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Goodness Growth Holdings Announces Third Quarter 2022 Results

— Third quarter GAAP revenue of $18.9 million increased 41.0% YoY —
— Excluding discontinued operations, third quarter revenue increased 59.6% YoY —
— Company will be seeking damages from Verano; focused on maximizing value for stakeholders —

MINNEAPOLIS — November 14, 2022 — Goodness Growth Holdings, Inc. ("Goodness Growth™ or the
"Company") (CSE: GDNS; OTCQX: GDNSF), a physician-led, science-focused cannabis company and IP
incubator, today reported financial results for its third quarter ended September 30, 2022. All currency
figures referenced in this press release reflect U.S. dollar amounts.

“QOur third quarter results reflect continued revenue growth across each of our operating markets in
Maryland, Minnesota, New Mexico, and New York, as well as consistency of our gross margin performance
as compared to the prior quarter,” said Chairman and Chief Executive Officer, Kyle Kingsley, M.D.
“Margin performance in our home market of Minnesota has been especially strong following the
commencement of flower and edibles sales earlier this year, and we are also pleased with substantial
increases in wholesale volumes in New York. We expect both of these positive trends to continue as we
work toward the expected launch of adult-use sales in New York next year.”

Kingsley continued, “While we are experiencing positive momentum in our business, we were extremely
disappointed by Verano’s decision to wrongfully repudiate our transaction, which we previously anticipated
would close during the fourth quarter. We are unable to comment more on ongoing litigation beyond what
has already been disclosed, but we reiterate that we believe this termination was unlawful and we will be
seeking significant damages through the judicial process in British Columbia. We believe there is
significant long-term value in our asset portfolio, and our management team and board of directors remains
focused, as we always have been, on maximizing value for stakeholders.”

Summary of Key Financial Metrics

Three Months Ended Nine Months Ended

US $ in millions September 30, September 30,

2022 2021 Variance 2022 2021 Variance
GAAP Revenue $18.9 $13.4 41.0% $55.6 $40.8 36.3%
Revenue (excluding Arizona and Ohio) $18.9 $11.8 59.6% $53.2 $33.6 58.5%
GAAP Gross Profit $9.5 $5.1 86.3% $22.4 $17.6 27.3%
Gross Profit Margin 50.6% 38.3% 1,230 bps 40.3% 43.3% -300 bps
SG&A Expenses $8.5 $8.1 4.9% $26.4 $24.4 8.2%
SG&A Expenses (% of Sales) 45.0% 60.4% -1,540 bps 47.5% 59.8% -1,230 bps
Adjusted EBITDA (non-GAAP) $1.9 ($1.9) NM $1.6 ($4.6) NM

Adjusted EBITDA Margin (non-GAAP) 10.1% (14.0%) 2,410 bps 2.9% (11.3%) 1,420 bps



Third Quarter 2022 Financial Summary

Total revenue in the third quarter was $18.9 million, an increase of 41.0 percent as compared to Q3 2021.
Excluding contributions from discontinued operations in Arizona, total revenue increased 59.6 percent and
reflected strong growth in each of the Company’s operating markets. Retail revenue excluding Arizona
increased 60.1 percent to $16.4 million in Q3 2022. Wholesale revenue excluding Arizona increased by
56.1 percent to $2.5 million, driven by increased sales in Maryland and New York.

Gross profit was $9.5 million, or 50.6 percent of revenue, as compared to gross profit of $5.1 million or
38.3 percent of revenue in Q3 last year. The improvement in gross margin was primarily driven by increased
retail sales in Minnesota, as well as the discontinuation of operations in Arizona during the second quarter.

Total operating expenses in the third quarter were $9.7 million, an increase of $0.5 million as compared to
$9.2 million in the third quarter of 2021. The increase in total expenses was primarily attributable to an
increase in professional fees related to the former agreement to be acquired by Verano Holdings Corp.

Operating loss in the third quarter was $0.2 million, a decrease of $3.9 million compared to an operating
loss of $4.1 million in Q3 last year. The improvement in operating performance was driven by increased
revenue and gross profit dollars, partially offset by the increase in total operating expenses.

Total other expenses were $7.6 million during Q3 2022, compared to $2.2 million in Q3 2021. The variance
in other expenses is primarily attributable to increased interest expense related to the Company’s credit
facility, and an impairment of long-lived assets of $2.1 million.

Net loss in Q3 2022 was $8.4 million, as compared a loss of $6.9 million in Q3 2021. The variance
compared to the prior year was driven by the improvement in operating income, offset by increased interest
expenses and an impairment of long-lived assets.

EBITDA, as described in accompanying non-GAAP reconciliation, was a loss of $1.2 million during Q3
2022, compared to a loss of $3.1 million in Q3 2021. Adjusted EBITDA was $1.9 million in Q3 2022, as
compared to a loss of $1.9 million in Q3 2021. Please refer to the Supplemental Information and
Reconciliation of Non-GAAP Financial Measures at the end of this press release for additional information.

Other Events

On August 25, 2022, the Company announced the launch of its Boundary Waters line of premium cannabis
pre-rolls focused on sustainability and environmental preservation. Inspired by Minnesota's Boundary
Waters Canoe Area Wilderness, which exists within Superior National Forest, Boundary Waters pre-rolls
are hand-rolled from premium whole flower and are available in Sativa, Indica and hybrid strains, and can
be purchased in five-roll packs.

On October 13, 2022, Goodness Growth received a notice (the “Notice”) of purported termination of the
agreement (the “Arrangement Agreement”) with Verano Holdings Corp. (“Verano”) pursuant to which
Verano had agreed to purchase all of the Company’s stock, subject to the satisfaction of certain conditions.
The Notice asserted certain breaches of the Arrangement Agreement, including claims the Company’s
public filings and communications with respect to its business and ongoing operations were misleading and
that the Company breached its representations to Verano under the Arrangement Agreement. Verano also
claimed, as a result of such breaches, it is entitled to payment of the $14,875,000 termination fee and its
transaction expenses. Goodness Growth denies all of Verano’s allegations and affirmatively states that it
has complied with its obligations under the Arrangement Agreement in all material respects at all times.



Goodness Growth believes that Verano has no factual or legal basis to justify or support its purported
grounds for termination of the Arrangement Agreement.

On October 21, 2022, Goodness Growth commenced an action in the Supreme Court of British Columbia
against Verano arising out of Verano wrongfully repudiating the Arrangement Agreement. The Company
is seeking damages costs and interest, based on Verano's breach of contract and of its duty of good faith
and honest performance. Due to uncertainties inherent in litigation, it is not possible for Goodness Growth
to predict the timing or final outcome of the legal proceedings against Verano or to determine the amount
of damages, if any, that may be awarded.

Company Continues to Explore Strategic Alternatives

As a result of the termination of the Arrangement Agreement with Verano Holdings Corp., the Goodness
Growth Board of Directors and its Transaction Committee, which was formed to explore strategic
alternatives for the Company in the third quarter of 2021, remain focused on maximizing value for
stakeholders. The Committee, with the assistance of outside advisors, ran a thorough sale process and
received multiple indications of interest prior to announcing the Arrangement Agreement with Verano on
February 1, 2022. The Board of Directors and Committee continue to evaluate strategic alternatives for the
Company, which could include a disposition of a material business or assets of the Company, or a merger
or sale of the Company. The Company has not set a timetable for the completion of this review process.

Balance Sheet and Liquidity

As of September 30, 2022, the Company had 128,126,330 equity shares issued and outstanding on an as-
converted basis, and 158,380,087 shares outstanding on an as-converted, fully diluted basis.

As of September 30, 2022, total current assets were $53.9 million. The Company had cash on hand of $21.8
million, which included net proceeds received from an increase on its delayed draw loan of $8.5 million
during the third quarter. Total current liabilities were $26.3 million.

Conference Call and Webcast Information

Goodness Growth management will host a conference call with research analysts tomorrow, Tuesday,
November 15, 2022 at 8:30 a.m. ET (7:30 a.m. CT) to discuss its financial results for its third quarter ended
September 30, 2022. Interested parties may attend the conference call by dialing 1-888-660-6217 (Toll-
Free) (US and Canada) or 1-929-203-1990 (Toll) (International) and referencing conference 1D number
2214400.

A live audio webcast of this event will also be available in the Events & Presentations section of the
Company’s Investor Relations website and via the following link:
https://events.g4inc.com/attendee/270373966.

About Goodness Growth Holdings, Inc.

Goodness Growth Holdings, Inc., is a physician-led, science-focused holding company whose mission is
to bring the power of plants to the world. The Company’s operations consist primarily of its multi-state
cannabis company subsidiary, Vireo Health, Inc., and its science and intellectual property incubator,
Resurgent Biosciences, Inc. The Company manufactures proprietary, branded cannabis products in
environmentally friendly facilities and state-of-the-art cultivation sites, and distributes its products through
its growing network of Green Goods® and other retail locations and third-party dispensaries. Its team of
more than 450 employees are focused on the development of differentiated products, driving scientific


https://events.q4inc.com/attendee/270373966

innovation of plant-based medicines and developing meaningful intellectual property. Today, the Company
is licensed to grow, process, and/or distribute cannabis in five markets and operates 18 dispensaries across
the United States. For more information about Goodness Growth Holdings, please visit
www.goodnessgrowth.com.

Additional Information

Additional information relating to the Company’s third quarter 2022 results will be available on EDGAR
and SEDAR on November 14, 2022. Goodness Growth refers to certain non-GAAP financial measures
such as Earnings Before Interest, Taxes, Depreciation and Amortization (EBITDA) and adjusted EBITDA
(defined as earnings before interest, taxes, depreciation, and amortization, less certain non-cash equity
compensation expense, one-time transactions, and other non-recurring non-cash items. These measures do
not have any standardized meaning and may not be comparable to similar measures presented by other
issuers. Please see the Supplemental Information and Reconciliation of Non-GAAP Financial Measures at
the end of this news release for more detailed information regarding non-GAAP financial measures.

Contact Information

Investor Inquiries: Media Inquiries:

Sam Gibbons Amanda Hutcheson

Vice President, Investor Relations Corporate Communications
samgibbons@goodnessgrowth.com amandahutcheson@goodnessgrowth.com
(612) 314-8995 (919) 815-1476

Forward-Looking Statement Disclosure

This press release contains "forward-looking information within the meaning of applicable United States
and Canadian securities legislation. To the extent any forward-looking information in this press release
constitutes “financial outlooks” within the meaning of applicable United States or Canadian securities laws,
such information is being provided as preliminary financial results and the reader is cautioned that this
information may not be appropriate for any other purpose and the reader should not place undue reliance
on such financial outlooks. Forward-looking information contained in this press release may be identified
by the use of words such as “should,” “estimate,” “would,” “looking forward,” “may,” “continue,”
“expect,” “expected,” “will,” “believe,” “subject to,” and “pending,” or variations of such words and
phrases. These statements should not be read as guarantees of future performance or results. Forward-
looking information includes both known and unknown risks, uncertainties, and other factors which may
cause the actual results, performance, or achievements of the Company or its subsidiaries to be materially
different from any future results, performance, or achievements expressed or implied by the forward-
looking statements or information contained in this press release. Financial outlooks, as with forward-
looking information generally, are, without limitation, based on the assumptions and subject to various risks
as set out herein and in our Annual Report on Form 10-K filed with the Securities Exchange Commission.
Our actual financial position and results of operations may differ materially from management’s current
expectations and, as a result, our revenue, adjusted EBITDA, and cash on hand may differ materially from
the values provided in this press release. Forward-looking information is based upon a number of estimates
and assumptions of management, believed but not certain to be reasonable, in light of management's
experience and perception of trends, current conditions, and expected developments, as well as other factors
relevant in the circumstances, including assumptions in respect of current and future market conditions, the
current and future regulatory environment, and the availability of licenses, approvals and permits.


http://www.goodnessgrowth.com/

Although the Company believes that the expectations and assumptions on which such forward-looking
information is based are reasonable, undue reliance should not be placed on the forward-looking
information because the Company can give no assurance that they will prove to be correct. Actual results
and developments may differ materially from those contemplated by these statements. Forward-looking
information is subject to a variety of risks and uncertainties that could cause actual events or results to differ
materially from those projected in the forward-looking information. Such risks and uncertainties include,
but are not limited to, risks related to the timing of adult-use legislation in markets where the Company
currently operates; current and future market conditions, including the market price of the subordinate
voting shares of the Company; risks related to the COVID-19 pandemic; federal, state, local, and foreign
government laws, rules, and regulations, including federal and state laws and regulations in the United
States relating to cannabis operations in the United States and any changes to such laws or regulations;
operational, regulatory and other risks; execution of business strategy; management of growth; difficulties
inherent in forecasting future events; conflicts of interest; risks inherent in an agricultural business; risks
inherent in a manufacturing business; liquidity and the ability of the Company to raise additional financing
to continue as a going concern; the timing of adult-use sales in New York [and Maryland]; the Company’s
ability to meet the demand for flower in Minnesota; risk of failure in recovering damages sought from
Verano; our ability to dispose of our assets held for sale at an acceptable price or at all; and risk factors set
out in the Company's Annual Report on Form 10-K for the year ended December 31, 2021, which is
available on EDGAR with the U.S. Securities and Exchange Commission and filed with the Canadian
securities regulators and available under the Company's profile on SEDAR at www.sedar.com.

The statements in this press release are made as of the date of this release. Except as required by law, we
undertake no obligation to update any forward-looking statements or forward-looking information to reflect
events or circumstances after the date of such statements.

Supplemental Information

The financial information reported in this news release is based on unaudited financial statements for the
fiscal quarters ended September 30, 2022 and September 30, 2021. All financial information contained in
this news release is qualified in its entirety with reference to such financial statements. To the extent that
the financial information contained in this news release is inconsistent with the information contained in
the Company’s audited financial statements, the financial information contained in this news release shall
be deemed to be modified or superseded by the Company’s audited financial statements. The making of a
modifying or superseding statement shall not be deemed an admission for any purposes that the modified
or superseded statement, when made, constituted a misrepresentation for purposes of applicable securities
laws.


http://www.sedar.com/

GOODNESS GROWTH HOLDINGS, INC.

CONSOLIDATED BALANCE SHEETS AS OF SEPTEMBER 30, 2022 AND DECEMBER 31, 2021

(Amounts Expressed in United States Dollars, Unaudited and Condensed)

Assets
Current assets:
Cash

Accounts receivable, net of allowance for doubtful accounts of $480,979 and $572,080,

respectively

Inventory

Prepayments and other current assets
Assets Held for Sale

Total current assets

Property and equipment, net
Operating lease, right-of-use asset
Notes receivable, long-term
Intangible assets, net

Goodwill

Deposits

Deferred tax assets

Total assets

Liabilities

Current liabilities

Accounts Payable and Accrued liabilities
Long-Term debt, current portion
Right of use liability

Liabilities held for sale

Total current liabilities
Right-of-use liability

Long-Term debt

Total liabilities

Stockholders’ equity

Subordinate Voting Shares ($- par value, unlimited shares authorized; 86,046,830 shares

issued and outstanding)

Multiple Voting Shares ($- par value, unlimited shares authorized; 355,384 shares issued and

outstanding)

Super Voting Shares ($- par value; unlimited shares authorized; 65,411 shares issued and

outstanding, respectively)
Additional Paid in Capital
Accumulated deficit

Total stockholders' equity

Total liabilities and stockholders' equity

September 30, December 31,
2022 2021

$ 21,842,076 $ 15,155,279
5,911,049 4,502,469
19,114,627 20,422,061
3,161,855 1,560,113
3,834,850 —
53,864,457 41,639,922
91,246,127 99,488,559
7,482,661 8,510,499
3,750,000 3,750,000
8,936,713 10,184,289
183,836 183,836
2,178,445 1,718,206
5,680,000 1,495,000

$ 173,322,239 $ 166,970,311
$ 17,243,353 $ 14,805,473
6,013,875 —
1,713,292 1,600,931
1,376,184 —
26,346,704 16,406,404
80,884,574 80,228,097
49,614,909 27,329,907

$ 156,846,187 $ 123,964,408
181,073,217 178,429,422
(164,597,165) (135,423,519)

$ 16,476,052 $ 43,005,903
$ 173,322,239 $ 166,970,311




GOODNESS GROWTH HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2022 AND 2021
(Amounts Expressed in United States Dollars, Unaudited and Condensed)
Three Months Ended

Nine Months Ended

September 30, September 30,

2022 2021 2022 2021
Revenue $ 18,854,101 $ 13,369,432 55,582,821 $ 40,790,221
Cost of sales
Product costs 9,186,241 7,903,444 29,532,469 22,682,503
Inventory valuation adjustments 131,000 351,000 3,657,788 464,000
Gross profit 9,536,860 5,114,988 22,392,564 17,643,718
Operating expenses:
Selling, general and administrative 8,489,728 8,106,187 26,393,136 24,441,860
Stock-based compensation expenses 896,081 835,122 2,636,594 4,289,820
Depreciation 167,940 98,098 487,164 515,907
Amortization 172,267 206,442 516,800 619,327
Total operating expenses 9,726,016 9,245,849 30,033,694 29,866,914
Gain (loss) from operations (189,156) (4,130,861) (7,641,130) (12,223,196)
Other income (expense):
Impairment of long-lived assets (2,108,703) — (7,476,618) —
Loss on sale of property and equipment 7,583 — (3,347) —
Gain on disposal of assets — — 168,359 437,107
Interest expenses, net (5,573,263) (2,254,553) (15,472,885) (6,037,057)
Other income (expenses) 79,750 75,018 1,196,975 33,631
Other income (expenses), net (7,594,633) (2,179,535) (21,587,516) (5,566,319)
Loss before income taxes (7,783,789) (6,310,396) (29,228,646) (17,789,515)
Current income tax expenses (1,790,000) (530,000) (4,130,000) (3,150,000)
Deferred income tax recoveries 1,150,000 (30,000) 4,185,000 180,000
Net loss and comprehensive loss (8,423,789) (6,870,396) (29,173,646) (20,759,515)
Net loss per share - basic and diluted $ 0.07) $ (0.05) 0.23) $ (0.17)
Weighted average shares used in computation of net 128,120,949 126,363,104 128,114,570 122,704,872

loss per share - basic & diluted



GOODNESS GROWTH HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

NINE MONTHS ENDED SEPTEMBER 30, 2022 AND 2021
(Amounts Expressed in United States Dollars, Unaudited and Condensed)

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss

Adjustments to reconcile net loss to net cash used in operating activities:

Inventory valuation adjustments
Depreciation

Depreciation capitalized into inventory
Non-cash operating lease expense
Amortization of intangible assets
Stock-based payments

Interest Expense

Impairment of long-lived assets

Deferred income tax

Accretion

Loss on Sale of Property and Equipment
Gain on disposal of OMS

Gain on disposal of royalty asset

Change in operating assets and liabilities:
Accounts Receivable

Prepaid expenses

Inventory

Accounts payable and accrued liabilities
Change in assets and liabilities held for sale
Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
PP&E Additions

Proceeds from sale of property, plant, and equipment
Proceeds from sale of royalty asset

Acquisition of MJ Distributing

Proceeds from sale of OMS net of cash

Deposits

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from long-term debt, net of issuance costs
Convertible debt payment

Proceeds from option exercises

Lease principal payments

Net cash provided by financing activities

Net change in cash and restricted cash
Cash and restricted cash, beginning of period

Cash and restricted cash, end of period

September 30,
2022 2021
$ (29,173,646) $ (20,759,515)
3,657,788 464,000
487,164 515,907
1,959,536 1,678,558
852,687 764,266
516,800 619,327
2,636,594 4,289,820
3,430,733 1,764,711
7,476,618 —
(4,185,000) (180,000)
3,407,030 310,704
3,347 —
— (437,107)
(168,359) —
(1,408,580) 18,384
(1,601,742) (1,573,909)
(2,205,236) (7,765,288)
2,360,044 (2,555,634)
— 124,843
$ (11,954,222) $ (22,720,933)
$ (4938587) $ (14,637,331)
387,512 —
236,635 —
— (1,592,500)
— 1,150,000
(482,539) 67,841
$ (4796,979) $ (15,011,990)
$ 24,868,143 $ 23,162,526
— (900,000)
7,201 1,152,596
(1,437,346) (1,008,584)
$ 23437998 $ 22,406,538
$ 6,686,797 $ (15,326,385)
$ 15155279 $ 27,105,680
$ 21,842,076 $ 11,779,295




Reconciliation of Non-GAAP Financial Measures

EBITDA and Adjusted EBITDA are non-GAAP measures and do not have standardized definitions under
GAAP. The following information provides reconciliations of the supplemental non-GAAP financial
measures, presented herein to the most directly comparable financial measures calculated and presented in
accordance with GAAP. The Company has provided the non-GAAP financial measures, which are not
calculated or presented in accordance with GAAP, as supplemental information and in addition to the
financial measures that are calculated and presented in accordance with GAAP. These supplemental non-
GAAP financial measures are presented because management has evaluated the financial results both
including and excluding the adjusted items and believe that the supplemental non-GAAP financial measures
presented provide additional perspective and insights when analyzing the core operating performance of
the business. These supplemental non-GAAP financial measures should not be considered superior to, as a
substitute for or as an alternative to, and should be considered in conjunction with, the GAAP financial
measures presented.

Reconciliation of Net Loss to EBITDA and Adjusted EBITDA

(Amounts Expressed in United States Dollars, Unaudited and Condensed)

Three Months Ended Nine Months Ended
September 30, September 30,
2022 2021 2022 2021
Net income (loss) $ (8,423,789) $ (6,870,396) $  (29,173,646) $  (20,759,515)
Interest expense, net 5,573,263 2,254,553 15,472,885 6,037,057
Income taxes 640,000 560,000 (55,000) 2,970,000
Depreciation & Amortization 340,207 304,540 1,003,964 1,135,234
Depreciation included in cost of goods sold 645,480 691,662 1,959,536 1,678,558
EBITDA (non-GAAP) $ (1,224,839) $ (3,059,641) $ (10,792,261) $ (8,938,666)
Inventory adjustment 131,000 351,000 3,657,788 464,000
Loss on impairment of long-lived assets 2,108,703 — 7,476,618 —
Stock-based compensation 896,081 835,122 2,636,594 4,289,820
Other income — — (1,190,863) —
Gain (loss) on disposal of assets (7,583) — (165,012) (437,107)

Adjusted EBITDA (non-GAAP) $ 1903362 $ (1873519 $ 1622864 $  (4,621,953)




