Mr.
Smith, amended and restated the termination agreement dated May 30, 2024, which provided for, among
other things, the termination of the Equity Price Guarantee agreement in exchange for the issuance of a 3-
year $6,500 subordinated promissory note (the “Smith Convertible Note”). Pursuant to the terms of the
Amended Smith Transaction Termination Agreement, the Company paid to the Smith Group a $500 cash fee
and issued to the Smith Group a secured subordinated convertible note in an initial aggregate principal amount
of $6,500 due May 26, 2029, bearing interest of 15%, with all accrued but unpaid interest compounded
quarterly, and prepayable with consent from the Smith Group. The Smith Convertible Note is subordinated in
right of payment to the Credit Agreement and the principal and accrued interest thereunder is convertible, at
the discretion of the Smith Group, into shares at a price of $0.21 per share.

The Company assessed the Smith Convertible Note as a hybrid financial instrument and determined that the
conversion feature did not meet the fixed-for-fixed criteria and therefore could not be classified as equity. The
Company determined the conversion feature qualified as a financial derivative and, accordingly, is initially
measured at fair value and subsequently measured at FVTPL. The Company assessed the Smith Convertible
Note and determined no other embedded derivatives were present.

The Company used a FinCad model to value the convertible debt instrument, which results in a system of two
coupled Black-Scholes equations for the value of the convertible instrument and a system of coupled partial
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13.

differential equations that must be solved simultaneously. The embedded derivative is a Level 3 financial
instrument. Key observable and unobservable inputs to the valuation at initial recognition include the
Company’s share price ($0.06 per share), risk-free rate (4.3%), credit spread (12.5%), and volatility (103%). At
initial recognition, the Company measured the embedded derivative liability at $2,723.

The Company recognized a mark-to-market fair value gain of $457 for the three months ended March 31, 2025
on remeasurement of the embedded derivative (three months ended March 31, 2024 — not applicable), which
is recorded within “net change in fair value of derivative” on the condensed interim consolidated statements
of income (loss) and comprehensive income (loss).

Provision Liability
The Company’s provision liability arose through the RIV Transaction on December 19, 2024.

On December 8, 2023, the New York Cannabis Control Board (“CCB”) approved the Company’s New York
subsidiary’s application to transition to a New York adult-use cannabis operator. The subsidiary had applied
for a Registered Organization Dispensing (“ROD”) license, which allows the entity to participate in all aspects
of vertical integration, including cultivation, processing, distribution, and retail activities. The Office of
Cannabis Management (“OCM”) mandates that an ROD license holder shall pay an adult-use license fee, a
cultivation fee based on canopy space and type, and a one-time $20,000 special fee (the “Special License
Fee”), which is payable in four equal installments upon the achievement of certain milestones, including
separate milestones for the opening of the first and second adult-use co-located retail dispensaries, and
reaching certain gross revenue thresholds.

On February 14, 2024, the Company’s New York subsidiary opened its first adult-use co-located retail
dispensary. In connection with the opening of the Company’s first adult-use dispensary, the first Special
License Fee payment of $5,000 was made to the OCM on January 26, 2024.

In September 2024, Etain LLC opened its second co-located adult-use and medical cannabis retail dispensary.
In connection with the opening of the Company’s second adult-use dispensary, the second Special License Fee
payment of $5,000 was expected to be due to the OCM in March 2025. As at March 31, 2025, no payment had
been made toward the second $5,000 tranche, and the Company was engaged in discussions with the OCM
to arrange deferral of the payment through a payment plan.

The Company determined that the payment of the remaining three tranches of the Special License fee
represents a present obligation arising from past events, being the receipt of the New York ROD license. The
obligation is a known and predictable amount but is of uncertain timing. As at December 31, 2024, in
accordance with IAS 37, Provisions, Contingent Liabilities, and Contingent Assets, the Company recognized a
provision liability equal to the present value of the remaining Special License Fee payments based on
management’s estimates for the expected dates of payment.

The following table presents a summary continuity schedule of the carrying value of the provision liability for
the three months ended March 31, 2025. As the provision liability was recognized in connection with the RIV
Transaction on December 19, 2024, the comparative period continuity for the three months ended March 31,
2024 is not applicable. See Note 3 for further details.
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Three months ended
March 31, 2025

Provision liability - opening balance S 14,001
Accretion expense 137
Remeasurement (157)
Provision liability - ending balance S 13,980
Provision liability - current portion S 5,000
Provision liability - non-current portion S 8,980

14. Notes Payable and Convertible Notes

As of March 31, 2025 and December 31, 2024, notes payable consisted of the following:

March 31, December 31,
2025 2024

Automobile loan (b) S 8 § 10
Credit Agreement (d) 65,361 64,820
Equipment loan (e) 59 64
Convertible debenture (f) 2,681 2,721
Insurance financing (g) 162 450
Cultivation facility loan (i) 1,449 1,465
Smith Convertible Note (j) 6,729 6,482
Total notes payable (a) S 76,448 S 76,012
Less current portion of notes payable (458) (755)
Less convertible note (6,729) (6,482)
Notes payable, net of current portion S 69,261 $ 68,775

(a) Notes payable

A reconciliation of the beginning and ending balances of the notes payable for the three months ended

March 31, 2025 and the year ended December 31, 2024 is as follows:

March 31, December 31,
2025 2024

Balance at the beginning of the period S 76,012 § 61,402
Net proceeds of Bridge Note - 8,403
Derecognition of Bridge Note - (9,001)
Smith Convertible Note - 6,389
Insurance financing - 1,954
Purchase of auto and equipment - 48
Cultivation facility loan - 1,360
Interest and accretion 3,117 15,244
Net proceeds of new Credit Agreement - 64,615
Repayments of principal and interest (2,681) (3,174)
Repayment and derecognition of Senior Secured Term loan - (71,228)
Balance at the end of the period S 76,448 $ 76,012
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Refer to Note 22 for a reconciliation of finance costs for the three months ended March 31, 2025 and 2024.
(b) Automobile loan

Notes payable collateralized by vehicles purchased, bearing interest ranging from 4.59% to 5.44% per annum,
maturing through December 2025.

(c) Senior secured term loan

On April 29, 2021, the Company entered into a senior secured term loan in the amount of $71,000 (the “Term
Loan”). The Term Loan bears interest of 13% per annum, payable quarterly, with a maturity date of April 29,
2025. In connection with the transaction, 12.5 million warrants with an exercise price of $1.20 were issued to
certain participants in the Term Loan. Subject to certain conditions of the Term Loan, the Company has the
ability to prepay the Term Loan as well as to increase the Term Loan by up to $20 million. The Company
assessed the prepayment option and determined that it is closely related as the exercise price of the option
approximates the amortized cost of the note, and as such did not recognize a derivative instrument. The
warrants had a down-round protection feature applicable for the first 60 days after the issuance of the
warrants, which reduced the exercise price in the event the Company issued shares during the period for less
than the exercise price.

As a result, the warrants failed fixed-for-fixed criteria and were accounted for as a derivative liability for the
first 60 days accounted for at FVTPL. The Company valued the warrants at $11,207 based on the following
assumptions used in the Black-Scholes model: exercise price of $1.20, underlying share price of $1.20,
expected life of 4 years, risk-free interest rate of 0.77% and annualized volatility of 113%. See Note 16 for
additional information regarding warrants.

The Company incurred a total of $4,944 of transaction costs in relation to the Term Loan. The Company
allocated $4,164 of transaction costs to the debt and immediately expensed $780 allocated to the warrants.
The fair value of the debt component was measured as the residual value of $52,659 following the deduction
of the warrants value and the transaction costs from the total proceeds received of $68,030.

As part of the Term Loan, the Company was required to be in compliance with the following financial
covenants:

e Minimum liquidity of $4,500 as of September 30, 2024, and December 31, 2023.

e  Minimum debt service coverage ratio of 2.5x.

On June 28, 2021, the down-round protection feature expired, triggering the warrants to meet fixed-for-fixed
criteria and the Company accounted for the warrants as equity instruments. The Company revalued the
warrants at $9,018 with a gain of $2,189 recognized on the change in fair value and reclassified the outstanding
balance to warrants in equity. The Company valued the warrants at $9,018 based on the following assumptions
used in the Black-Scholes model: exercise price of $1.20, underlying share price of $1.01, expected life of 3.84
years, risk-free interest rate of 0.87% and annualized volatility of 113%.

On May 6, 2022 and June 6, 2022, the Company refinanced the Term Loan and completed repayments of the
Term Loan in the aggregate amount of $3,418, incurring a loss on debt settlement of $1,136. Absent the
refinancing on November 26, 2024 discussed herein, the principal amount of the refinanced loan of $65,830
would be due in April 2025 as a balloon payment.

On November 26, 2024, the Company used proceeds received upon closing of the Credit Agreement

(discussed herein) to wholly repay all outstanding principal and accrued interested outstanding under the
Term Loan, eliminating the Term Loan in full.
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(d) Credit Agreement

On November 26, 2024, The Company had closed on a new senior secured credit agreement (the “Credit
Agreement”) of up to $96,500 with Chicago Atlantic Admin, LLC (“Chicago Atlantic”), as administrative agent
for certain lenders. The Credit Agreement bears a cash interest rate of 12.00% per annum and paid-in-kind
interest of 1.00% per annum, and is due to mature on November 26, 2028, at which time a balloon payment
of $74,468 will be due.

The Credit Agreement refinances the existing senior secured term loan (Note 14(c)) that was set to mature in
April 2025, thereby eliminating the previously disclosed requirement that the Company prepay $10,000 upon
the consummation of the business combination with RIV Capital.

The Credit Agreement provides for an initial loan of $71,500 and access to two additional credit lines of
$10,000 for future real estate acquisitions and construction projects, and $15,000 in the event that the
Company were to acquire RIV Capital’s Buffalo cultivation and processing facility following the completion of
the business combination. As of March 31, 2025, the additional credit lines remained undrawn.

The Credit Agreement includes a financial covenant requiring the Company to maintain a minimum
unrestricted cash balance of $4,500, tested at the end of each fiscal quarter, and includes customary terms
and conditions for a financing of this type, including repayment obligations upon the occurrence of certain
events of default thereunder.

The Company records the Credit Agreement as a financial liability at amortized cost using the effective interest
rate method. At initial recognition, the Company recorded a liability of $64,615, which was net of capitalized
debt financing acquisition costs of $3,240. The effective interest rate used for the Credit Agreement is 17.9%.
In accordance with IFRS 9, the debt financing costs are recognized over the term on a systematic basis using
the effective rate of interest.

(e) Equipment loan

The Company’s equipment loans consist of notes payable collateralized by equipment purchased. The
equipment loans bear interest ranging from 0% to 4.494% per annum and carry maturities through December
2029.

(f) Convertible debenture

On April 29, 2022, the Company completed a non-brokered private placement (the “Private Placement”) that
includes a 10.0% unsecured convertible debenture in the principal amount of $3,500 (the “Debenture”), as
well as 3,076,923 pre-funded common share purchase warrants (each a “Pre-Funded Warrant”) at a price of
USS$0.39 per Pre-Funded Warrant, for aggregate gross proceeds of $4,700, resulting in an increase of $1,744
and $70 to equity conversion feature and warrants, respectively. The Debenture will come due in 2032 and
the principal amount then outstanding is convertible into common shares of the Company at a conversion
price of $0.79 per common share. Each Pre-Funded Warrant entitled the holder to purchase one common
share at an additional exercise price of $0.40 per common share (for a total common share issue price equal
to $0.79) for a period of 12 months from the date of issuance. As of March 31, 2025, the principal amount
outstanding under the Debenture was $2,812 and unamortized debt issuance costs was $131.
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(g) Insurance financing

In April 2024, the Company financed insurance in the amount of $1,366, payable monthly with a nine-month
term and an 11.35% interest rate. In September 2024, the Company financed workers compensation insurance
in the amount of $362, payable monthly with a ten-month term. As of March 31, 2025, the total amount
outstanding for financed insurance is $162.

(h) Convertible bridge note

On May 30, 2024, the Company entered into a convertible promissory note (the “Bridge Note”) with RIV
Capital. The Bridge Note was signed at the same time as the “Arrangement Agreement” between Fluent and
RIV Capital (see Note 3). The Bridge Note bears interest of 10% and was set to mature on May 1, 2025, at
which time the principal amount then outstanding and all accrued but unpaid interest was convertible into
common shares of the Company at a conversion price of $0.174 per common share. The Company made an
initial draw of $3,000 under the Bridge Note on May 30, 2024, which resulted in an increase of $190 in equity
conversion feature and $68 in deferred tax. A subsequent draw of $1,000 under the Bridge Note resulted in
an increase of $47 in equity conversion feature and $17 in deferred tax. The final draw of $4,975 under the
Bridge Note resulted in an increase of $249 in equity conversion feature and $66 in deferred tax.

In connection with the RIV Transaction closing on December 19, 2024, the principal and accrued interest owing
under the Bridge Note was legally set-off against the Hawthorne Notes receivable, resulting in net increase to
consideration paid in the business combination of $1,417. No impact was recorded to the Company’s
condensed interim consolidated statements of income (loss) and comprehensive income (loss) during the
three months ended March 31, 2025 or 2024, respectively, as a result of the Bridge Note.

(i) Cultivation facility loan

On May 28, 2024, the Company made an amendment to the Tampa Rosa cultivation lease. Under the terms
of the amendment, the Company is required to pay $1,360 to the landlord (Nittany — see Note 19), subject to
13% simple interest, as consideration for a waiver by the landlord of the Company’s breach of the lease by
failing to obtain landlord’s consent before altering structural support systems, HVAC systems and other parts
of the building. Due to the terms of the lease, the loan is deemed to be unsecured. The Company is required
to make at least six installment payments per year in the amount of at least $45 each with payments first
applied to outstanding interest, then applied to principle. Therefore, accumulated interest is deemed to be
the current portion of notes payable, with principle being attributed to non-current notes payable. All
remaining principal and interest shall be due and payable on May 31, 2027.

(j) Smith Convertible Note

As discussed in Note 12, the Company assessed the Smith Convertible Note and determined that it qualified
as compound financial instrument. The compound financial instrument was therefore bifurcated between its
debt and derivative liability components and measured separately. The debt component was initially recorded
at fair value by discounting the cash flows at a market rate of interest. This resulted in the recognition of a
$6,389 liability within notes payable. The debt component of the Smith Convertible Note is subsequently
measured at amortized cost, and accreted over the term to maturity of May 26, 2029 using the effective
interest rate (16.2%).

During the three months ended March 31, 2025, the Company recognized $246 of accretion expense within

“finance costs, net” on the condensed interim consolidated statement of income (loss) and comprehensive
income (loss) (three months ended March 31, 2024 — not applicable).
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15. Leases

As of March 31, 2025 and December 31, 2024, the Company’s right-of-use assets and lease liabilities related

to leased cultivation and manufacturing facilities, retail dispensaries, and corporate offices located in Florida,
Pennsylvania, Texas, and New York.

(a) Right-of-use assets

March 31, December 31,

2025 2024

Cost

Balance at beginning of period S 68,156 S 48,990
Acquired through business combination - 14,169
Additions 361 5,297
Modifications 88 309
Terminations - (609)
Balance at end of period S 68,605 S 68,156
Accumulated depreciation

Balance at beginning of period S 21,426 S 17,047
Additions 1,656 4,534
Terminations - (155)
Balance at end of period S 23,082 S 21,426
Right-of-use-assets, net S 45,523 $ 46,730

(b) Lease liabilities

March 31, December 31,

2025 2024
Balance at beginning of period S 56,478 S 40,114
Acquired through business combination - 14,169
Additions 561 4,996
Modification 123 716
Terminations - (747)
Interest on lease liabilities 1,236 4,749
Interest payments on lease liabilities (1,236) (4,705)
Principal payments on lease liabilities (1,051) (2,814)
Balance at end of period S 56,111 S 56,478
Less current portion of lease liabilities (4,943) (4,751)
Lease liabilities, net of current portion S 51,168 $ 51,727

The Company’s lease obligation maturity has been disclosed within Note 18.
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16.

Shareholders’ Equity

Share capital

Number of Number of
unrestricted exchangable
common shares shares Amount
Balance, December 31,2023 299,529,367 - S 183,690
Common shares issued in business combination (Note 16 d.) 171,547,344 - 12,014
Exchangable shares issued in business combination (Note 16 c.) - 153,069,395 10,715
Restricted stock units and options (Note 16) 364,845 - -
Shares issued for board fees (Note 16 a. and b.) 865,382 - -
Balance, December 31, 2024 472,306,938 153,069,395 $ 206,419
Shares issued for board fees (Note 16 b.) 1,657,063 - -
Balance, March 31, 2025 473,964,001 153,069,395 $ 206,419

Equity transactions

During the three months ended March 31, 2025 and year ended December 31, 2024, the following transactions
were recorded in shareholders’ equity:

a. On August 28, 2024, the Company issued to its Board of Directors’ members 865,382 common shares as
compensation for their service on the Board of Directors during the second fiscal quarter of 2024, resulting
in an increase in share-based compensation reserve of $113. Shares were issued at fair value, being the
trading price on the date of issuance.

b. On February 7, 2025, the Company issued to its Board of Directors’ members 1,657,063 common shares
as compensation for their service on the Board of Directors during the fourth fiscal quarter of 2024. At
December 31, 2024, the Company had accrued $117 within its share-based compensation reserve for this
issuance.

c. Inconnection with the execution of the RIV Transaction, on December 18, 2024, the day immediately prior
to closing, the Company issued 153,069,395 non-voting Fluent Exchangeable Shares to The Hawthorne
Collective, a previous creditor of RIV Capital, in exchange for the Hawthorne Notes receivable from RIV
Capital. The Fluent Exchangeable Shares represent a newly created class of non-voting shares of the
Company, and are convertible into common shares of Fluent on a one-for-one basis. As the Fluent
Exchangeable Shares are convertible into a fixed number of the Company’s common shares, the fixed-for-
fixed criteria is met, and the Fluent Exchangeable Shares are classified as equity instruments within share
capital of the Company. Exchangeable Shares include nomination, participation, and other rights in favor
of The Hawthorne Collective until converted.

The Fluent Exchangeable Shares form a component of consideration in the RIV Transaction discussed in
Note 3. As outlined in the RIV Transaction agreements, the Hawthorne Notes receivable received in
exchange for the Fluent Exchangeable Shares were legally set-off against the pre-existing lender and
borrower Bridge Note payable instruments in tandem with closing.
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d. On December 19, 2024, the Company issued 171,547,344 common shares to the former shareholders of
RIV Capital, which formed part of the business combination consideration.

Share capital

The Company is authorized to issue an unlimited number of common shares, each with no par value. As of
March 31, 2025, the share capital of the Company is comprised of 449,337,321 common shares, 2,462,668
proportionate voting shares (each proportionate voting share is convertible into ten common shares),
27,500,000 warrants, 9,554,325 stock options, 5,195,770 restricted stock units, and 153,069,395 Exchangeable
Shares. For the purpose of the statement of changes in shareholders’ equity, the proportionate voting shares
have been included as part of common shares based on the 1 for 10 conversion ratio.

Earnings per share have been calculated using the weighted average number of shares outstanding during the
year on a total outstanding and fully diluted basis. The potential conversion of warrants, convertible debt, and
stock options into common shares have also been considered. The weighted average number of basic and
diluted shares are presented in the table below:

March 31, December 31,
2025 2024
Weighted average number of shares - basic 473,275,109 305,528,621
Weighted average warrants 27,500,000 27,500,000
Weighted average convertible debt 31,396,370 3,010,611
Weighted average options 9,554,325 8,862,164
Weighted average restricted stock units 5,220,771 5,372,952
Weighted average exchangeable shares 153,069,395 5,451,787
Weighted Average Number of Shares - Diluted 700,015,970 355,726,134

There was no warrant activity during the three months ended March 31, 2025 and year ended December 31,
2024.

Restricted stock unit activity for the three months ended March 31, 2025 and the year ended December 31,
2024 is as follows:

March 31, December 31,

2025 2024
Outstanding at beginning of period 5,220,770 5,861,320
Granted during the period - 460,000
Forfeited during the period - (650,354)
Redeemed during the period (25,000) (450,196)
Outstanding at end of period 5,195,770 5,220,770
Outstanding RSUs vested at end of period 3,215,511 3,240,511

(1) RSUs redeemed for common shares during the period were issued net of shares withheld to cover employee taxes.

Stock option activity for the three months ended March 31, 2025 and the year ended December 31, 2024 is
summarized below:
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Weighted
Average Exercise
Price

Outstanding as of December 31, 2023 10,061,725 $ 0.31
Granted 1,020,900 $ 0.07
Forfeited (1,493,300) $ 0.46
Expired (35,000) S 0.44
Outstanding as of December 31, 2024 9,554,325 $ 0.26
Outstanding as of March 31, 2025 9,554,325 $ 0.26
Options exercisable as of March 31, 2025 9,070,517 $ 0.28

17.  Expenses by Nature

General and administrative expenses for the three months ended March 31, 2025, and 2024, are as follows:

For the three months ended March 31,

2025 2024
General and administrative
Legal and professional fees S 1,201 $ 1,894
Salaries and benefits 2,604 1,392
Insurance 411 379
Facility expense 32 27
Travel and entertainment 126 59
IT and cellular services 203 93
Payroll processing fees 88 59
Other 228 60
Total general and administrative 5 4894 S 3,963

Sales and marketing expenses for the three months ended March 31, 2025 and 2024, are as follows:

For the three months ended March 31,

2025 2024
Sales and marketing
Salaries and benefits S 5,095 S 4,653
Advertising expenses 276 115
Facility expense 634 329
Legal and professional fees 75 104
IT and cellular services 149 169
Travel and entertainment 48 45
Other 42 19
Total sales and marketing S 6,319 $ 5,434
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18. Commitments and Contingencies

(a) Commitments

As at March 31, 2025, the Company had the following obligations on an undiscounted basis:

< 1year 1 to 3 years 3 to 5 years > 5 years Total
Accounts payable $ 4,439 $ - S - S - S 4,439
Accrued expenses 8,923 - - - 8,923
Income taxes payable 1,003 - - - 1,003
Insurance financing 162 - - - 162
Notes payable 9,718 20,442 95,660 1,156 126,977
Lease obligations 10,975 21,784 18,872 36,447 88,078
Uncertain tax position - 48,176 - - 48,176
Total S 35,220 S 90,402 S 114,533 S 37,603 S 277,758

The table above, which relates to the Company’s financial obligations that are of determinable timing
and amount, does not include the remaining payments for the Special License Fee discussed in Note
13, and certain remaining payments for the Excess Project Costs (as defined herein and discussed
below), as the timing and/or amount for these items was only an estimate as at March 31, 2025.

The remaining payments for the Special License Fee are anticipated to be in three tranches of $5,000,
payable upon the occurrence of certain events. The projected timing of the three payments is subject
to significant estimation uncertainty. Further, given ongoing litigation regarding the Special License
Fee, to which the Company is not a party, there may be changes in the payment timing and the
ultimate amount payable under the Special License Fee. The projected timing of the latter two
payments is subject to significant estimation uncertainty as they are tied to revenue milestones.

Buffalo Facility Excess Project Costs

Pursuant to the Company’s Buffalo Facility lease agreement, total project cost overruns above the
original construction budget for the development of the Buffalo Facility are borne solely by the
Company as lessee, and are payable in installments over the remainder of the construction project
once such overruns are determined (the “Excess Project Costs”). As at March 31, 2025, total Excess
Project Costs were estimated to be $13,008, and the Company had paid $11,217.

Pursuant to the terms of the lease agreement, once there is a new estimate of Excess Project Costs
and the parties are able to calculate the percentage of total project costs represented by the new
estimate of Excess Project Costs, the Company is required to make a retroactive payment to the
landlord equal to that percentage applied to actual project costs incurred to date (less any amounts
previously paid for Excess Project Costs). Going forward, as project costs are incurred, the Company
will be required to fund a percentage of such project costs based on the then-current estimate of
Excess Project Costs as a percentage of the then-current estimate of total project costs. Accordingly,
as construction work progresses, the Company expects to recognize liabilities for the remaining
$1,791 of estimated Excess Project Costs as construction progresses.
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19.

(b) Contingencies

The Company’s operations are subject to a variety of local and state regulations. Failure to comply with
one or more of those regulations could result in fines, restrictions on its operations, or losses of permits
that could result in the Company ceasing operations. While management of the Company believes that
the Company is in compliance with applicable local and state regulations as of March 31, 2025, medical
marijuana regulations continue to evolve and are subject to differing interpretations. As a result, the
Company may be subject to regulatory fines, penalties, or restrictions in the future.

(b) Claims and litigation

From time to time, the Company may be involved in litigation relating to claims arising out of operations
in the normal course of business. As of March 31, 2025, there were no pending or threatened lawsuits
that could reasonably be expected to have a material effect on the results of the Company’s operations,
except for the claims disclosed below. There are also no proceedings in which any of the Company’s
directors, officers or affiliates is an adverse party or has a material interest adverse to the Company’s
interest.

On April 26, 2021, MXY Holdings, LLC and its affiliates (collectively "MXY") filed suit in Florida claiming
breach by the Company of the Management Services Agreement ("MSA") in an amount not less than
$2,500. The terms of the MSA provided MXY with a fee for management consulting services, which
services were supposed to include the creation and implementation of management plans and
solutions, the provision of MXY personnel with industry expertise, and intellectual property.

On February 7, 2023, the company settled the litigation with MXY for $1,000. As of March 31, 2025 and
December 31, 2024, there was no outstanding liability, respectively.

Related-Party Transactions

Key management personnel compensation

Key management personnel are those persons having the authority and responsibility for planning, directing
and controlling activities for the Company, directly and indirectly. The key management personnel of the
Company are the members of the Company’s executive management team and Board of Directors. For the
three months ended March 31, 2025 and the three months ended March 31, 2024, key management personnel
compensation consisted of the following:

For the three months ended March 31,

2025 2024
Salary S 711§ 679
Option-based compensation 1 8
Share-based compensation (including RSUs) 15 20
All other compensation 138 34
Total S 864 S 741
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Transactions with related parties
Board of Directors

On August 28, 2024, the Company issued to its Board of Directors’ 865,382 common shares as compensation
resulting in an increase in share capital of $113. Subsequent to December 31, 2024, the Company issued
1,657,063 common shares to its’ Board of Directors in substitution of their fourth quarter 2024 fees. At
December 31, 2024, the Company had accrued $117 within its share-based compensation reserve for this
issuance.

On January 8, 2024, the Company entered into a commercial lease with Nittany Management, LLC. Nittany
Management, LLC is owned by the Company’s current Executive Chairman. The lease is for real property
located in Tampa Florida, that includes a 20,000 square foot building. The commercial lease is for a ten-year
term, base rent under the lease is $362 per year with 3% increases to base rent each year.

On May 28, 2024, the Company made an amendment to the January 8, 2024 commercial lease with Nittany
Management, LLC in which an additional $1,360 became due under the lease for the property located in Tampa
Florida and will be repaid over a 3-year period accruing interest at 13% year. See Note 14 for the complete
terms of the amendment.

On August 28, 2024, the Company issued to its Board of Directors’ 865,382 common shares as compensation
resulting in an increase in share capital of $113. Subsequent to December 31, 2024, the Company issued
1,657,063 common shares to its’ Board of Directors in substitution of their fourth quarter 2024 fees. At
December 31, 2024, the Company had accrued $117 within its share-based compensation reserve for this
issuance.

On November 26, 2024, in connection with the closing of the Credit Agreement, the Company and William
Smith, a director and the Executive Chair of Cansortium, and certain companies controlled by Mr. Smith,
amended and restated the termination agreement dated May 30, 2024, which provided for, among other
things, the termination of the floor share agreement (Note 12) in exchange for the issuance of a 3-year $6,500
subordinated promissory note, all to occur on the closing of the business combination with RIV Capital Inc.
Pursuant to the terms of the Amended Smith Transaction Termination Agreement, Cansortium paid to the
Smith Group a $500 cash fee and issued to the Smith Group a secured subordinated convertible note in an
initial aggregate principal amount of $6,500 due May 26, 2029, bearing interest of 15%, with all accrued but
unpaid interest compounded quarterly, and without a Company right to prepay the note after year two. The
Smith Convertible Note is subordinated in the right of payment to the Credit Agreement and the principal and
accrued interest thereunder is convertible, at the discretion of the Smith Group, into shares at a price of $0.21
per share.

During the three months ended March 31, 2025 and 2024, the Company engaged Robert O. Beasley, P.A,,
(“Law Firm”) to represent the Company on various legal matters. The Company’s CEO is a partner at Robert O.
Beasley, P.A. Services performed by the Law Firm included litigation, regulatory and general counsel services.
Services were provided in normal commercial terms; the Company’s CEO did not participate in the legal
services rendered by the Law Firm. During the three months ended 2025 and 2024, the Company recognized
legal expenses of $23 and $181, respectively, to Robert O. Beasley, P.A. At March 31, 2025, the Company had
a balance outstanding of $nil due to Robert O. Beasley, P.A. (December 31, 2024 - $nil).

31



Fluent Corp.

Notes to the Condensed Interim Consolidated Financial Statements (unaudited)
As of March 31, 2025 and December 31, 2024

(Amounts expressed in thousands of United States Dollars unless otherwise stated)

20. Financial Instruments and Financial Risk Management

Financial instruments

The Company’s financial instruments consist of cash, trade receivables, other investments, trade payables,
accrued liabilities, derivative liabilities, notes payable, lease obligations, and other long-term liabilities.

Financial assets

(i)
(ii)

Cash is comprised of deposits held in financial institutions and cash held at dispensary locations.

Trade receivables represent amounts receivable from adult-use and medical cannabis

Financial liabilities

(i)

(ii)

(iii)

(iv)

Notes payable are non-derivative financial liabilities with fixed or determinable payments that are not
quoted in an active market. Such liabilities are recognized initially at fair value at subsequently at
amortized cost using the effective interest method. They are included in non-current liabilities, except
for the portion due within 12 months of the reporting date, which are classified as current assets.

Compound financial instruments issued by the Company comprise convertible notes payable that are
convertible to share capital at the option of the holder. The liability component of the Company’s
compound financial instruments is measured initially at fair value or residual value, and is subsequently
measured at amortized cost using the effective interest method. If the conversion feature meets the
fixed-for-fixed criteria to be considered equity, the company records the value of the conversion option
directly within equity and does not remeasure. If the conversion feature fails the fixed-for-fixed criteria,
it is treated as an embedded derivative liability initially measured at fair value and subsequently
remeasured at FVTPL.

Other financial liabilities include the Company's trade payables and accrued liabilities. The effective
interest method is used to calculate the amortized cost of a financial liability and allocates interest
expense over the term to maturity.

The effective interest rate is the rate that is used to discount estimated future cash receipts or payments
over the expected life of the financial asset or liability.

Fair value measurement

Financial instruments recorded at fair value are classified using a fair value hierarchy that reflects the
reliability of the inputs to fair value measurements. The three levels of hierarchy are:

Level 1 — Unadjusted quoted prices in active markets for identical assets or liabilities;

Level 2 — Inputs other than quoted prices that are observable for the asset or liability, either
directly or indirectly; and

Level 3 — Inputs for the asset or liability that are not based on observable market data.

There have been no transfers between fair value levels during the year.
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Financial risk management

The Company is exposed in varying degrees to a variety of financial instrument-related risks. The Board
mitigates these risks by assessing, monitoring, and approving the Company’s risk management processes:

(a)

(b)

Credit risk

Credit risk is the risk of a potential loss to the Company if a customer or third party to a financial
instrument fails to meet its contractual obligations. The maximum credit exposure as of December 31,
2024 is the carrying amount of cash and trade receivables. All cash is placed with major U.S. financial
institutions. Credit risk from due from trade receivables and note receivable arises from the possibility
that amounts due become uncollectible.

The Company applies an expected credit loss model to all financial assets not held at FVTPL, where
credit losses that are expected to transpire in future years are provided for, irrespective of whether a
loss event has occurred as at the statement of financial position date. The Company is exposed to credit
risk primarily through its trade accounts receivable and manages risk through the credit terms extended
to its wholesale customers. The Company also monitors the cash-on-delivery retailers published by the
New York Office of Cannabis Management (“OCM”). The Company assesses the collectability of its trade
accounts receivable on a regular basis through an aging analysis, and utilizes a matrix to estimate a
provision for ECLs. The Company measures the loss allowance for trade accounts receivable at an
amount equal to the 12-month ECLs. As at March 31, 2025, the Company had estimated its provision
for credit losses to be $12 on its trade receivables (December 31, 2024 — $12).

Market risk

Market risk is the risk that the future cash flows or the fair value of a financial instrument will fluctuate
because of changes in market conditions.

(i) Other price risk

Other price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
due to changes in market prices, other than those arising from interest rate risk.

The Company is not significantly exposed to other price risk with respect to its financial instruments, as
their fair values and future cash flows are not impacted materially by fluctuations in market prices.

(ii) Currency risk

The consolidated operating results and consolidated financial position of the Company are reported in
U.S. dollars. Some of the Company’s financial transactions are denominated in currencies other than
the U.S. dollar. The results of the Company’s operations are subject to currency transaction and
translation risks.

As of March 31, 2025 and December 31, 2024, the Company had no hedging agreements in place with
respect to foreign exchange rates. The Company has not entered into any agreements or purchased
any instruments to hedge possible currency risks at this time as it deems its foreign currency exposure
to be nominal.
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21.

(c)

(d)

(iii) Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. The Company’s financial debts have fixed rates of interest
and therefore expose the Company to a limited interest rate fair value risk.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they
become due. The Company manages its liquidity risk by reviewing on an ongoing basis its capital
requirements and maintaining sufficient cash balances for settlement of financial liabilities on their due
dates.

Regulatory risk

Notwithstanding that most of the states have legalized medical marijuana, there has been no change
in U.S. federal banking laws related to the deposit and holding of funds derived from activities related
to the marijuana industry. Given that U.S. federal law provides that the production and possession of
cannabis is illegal, there is a strong argument that banks cannot accept for deposit funds from
businesses involved with the marijuana industry. Consequently, businesses involved in the marijuana
industry often have difficulty accessing the U.S. banking system and traditional financing sources. The
inability to open bank accounts with certain institutions may make it difficult to operate the businesses
of the Company and leaves their cash holdings vulnerable.

Because the cannabis industry remains illegal under U.S. federal law, any property owned by
participants in the cannabis industry which are either used in the course of conducting such business,
or are the proceeds of such business, could be subject to seizure by law enforcement and subsequent
civil asset forfeiture. Even if the owner of the property was never charged with a crime, the property in
question could still be seized and subject to an administrative proceeding by which, with minimal due
process, it could be subject to forfeiture.

Capital Management

The Company’s objective is to maintain a sufficient capital base so as to: (i) maintain investor, creditor, and

customer confidence; (ii) sustain future development of the business through both organic and acquisition-
based growth; and (iii) provide the ability to continue as a going concern. The Company considers its capital
structure to include shareholders’ equity and interest-bearing debt. Total managed capital is as follows:

March 31, December 31,

2025 2024
Notes payable S 76,448 S 76,012
Share capital 206,419 206,419
Total managed capital S 282,867 S 282,431

The Company manages its capital structure in accordance with changes in economic conditions. In order to

maintain or adjust its capital structure, the Company may elect to issue or repay financial liabilities, issue

shares, repurchase shares, pay dividends or undertake any other activities as deemed appropriate under the
specific circumstances. Under the Company’s Term Loan, the Company is required to maintain an unrestricted
cash balance of $4,500 at each quarter-end.

Management reviews its capital management approach on an ongoing basis.
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22.

23.

24.

25.

Finance Costs

The Company’s finance costs for the three months ended March 31, 2025 and 2024 are as follows:

For the three months ended

March 31,
2025 2024
Interest income S (234) S 9)
Interest expense 2,265 2,209
Accretion costs 831 1,300
Interest on right of use assets 1,561 1,211
Finance costs, net $ 4,423 $ 4,711

Supplemental Cash Flow Information

The following table presents supplemental information for the three months ended March 31, 2025 and 2024:

For the three months ended

March 31,
2025 2024
Income taxes paid S 1,375 S 1,500
Interest paid S 2,474 S 2,175

Employee Retention Tax Credits

During 2023, the Company determined that it was eligible to claim Employee Retention Tax Credits (“ERTC”)
in the form of refunds of certain federal employment taxes as authorized and established under the CARES
Act. As a result, in 2023 the Company filed amended employment tax returns for certain periods in 2021 to
claim refunds related to the ERTC of approximately $4,100.

In August 2023, the Company entered an agreement to sell its ERTC for $3,400. Pursuant to the terms of the
agreement, the buyer has the right to put all or a portion of the ERTC back to the Company, at such time where
Company shall be obligated to pay a repurchase price within 10 business days after demand, equal to the
portion of the claim amount, plus interest thereon at 10% per annum. As at December 31, 2024 the Company
recorded a current liability of $3,400 on its consolidated statement of financial position.

In February 2025, the Company received refunds from the ERTC tax credit totaling $4,520. The payment
satisfied the Company’s obligation to the buyer in full. The ERTC funds received by the Company may be
subject to audit in the current and future years. As a result, there is at least a reasonable possibility that the
ERTC funds received, or a portion thereof, may need to be repaid in the future. The Company believes it is
entitled to the ERTC tax credits received.

Subsequent Events

On April 17, 2025, the Company determined that substantial completion of the Buffalo Facility had been
achieved, and thus the conditions for the lease commencement had been satisfied. Pursuant to the Buffalo
Facility lease, the Company will begin paying rent on April 17, 2025 at a rate of $201 per month, plus additional
rent, subsequent to annual escalation provisions. As at April 17, 2025, the Company will recognize a lease
liability measured at the present value of the future lease payments under the lease, and a corresponding
right-of-use asset measured at the lease liability amount plus prepaid rent and other adjustments.
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