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Unless otherwise noted or the context indicates otherwise, references in this Quarterly Report on Form 10-Q (“Quarterly Report”) to the
“Corporation”, “Canopy Growth”, “we”, “us” and “our” refer to Canopy Growth Corporation, its direct and indirect wholly owned
subsidiaries and, if applicable, its joint ventures and investments accounted for by the equity method; the term “cannabis” means the
plant of any species or subspecies of genus Cannabis and any part of that plant, including all derivatives, extracts, cannabinoids,
isomers, acids, salts, and salts of isomers; and the term “U.S. hemp” has the meaning given to term “hemp” in the U.S. Agricultural

Improvement Act of 2018, including hemp-derived cannabidiol (“CBD”).

This Quarterly Report contains references to our trademarks and trade names and to trademarks and trade names belonging to other
entities. Solely for convenience, trademarks and trade names referred to in this report may appear without the ® or ™ symbols, but such
references are not intended to indicate, in any way, that their respective owners will not assert, to the fullest extent under applicable law,
their rights thereto. We do not intend our use or display of other companies’ trademarks or trade names to imply a relationship with, or
endorsement or sponsorship of us or our business by, any other companies.

All currency amounts in this Quarterly Report are stated in Canadian dollars, which is our reporting currency, unless otherwise noted. All
references to “dollars” or “CDNS$” are to Canadian dollars and all references to “US$” are to U.S. dollars.



PART I—FINANCIAL INFORMATION

Item 1. Financial Statements.

CANOPY GROWTH CORPORATION
CONDENSED INTERIM CONSOLIDATED BALANCE SHEETS
(in thousands of Canadian dollars, except number of shares and per share data, unaudited)

June 30, March 31,
2020 2020
ASSETS
Current assets:
Cash and cash equivalents $ 975,870 $ 1,303,176
Short-term investments 1,060,901 673,323
Restricted short-term investments 16,436 21,539
Amounts receivable, net 72,578 90,155
Inventory 389,800 391,086
Prepaid expenses and other assets 98,362 85,094
Total current assets 2,613,947 2,564,373
Equity method investments 58,654 65,843
Other financial assets 273,624 249,253
Property, plant and equipment 1,508,668 1,524,803
Intangible assets 444,199 476,366
Goodwill 1,929,418 1,954,471
Other assets 17,320 22,636
Total assets $ 6,845,830 $ 6,857,745
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:
Accounts payable $ 89,368 % 123,393
Other accrued expenses and liabilities 82,981 64,994
Current portion of long-term debt 22,570 16,393
Other liabilities 124,757 215,809
Total current liabilities 319,676 420,589
Long-term debt 477,836 449,022
Deferred income tax liabilities 45,816 47,113
Liability arising from Acreage Arrangement 285,000 250,000
Warrant derivative liability 287,122 322,491
Other liabilities 168,239 190,660
Total liabilities 1,583,689 1,679,875
Commitments and contingencies
Redeemable noncontrolling interest 81,600 69,750
Canopy Growth Corporation shareholders' equity:
Common shares - $nil par value; Authorized - unlimited number of shares;

Issued - 370,865,639 shares and 350,112,927 shares, respectively 6,724,245 6,373,544
Additional paid-in capital 2,520,371 2,615,155
Accumulated other comprehensive income 152,415 220,899
Deficit (4,431,737) (4,323,236)

Total Canopy Growth Corporation shareholders' equity 4,965,294 4,886,362
Noncontrolling interests 215,247 221,758
Total shareholders' equity 5,180,541 5,108,120
Total liabilities and shareholders' equity $ 6,845,830 $ 6,857,745

The accompanying notes are an integral part of these condensed interim consolidated financial statements.
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CANOPY GROWTH CORPORATION
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
(in thousands of Canadian dollars, except number of shares and per share data, unaudited)

Three months ended June 30,

2020 2019
Revenue $ 119088 $ 103,391
Excise taxes 8,672 12,909
Net revenue 110,416 90,482
Cost of goods sold 103,921 72,192
Gross margin 6,495 18,290
Operating expenses
Selling, general and administrative expenses 135,392 145,647
Share-based compensation 30,685 87,362
Asset impairment and restructuring costs 12,794 -
Total operating expenses 178,871 233,009
Operating loss (172,376) (214,719)
Loss from equity method investments (7,189) (1,833)
Other income (expense), net 48,205 32,768
Loss before income taxes (131,360) (183,784)
Income tax recovery (expense) 3,038 (10,267)
Net loss (128,322) (194,051)
Net loss attributable to noncontrolling interests and
redeemable noncontrolling interest (19,821) (8,182)
Net loss attributable to Canopy Growth Corporation $ (108501) $ (185,869)
Basic and diluted loss per share $ (030) $ (0.54)
Basic and diluted weighted average common shares outstanding 363,763,347 346,779,156
Comprehensive loss:
Net loss $ (128,322) $ (194,051)
Other comprehensive (loss) income, net of income tax effect
Fair value changes of own credit risk of financial liabilities (15,360) 14,610
Foreign currency translation (53,124) (60,744)
Total other comprehensive loss, net of income tax effect (68,484) (46,134)
Comprehensive loss (196,806) (240,185)
Comprehensive loss attributable to noncontrolling interests
and redeemable noncontrolling interest (19,821) (8,182)
Comprehensive loss attributable to Canopy Growth Corporation $ (176,985) $ (232,003)

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




CANOPY GROWTH CORPORATION
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
(in thousands of Canadian dollars, unaudited)

Additional paid-in capital

Accumulated

Share-
Common based
shares reserve  Warrants

changes

Redeemable
Ownership noncontrolling comprehensive
interest

other

income (loss) Deficit

Noncontrolling

interests Total

Balance at $6,373,544 $517,741 $2,638,951
March 31, 2020
Other
issuances of
common shares

and warrants
Exercise of
warrants
Exercise of
Omnibus Plan
stock

options
Share-based -
compensation
Changes in - - -
redeemable

26214 (26,798) -

315,256 - (70266)

9231  (4509) -

29,140 =

noncontrolling

interest

Ownership - - -
changes

relating to

noncontrolling

interests

Comprehensive - - -
loss

$ (501,403) $

162

(40134) $ 220,899 $(4,323,236) $

(22,513) ; )

- (68/484)  (108501)

221,758 $5,108,120

- (584)

- 244,990

- 4,722

= 29,140

10663  (11,850)

2,647 2,809

(19.821)  (196,806)

Balance at June $6,724,245 $515,574 $2,568,685
30, 2020

$ (501,241) $

(62647) $ 152415 $(4431737) $

215,247 $5,180,541

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



Balance at
March 31, 2019
Other
issuances of
common shares

and warrants
Exercise of
warrants
Exercise of
Omnibus Plan
stock

options
Share-based
compensation
Acreage
warrant
modification
Changes in
redeemable

noncontrolling
interest
Ownership
changes
relating to

noncontrolling
interests
Comprehensive
loss

Balance at June
30, 2019

CANOPY GROWTH CORPORATION
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY
(in thousands of Canadian dollars, unaudited)

Additional paid-in capital Accumulated

Share- Redeemable other
Common based Ownership noncontrolling comprehensive Noncontrolling
shares reserve  Warrants changes interest income (loss) Deficit interests Total

$6,029,222 $505,172 $1,589,925 $ (500,963) $ (2110) $ (5905) $ (835118) $ 285485 $ 7,065,708
18,600 (18,674) - - - - - - (74)
897 - (470) - - - - - 427
28671 (12,594) - - - - - - 16,077
- 84,769 - - - - - - 84,769
- - 1,049,153 - - - (2,166,792) - (1117,639)
- - - - 615 - - (2,715) (2,100)
R - - (150) - - - 2,830 2,680
- - - - - (46,134) (185,869) (8,182) (240,185)
$6,077,390 $558,673 $2,638,608 $ (501,113) $ (1495) $ (52,039) $(3,187,779) $ 277418 $ 5,809,663

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



CANOPY GROWTH CORPORATION

CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands of Canadian dollars, unaudited)

Cash flows from operating activities:
Net loss

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

Depreciation of property, plant and equipment
Amortization of intangible assets

Share of loss on equity method investments
Share-based compensation

Asset impairment and restructuring costs
Income tax (recovery) expense

Non-cash foreign currency

Change in operating assets and liabilities, net of effects from purchases

of businesses:
Amounts receivable
Prepaid expenses and other assets
Inventory
Accounts payable and accrued liabilities
Other, including non-cash fair value adjustments
Net cash used in operating activities
Cash flows from investing activities:
Purchases of and deposits on property, plant and equipment
Purchases of intangible assets
Proceeds on sale of intangible assets
(Purchases) redemption of short-term investments
Investments in equity method investments
Investments in other financial assets
Investment in Acreage Arrangement
Recovery of amounts related to construction financing
Payment of acquisition related liabilities
Net cash outflow on acquisition of noncontrolling interests
Net cash outflow on acquisition of subsidiaries
Net cash used in investing activities
Cash flows from financing activities:
Payment of share issue costs
Proceeds from issuance of shares by Canopy Rivers
Proceeds from exercise of stock options
Proceeds from exercise of warrants
Issuance of long-term debt
Repayment of long-term debt
Net cash provided by (used in) financing activities
Effect of exchange rate changes on cash and cash equivalents
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Supplemental disclosure of cash flow information
Cash received during the period:
Income taxes
Cash paid during the period:
Income taxes
Noncash investing and financing activities
Additions to property, plant and equipment

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

Three months ended June 30,

2020 2019
$  (128322) $  (194,051)
17,415 13587
16,632 7,165
7,189 1,833
30,685 87,362
12,794 -
(3,038) 10,267
8,688 2,834
17,577 13506
(16,059) (24,009)
(10,772) (50,716)
3,755 (12,582)
(75,090) (13486)
(118,546) (158,290)
(61,547) (211,824)
(3,088) (7,692)
18,337 -
(382,486) 687,318
- (2,824)
(2,564) (29.414)
- (395,190)
10,000 -
(4511) (21,447)
(125) -
= (425,024)
(425.984) (405597)
(595) (74)
) 86
4,722 16,077
244,990 427
4,439 -
(6,345) (98,207)
247,303 (81,601)
(30,079) (18,620)
(327,306) (664,198)
1,303,176 2,480,830
$ 975870 $ 1816632
$ 2000 $ -
$ 48 S ;
$ 17337 $ 124427



CANOPY GROWTH CORPORATION
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(in thousands of Canadian dollars, unaudited)

1. DESCRIPTION OF BUSINESS

Canopy Growth Corporation is a publicly traded corporation, incorporated in Canada, with its head office located at 1 Hershey
Drive, Smiths Falls, Ontario. References in these condensed interim consolidated financial statements to “Canopy Growth” or “the
Company” refer to Canopy Growth Corporation and its subsidiaries.

The principal activities of the Company are the production, distribution and sale of cannabis as regulated by the Access to
Cannabis for Medical Purposes Regulations (““ACMPR”) in Canada, up to and including October 16, 2018. On October 17, 2018, the
ACMPR was superseded by The Cannabis Act which regulates the production, distribution, and possession of cannabis for both
medical and adult recreational access in Canada. The Company is also expanding to jurisdictions outside of Canada where federally
lawful and regulated for cannabis and/or hemp including subsidiaries which operate in the United States, Europe, Latin America and the
Caribbean, and Asia / Pacific. Through its partially owned subsidiary Canopy Rivers Inc. (“Canopy Rivers”), the Company also provides
growth capital and a strategic support platform that pursues investment opportunities in the global cannabis sector, where federally
lawful.

2. BASIS OF PRESENTATION

These condensed interim consolidated financial statements have been presented in Canadian dollars and are prepared in
accordance with accounting principles generally accepted in the United States of America (“U.S. GAAP”). Canopy Growth has
determined that the Canadian dollar is the most relevant and appropriate reporting currency as, despite continuing shifts in the relative
size of our operations across multiple geographies, the majority of our operations are conducted in Canadian dollars and our financial
results are prepared and reviewed internally by management in Canadian dollars. Our condensed interim consolidated financial
statements, and the financial information contained herein, are reported in thousands of Canadian dollars, except share and per share
amounts or as otherwise stated.

Certain information and footnote disclosures normally included in the audited annual consolidated financial statements prepared
in accordance with U.S. GAAP have been omitted or condensed. These condensed interim consolidated financial statements should be
read in conjunction with the audited consolidated financial statements included in the Company’s Annual Report on Form 10-K for the
year ended March 31, 2020 (the “Annual Report”), and have been prepared on a basis consistent with the accounting policies as
described in the Annual Report.

These condensed interim consolidated financial statements are unaudited and reflect adjustments (consisting of normal recurring
adjustments) that are, in the opinion of management, necessary to provide a fair statement of results for the interim periods in
accordance with U.S. GAAP.

The results reported in these condensed interim consolidated financial statements should not be regarded as necessarily
indicative of results that may be expected for an entire fiscal year. The policies set out below are consistently applied to all periods
presented, unless otherwise noted.

Principles of consolidation

The accompanying condensed interim consolidated financial statements include the accounts of the Company and all entities in
which the Company either has a controlling voting interest or is the primary beneficiary of a variable interest entity. All intercompany
accounts and transactions have been eliminated on consolidation. Information on the Company’s subsidiaries with noncontrolling
interests is included in Note 21.

Variable interest entities

A variable interest entity (“VIE”) is an entity that does not have sufficient equity at risk to finance its activities without additional
subordinated financial support or is structured such that equity investors lack the ability to control the entity’s activities or do not
substantially participate in the gains and losses of the entity. Upon inception of a contractual agreement, and thereafter, if a
reconsideration event occurs, the Company performs an assessment to determine whether the arrangement contains a variable interest in
an entity and whether that entity is a VIE. The primary beneficiary of a VIE is the party that has both the power to direct the activities
that most significantly impact the VIE’s economic performance and the obligation to absorb losses or the right to receive benefits from
the VIE that could potentially be significant to the VIE. Under Accounting Standards Codification (“ASC”) 810 — Consolidations, where
the Company concludes that it is the primary beneficiary of a VIE, the Company consolidates the accounts of that VIE.
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Equity method investments

Investments accounted for using the equity method include those investments where the Company (i) can exercise significant
influence over the other entity and (ii) holds common stock and/or in-substance common stock of the other entity. Under the equity
method, investments are carried at cost, and subsequently adjusted for the Company’s share of net income (loss), comprehensive
income (loss) and distributions received from the investee. If the current fair value of an investment falls below its carrying amount, this
may indicate that an impairment loss should be recorded. Any impairment losses recognized are not reversed in subsequent periods.
Refer to Note 9 for additional information on the Company’s investments accounted for using the equity method.

Use of estimates

The preparation of these condensed interim consolidated financial statements and accompanying notes in conformity with U.S.
GAAP requires management to make estimates and assumptions that affect the amounts reported. Actual results could differ from those
estimates.

New accounting policies

Recently Adopted Accounting Pronouncements
Measurement of Credit Losses on Financial Instruments

In June 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2016-13,
Financial Instruments — Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments (“ASU 2016-13”). ASU
2016-13 requires the measurement of all expected credit losses for financial assets held at the reporting date based on historical
experience, current conditions and reasonable and supportable forecasts. Adoption of ASU 2016-13 will require financial institutions and
other organizations to use forward-looking information to better formulate their credit loss estimates. Canopy Growth adopted the new
standard as of April 1, 2020. There was no impact of adopting ASU 2016-13 on the condensed interim consolidated financial statements.

Fair Value Measurement

In August 2018, the FASB issued ASU 2018-13, Disclosure Framework — Changes to the Disclosure Requirements for Fair Value
Measurement (Topic 820) (“ASU 2018-13"). ASU 2018-13 adds, modifies, and removes certain fair value measurement disclosure
requirements. Canopy Growth adopted the new standard as of April 1, 2020. There was no impact of adopting ASU 2018-13 on the
condensed interim consolidated financial statements.

Accounting Guidance not yet adopted
Income Taxes

In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes (“ASU
2019-12”), which among other things, eliminates certain exceptions in the current rules regarding the approach for intraperiod tax
allocations and the methodology for calculating income taxes in an interim period, and clarifies the accounting for transactions that result
in a step-up in the tax basis of goodwill. ASU 2019-12 is effective for annual and interim periods beginning after December 15, 2020. Early
adoption is permitted. The Company is evaluating the impact on the consolidated financial statements and expects to implement the
provisions of ASU 2019-12 effective April 1, 2021.

In January 2020, the FASB issued ASU 2020-01, Investments-Equity Securities (Topic 321), Investments-Equity Method and Joint
Ventures (Topic 323), and Derivatives and Hedging (Topic 815). ASU 2020-01 clarifies the interaction of accounting for the transition
into and out of the equity method. The new standard also clarifies the accounting for measuring certain purchased options and forward
contracts to acquire investments. The guidance in ASU 2020-01 is effective for annual and interim periods beginning after December 15,
2020, with early adoption permitted. The Company is evaluating the impact on the consolidated financial statements and expects to
implement the provisions of ASU 2020-01 effective April 1, 2021.



3. ASSET IMPAIRMENT AND RESTRUCTURING COSTS

In the year ended March 31, 2020, the Company commenced an organizational and strategic review of its business which resulted
in several restructuring actions designed to improve organizational focus, streamline operations and align the Company’s production
capability with projected demand. In the three months ended June 30, 2020, the Company completed certain of the restructuring actions
that had commenced in the previous fiscal year, and recorded final adjustments related to changes in certain estimates recorded at March
31, 2020. In addition, the Company incurred additional costs in the three months ended June 30, 2020, related primarily to the
rationalization of our marketing organization in the current period. As a result, in the three months ended June 30, 2020, the Company
recognized asset impairment and restructuring costs of $12,794 in relation to (i) costs associated with the closure of certain of the
Company’s Canadian production facilities; (ii) completing the exit of the Company’s operations in South Africa and Lesotho; and (iii)
employee-related costs associated with rationalizing certain marketing activities.

4. CASH AND CASH EQUIVALENTS

The components of cash and cash equivalents are as follows:

June 30, March 31,
2020 2020
Cash $ 508047 $ 679,581
Cash equivalents 467,823 623,595

$ 975870 $ 1303176

5. SHORT-TERM INVESTMENTS

The components of short-term investments are as follows:

June 30, March 31,
2020 2020
Term deposits $ 626470 $ 374,000
Government securities 195,789 226,087
Commercial paper and other 238,642 73,236

$ 1060901 $ 673,323

The amortized cost of short-term investments at June 30, 2020 is $1,060,890 (March 31, 2020 — $673,022).

6. AMOUNTS RECEIVABLE, NET

The components of amounts receivable, net are as follows:

June 30, March 31,
2020 2020
Accounts receivable, net $ 42222 $ 51,166
Interest receivable 14,215 10,303
Indirect taxes receivable 5,348 22,982
Other receivables 10,793 5,704
$ 72578 % 90,155

Included in the accounts receivable, net balance at June 30, 2020 is an allowance for doubtful accounts of $917 (March 31, 2020 —
$655).

7. INVENTORY
The components of inventory are as follows:
June 30, March 31,
2020 2020
Raw materials, packaging supplies and consumables $ 49581 $ 75,507
Work in progress 260,028 255,934
Finished goods 80,191 59,645

$ 389,800 $ 391,086

In the three months ended June 30, 2020, the Company recorded write-downs related to inventory of $19,386 (three months ended
June 30, 2019 — $4,789) in cost of goods sold.



8. PREPAID EXPENSES AND OTHER ASSETS

The components of prepaid expenses and other assets are as follows:

June 30, March 31,
2020 2020
Prepaid expenses $ 51202 $ 41,423
Deposits 18,752 7,773
Prepaid inventory 17,160 21,217
Other assets 11,248 14,681
$ 98362 $ 85,094

9. EQUITY METHOD INVESTMENTS

The following table presents changes in the Company’s investments in associates that are accounted for using the equity method
in the three months ended June 30, 2020:

Balance at Share of Balance at
Ownership March 31, net (loss) June 30,

Entity Instrument percentage 2020 income 2020
PharmHouse Shares 49% $ 370255 $ (4656) $ 32,369
More Life Shares 40% 10,300 - 10,300
CanapaR Shares 49% 8,500 (329) 8,171
Agripharm Shares 40% 5,000 (2,937) 2,063
Other Shares 18%-27% 5,018 733 5,751

$ 65843 $ (7189) $ 58,654

Where the Company does not have the same reporting date as its investees, the Company will account for its investment one
quarter in arrears. Accordingly, certain of the figures in the above table, including the Company’s share of the investee’s net income
(loss), are based on the investees’ results for the three months ended March 31, 2020 (with respect to June 30, 2020) with adjustments for
any signficant transactions.

The following tables present current and non-current assets, current and non-current liabilities as well as revenues and net loss of
the Company’s equity method investments as at and for the three months ended March 31, 2020:

Current Non-current Current Non-current
Entity assets assets liabilities liabilities Revenue Net loss
PharmHouse $ 9193 $ 167,022 $ 85463 $ 80,176 $ - $ (9,019)
CanapaR 14,006 11,328 2,126 - 110 (669)
Agripharm 6,992 25,034 25,153 1,719 2,468 (7,342)
Other 10,317 22,360 3,996 11,462 1,928 (2,588)
$ 40508 $ 225744 $ 116,738 $ 93357 $ 4506 $ (19,618)




10. OTHER FINANCIAL ASSETS

The following table outlines changes in other financial assets. Additional details on how the fair value of significant investments
are calculated are included in Note 22.

Exercise of
Balance at options / Balance at
March 31, Fair value disposal June 30,
Entity Instrument 2020 Additions changes of shares 2020
Term loan /
TerrAscend Canada debenture $ 53820 $ - $ 10960 $ - $ 64,780
Exchangeable
TerrAscend shares 47,000 - 6,000 - 53,000
TerrAscend Warrants 25,004 - 10,306 - 35,310
PharmHouse Loan receivable 40,000 - - - 40,000
ZeaKal Shares 14,186 - (586) - 13,600
Agripharm Royalty interest 12,600 - 900 - 13,500
Convertible
Greenhouse debenture 10,517 - 17) - 10,500
Other - classified as fair value through net income (loss) Various 22,495 481 (4,628) - 18,348
Other - elected as fair value through net income (loss) Various 9,483 1,519 (1,128) - 9,874
Other - classified as held for investment Loan receivable 14,148 600 - (36) 14,712
$ 249,253 $ 2,600 $ 21,807 $ (36) $ 273,624
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11. PROPERTY, PLANT AND EQUIPMENT

The components of property, plant and equipment are as follows:

June 30, March 31,
2020 2020
Buildings and greenhouses $ 880329 $ 876,732
Production and warehouse equipment 287,002 300,666
Leasehold improvements 76,862 75,964
Land 71,355 65,003
Office and lab equipment 28,538 29,978
Computer equipment 31,844 30,744
Right-of-use-assets
Buildings and greenhouses 148,743 169,754
Production and warehouse equipment 666 927
Assets in process 371,626 365,644
1,896,965 1,915,412
Less: Accumulated depreciation (388,297) (390,609)

$ 1508668 $ 1,524,803

Depreciation expense included in cost of goods sold for the three months ended June 30, 2020 is $14,786 (three months ended June
30, 2019 — $9,316). Depreciation expense included in selling, general and administrative expenses for the three months ended June 30,
2020 is $2,629 (three months ended June 30, 2019 — $4,271).

12. INTANGIBLE ASSETS

The components of intangible assets are as follows:

June 30, 2020 March 31, 2020
Gross Net Gross Net
Carrying Carrying Carrying Carrying
Amount Amount Amount Amount
Finite lived intangible assets
Licensed brands $ 65826 $ 49218 $ 66,227 $ 53,797
Distribution channel 73,721 43,622 74,768 47117
Health Canada and operating licenses 56,200 49,132 63,631 57,250
Intellectual property 220,142 190,843 240,386 215,044
Software and domain names 24,238 17,966 16,056 10,013
Amortizable intangibles in process 4,083 4,083 9,590 9,590
Total 444210 354,864 470,658 392,811
Indefinite lived intangible assets
Operating licenses $ 8,000 $ 7,000
Acquired brands 81,335 76,555
Total intangible assets $ 444,199 $ 476,366

Amortization expense included in cost of goods sold for the three months ended June 30, 2020 is $702 (three months ended June
30,2019 — $12). Amortization expense included in selling, general and administrative expenses for the three months ended June 30, 2020
is $15,930 (three months ended June 30, 2019 — $7,153).
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13. GOODWILL

The changes in the carrying amount of goodwill are as follows:

Balance, March 31, 2019 $ 1,489,859
Purchase accounting allocations 443724
Finalization of S&B purchase price allocation (24,990)
Foreign currency translation adjustments 45,878

Balance, March 31, 2020 1,954,471
Foreign currency translation adjustments (25,053)

Balance, June 30, 2020 $ 1,929,418

14. OTHER ACCRUED EXPENSES AND LIABILITIES

The components of other accrued expenses and liabilities are as follows:

June 30, March 31,
2020 2020
Property, plant and equipment $ 2576 $ 1,173
Professional fees 15,725 7,677
Employee compensation 41,036 33,415
Other 23,644 22,729
$ 82981 $ 64,994
15. DEBT
The components of debt are as follows:
Convertible senior notes
June 30, March 31,
Maturity Date 2020 2020
Convertible senior notes at 4.25% interest with
semi-annual interest payments July 15, 2023
Principal amount $ 600000 $ 600,000
Accrued interest 11,898 5,454
Non-credit risk fair value adjustment (13,230) (27,120)
Credit risk fair value adjustment (112,770) (128,130)
485,898 450,204
Transferred receivables, bearing interest rate of
EURIBOR plus 0.850% 4,439 4,678
Other revolving debt facility, loan, and financings 10,069 10,533
500,406 465,415
Less: current portion (22,570) (16,393)
Long-term portion $ 477836 $ 449,022

On June 20, 2018, the Company issued convertible senior notes (the “notes”) with an aggregate principal amount of $600,000. The
notes bear interest at a rate of 4.25% per annum, payable semi-annually on January 15th and July 15th of each year commencing from
January 15, 2019. The notes will mature on July 15, 2023. The notes are subordinated in right of payment to any existing and future senior
indebtedness, including indebtedness under the revolving credit facility. The notes will rank senior in right of payment to any future
subordinated borrowings. The notes are effectively junior to any secured indebtedness and the notes are structurally subordinated to all
indebtedness and other liabilities of the Company’s subsidiaries.

Holders of the notes may convert the notes at their option at any time from January 15, 2023 to the maturity date. The notes will be
convertible, at the holder’s option, at a conversion rate of 20.7577 common shares for every $1 principal amount of notes (equal to an
initial conversion price of approximately $48.18 per common share), subject to adjustments in certain events. In addition, the holder has
the right to exercise the conversion option from September 30, 2018 to January 15, 2023, if (i) the market price of the Company common
shares for at least 20 trading days during a period of 30 consecutive trading days ending on the last trading day of the preceding
calendar quarter is greater than or equal to 130% of the conversion price on each applicable trading day, (ii) during the 5 business day
period after any consecutive 5 trading day period (the “measurement period”) in which the trading price per $1 principal
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amount of the notes for each trading day in the measurement period was less than 98% of the product of the last reported sales price of
the Company’s common shares and the conversion rate on each such trading day, (iii) the notes are called for redemption or (iv) upon
occurrence of certain corporate events (“Fundamental Change”). A Fundamental Change occurred upon completion of the investment
by Constellation Brands, Inc. (“CBI”) in November 2018, and no note holders surrendered any portion of their notes as at the repurchase
date of December 5, 2018.

The Company may, upon conversion by the holder, elect to settle in either cash, common shares, or a combination of cash and
common shares, subject to certain circumstances. Under the terms of the indenture if a Fundamental Change occurs and a holder elects
to convert its notes from and including on the date of the Fundamental Change up to, and including, the business day immediately prior
to the Fundamental Change repurchase date, the Company may be required to increase the conversion rate for the notes so surrendered
for conversion by a number of additional common shares.

The Company cannot redeem the notes prior to July 20, 2021, except in the event of certain changes in Canadian tax law. On or
after July 20, 2021, the Company could redeem for cash, subject to certain conditions, any or all of the notes, at its option, if the last
reported sales price of the Company’s common shares for at least 20 trading days during any 30 consecutive trading day period ending
within 5 trading days immediately preceding the date on which the Company provides notice of redemption exceeds 130% of the
conversion price on each applicable trading day. The Company may also redeem the notes, if certain tax laws related to Canadian
withholding tax change subject to certain further conditions. The redemption of notes in either case shall be at a redemption price equal
to 100% of the principal amount of the notes to be redeemed, plus accrued and unpaid interest to, but excluding, the redemption date.

For accounting purposes, the equity conversion feature did not meet the equity classification guidance, therefore the Company
elected the fair value option under ASC 825 — Fair Value Measurements. The notes were initially recognized at fair value on the balance
sheet. All subsequent changes in fair value, excluding the impact of the change in fair value related to Company’s own credit risk are
recorded in other income (expenses), net. The changes in fair value related to the Company’s own credit risk are recorded through other
comprehensive income (loss).

The overall change in fair value of the notes during the three months ended June 30, 2020, was an increase of $35,694 (three
months ended June 30, 2019 a decrease of $46,056), which included contractual interest of $6,444 (three months ended June 30, 2019,
interest of $6,444). Refer to Note 22 for additional details on how the fair value of the notes is calculated.

Transferred receivables

The carrying amount of the transferred receivables include receivables which are subject to a factoring arrangement. Under this
agreement, C3 Cannabinoid Compound Company (“C3”) has transferred the relevant receivables to PB Factoring GmbH in exchange for
cash. The transferred receivables to PB Factoring GmbH are $4,342 and the associated secured borrowing is $4,439.

Other revolving debt facility, loans, and financings

On August 13, 2019, the Company, through its wholly owned subsidiary, Tweed Farms Inc., entered into a $40,000 revolving debt
facility with Farm Credit Canada (“FCC”). The new facility replaces the previous loans with FCC and is secured by the Company’s
property in Niagara-on-the-Lake. The extinguishment of $4,912 in previous FCC debt resulted in no gain or loss.

The current outstanding balance of the FCC debt facility is $5,268 with an interest rate of 3.45%, or FCC prime rate plus 1.0%, and
matures on September 3, 2024.

The revolving debt facility with FCC is secured by a first charge on the properties in Niagara-on-the-Lake, Ontario, a corporate
guarantee from the Company, and a general corporate security agreement.

16. OTHER LIABILITIES

The components of other liabilities are as follows:

As at June 30, 2020 As at March 31, 2020
Current Long-term Total Current Long-term Total

Acquisition consideration

related liabilities $ 52318 $ 13749 $ 66,067 $ 104,028 $ 9791 $ 113,819
Lease liabilities 38,308 97,010 135,318 40,356 120,047 160,403
Minimum royalty obligations 11,437 49,043 60,480 9,368 50,445 59,813
Refund liability 8,433 - 8,433 17,586 - 17,586
Settlement liability 1411 6,636 8,047 33,162 7,932 41,094
Other 12,850 1,801 14,651 11,309 2,445 13,754

$ 124,757 $

=

68,239 $ 292,996 $ 215809 $ 190,660 $ 406,469
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17. REDEEMABLE NONCONTROLLING INTEREST

The net changes in the redeemable noncontrolling interests are as follows:

As at March 31, 2020

Loss attributable to noncontrolling interest
Adjustments to redemption amount

As at June 30, 2020

As at March 31, 2019

Income attributable to noncontrolling interest
Adjustments to redemption amount

As at June 30, 2019

18. SHARE CAPITAL

CANOPY GROWTH
Authorized

An unlimited number of common shares.

(i) Equity financings

Vert
Mirabel BioSteel Total
$ 20250 $ 49500 $ 69,750
(9,253) (1,410) (10,663)
18,803 3,710 22513
$ 29800 $ 51800 $ 81,600
Vert
Mirabel
$ 6,400
2,715
(615)
$ 8,500

There were no equity financings during the three months ended June 30, 2020 (June 30, 2019 - none).

(ii) Other issuances of common shares

During the three months ended June 30, 2020, the Company issued the following shares, net of share issuance costs, as a result of
business combinations, milestones being met, and other equity-settled transactions:

Completion of acquisition milestones
Other issuances
Total

Share
Number of Share based
shares capital reserve
751922 % 12079 $ (12,079)
412,417 14,135 (14,719)
1164339 $ 26214 $ (26,798)

During the three months ended June 30, 2019, the Company issued the following shares, net of share issuance costs, as a result of
business combinations, milestones being met, and other equity-settled transactions:

Completion of acquisition milestones
Other issuances
Total

(iii) Warrants
Balance outstanding at March 31, 20201

Exercise of warrants
Balance outstanding at June 30, 20201

Share
Number of Share based
shares capital reserve
482321 % 18674 $ (18,674)
- (74) -
482321 $ 18600 $ (18,674)
Number of Average
whole exercise Warrant
warrants price value
146,299,443 $ 5244  $ 2,638,951
(18,876,901) 12.98 (70,266)
127422542  $ 5829 $ 2,568,685

1 This balance excludes the Tranche C Warrants, which represent a derivative liability and have nominal value, see note 26.



Number of Average

whole exercise Warrant
warrants price value
Balance outstanding at March 31, 2019 107,848322 $ 4380 $ 1,589,925
Tranche A warrant modification - - 1,049,153
Issuance of Tranche B warrants 38,454,444 76.68 -
Exercise of warrants (12,060) 35.36 (470)
Balance outstanding at June 30, 20191 146,290,706  $ 5244  $ 2,638,608

1 This balance excludes the Tranche C Warrants, which represent a derivative liability and have nominal value, see note 26.

CANOPY RIVERS
Authorized capital

Canopy Rivers Inc. (“Canopy Rivers”) is authorized to issue an unlimited number of Class A common shares designated as
subordinated voting shares (the “Subordinated Voting Shares”) and unlimited number of Class B common shares designated as multiple
voting shares (the “Multiple Voting Shares”). Each Subordinated Voting Share carries the right to one vote per share and each Multiple
Voting Share carries the right to 20 votes per share at all meetings of the shareholders of Canopy Rivers. There is no priority or
distinction between the two classes of shares in respect of their entitlement to the payment of dividends or participation on liquidation,
dissolution or winding-up of Canopy Rivers.

Issued and outstanding

As at June 30, 2020, Canopy Rivers had 36,468,318 Multiple Voting Shares (March 31, 2020 — 36,468,318) and 153,500,256
Subordinated Voting Shares (March 31, 2020 — 152,837,131) issued and outstanding. As at June 30, 2020, the Company held 36,468,318
Multiple Voting Shares (March 31, 2020 — 36,468,318) and 15,223,938 Subordinated Voting shares (March 31, 2020 — 15,223,938) which
represented a 27.2% ownership interest in Canopy Rivers and 84.3% of the voting rights (March 31, 2020 — 27.3% and 84.4%
respectively). The voting rights allow the Company to direct the relevant activities of Canopy Rivers such that the Company has control
over Canopy Rivers and Canopy Rivers is consolidated in these financial statements.

Financings

There were no financings during the three months ended June 30, 2020, other than the release of shares related to share purchase
financing as noted below.

Initial financing

10,066,668 Subordinated Voting Shares were acquired by certain employees of the Company and another individual by way of
share purchase loans, whereby funds were advanced to Canopy Rivers by the Company on behalf of such individuals. These
Subordinated Voting Shares were initially accounted for as seed capital options and are not considered issued for accounting purposes
until the loans are repaid on an individual employee/consultant basis. During the three months ended June 30, 2020, share purchase
loans in the amount of $32 (three months ended June 30, 2019 — $19) relating to Canopy Rivers shares held in trust by the Company on
behalf of certain Canopy Growth employees were repaid, resulting in the release from escrow of 638,891 Subordinated Voting Shares
(three months ended June 30, 2019 — 377,775). As at June 30, 2020, there were 2,166,669 seed capital options outstanding (March 31, 2020
—2,805,560). Please refer to Note 19 for additional details on the seed capital options

Share buyback

On April 2, 2020, Canopy Rivers received approval from the Toronto Stock Exchange (“TSX”) to commence a normal course issuer
bid (“NCIB”) to purchase up to 10,409,961 Subordinated VVoting Shares, representing 10% of Canopy Rivers’ issued and outstanding
Subordinated Voting Shares, in the open market or as otherwise permitted by the TSX, subject to the normal terms and limitations of such
bids. The NCIB will expire on April 1, 2021.

Daily purchases are limited to 70,653 Subordinating VVoting Shares, representing 25% of the average daily trading volume on the
TSX over a specified period. The NCIB may be utilized at the sole discretion of Canopy Rivers, with no contractual obligation to
purchase any specified number of shares. All Subordinated Voting Share purchases made by Canopy Rivers under the NCIB will be
funded out of Canopy Rivers’ working capital and will be cancelled immediately.

During the three months ended June 30, 2020, Canopy Rivers repurchased and cancelled a total of 109,100 Subordinated Voting
Shares under the NCIB program for $125, at a weighted average acquisition price of $1.14 per share (three months ended June 30, 2019 —
not applicable).
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19. SHARE-BASED COMPENSATION

CANOPY GROWTH CORPORATION SHARE-BASED COMPENSATION PLAN
Canopy Growth's eligible employees participate in a share-based compensation plan as noted below.

On September 15, 2017, shareholders approved an Omnibus Incentive Plan (as amended and restated, the “Omnibus Plan”)
pursuant to which the Company can issue share-based long-term incentives. On July 30, 2018, shareholders of the Company approved
certain amendments to the Omnibus Plan in order to increase the maximum number of shares issuable under the Omnibus Plan. All
directors, officers, employees and independent contractors of the Company are eligible to receive awards of common share purchase
options (“Options”™), restricted share units (“RSUs”), performance share units (“PSUs”), deferred share units, stock appreciation rights
(“Stock Appreciation Rights”), performance awards (‘“Performance Awards”) or other stock based awards (collectively, the “Awards”)
under the Omnibus Plan. In addition, shareholders also approved the 2017 Employee Stock Purchase Plan of the Company (the
“Purchase Plan”).

Under the Omnibus Plan, the maximum number of shares issuable from treasury pursuant to Awards shall not exceed 15% of the
total outstanding shares from time to time less the number of shares issuable pursuant to all other security-based compensation
arrangements of the Company. The maximum number of common shares reserved for Awards is 55,629,846 at June 30, 2020. As of June
30, 2020, the only Awards issued have been Options, RSUs and PSUs under the Omnibus Plan.

The Omnibus Plan is administered by the Board of Directors of the Company who establishes exercise prices, at not less than the
market price at the date of grant, and expiry dates. Options under the Omnibus Plan generally become exercisable in increments with 1/3
being exercisable on each of the first, second and third anniversaries from the date of grant, with expiry dates set at six years from
issuance. The Board of Directors of the Company has the discretion to amend general vesting provisions and the term of any award,
subject to limits contained in the Omnibus Plan.

Under the Purchase Plan, the aggregate number of common shares that may be issued is 400,000, and the maximum number of
common shares which may be issued in any one fiscal year shall not exceed 200,000. As of June 30, 2020, no common shares have been
issued under the Purchase Plan.

The following is a summary of the changes in the Options outstanding under the Omnibus Plan during the three months ended
June 30, 2020:

Weighted
Options average

issued exercise price

Balance outstanding at March 31, 2020 32508395 $ 34.89

Options granted 155,800 2220

Options exercised (711,472) 6.64

Options forfeited/cancelled (3,060,675) 39.37

Balance outstanding at June 30, 2020 28892048 $ 35.04

The following is a summary of the Options as at June 30, 2020:
Options Outstanding Options Exercisable
Weighted Average Weighted Average
Remaining Remaining
Outstanding at Contractual Life Exercisable at Contractual Life

Range of Exercise Prices June 30, 2020 (years) June 30, 2020 (years)
$0.06 - $24.62 5,494,833 3.37 3,415,917 2.74
$24.63 - $35.00 5,944,019 4.65 1,618,363 365
$35.01 - $36.80 5,941,004 433 2,589,127 412
$36.81 - $42.84 5,224,455 422 2,424,909 4.00
$42.85 - $67.64 6,287,737 4.65 1,511,022 444
28,892,048 4.26 11,559,338 3.67

At June 30, 2020, the weighted average exercise price of Options outstanding and Options exercisable was $35.04 and $31.60,
respectively (March 31, 2020 — $34.89 and $31.84, respectively).

The Company recorded $22,328 in share-based compensation expense related to Options issued to employees and contractors for
the three months ended June 30, 2020 (three months ended June 30, 2019 — $73,093). The share-based compensation expense for the
three months ended June 30, 2020 includes an amount related to 2,060,068 Options being provided in exchange for services which are
subject to performance conditions (for the three months ended June 30, 2019 — 595,000).
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The Company uses the Black-Scholes option pricing model to establish the fair value of Options granted during the three months
ended June 30, 2020 and 2019, on their measurement date by applying the following assumptions:

June 30, June 30,

2020 2019
Risk-free interest rate 0.33% 1.41%
Expected life of options (years) 3-5 3-5
Expected volatility 76% 73%
Expected forfeiture rate 16% 1%
Expected dividend yield nil nil
Black-Scholes value of each option $12.31 $28.58

Volatility was estimated by using the historical volatility of the Company. The expected life in years represents the period of time
that Options granted are expected to be outstanding. The risk-free rate was based on zero coupon Canada government bonds with a
remaining term equal to the expected life of the Options.

During the three months ended June 30, 2020, 711,472 Options were exercised ranging in price from $1.32 to $27.99 for gross
proceeds of $4,722 (for the three months ended June 30, 2019 — 1,713,592 Options were exercised ranging in price from $0.22 to $40.68 for
gross proceeds of $16,077).

For the three months ended June 30, 2020, the Company recorded $3,842 in share-based compensation expense related to these
RSUs (for the three months ended June 30, 2019 — $1,394). The following is a summary of the changes in the Company’s RSUs during the
three months ended June 30, 2020:

Number of
RSUs
Balance outstanding at March 31, 2020 883,009
RSUs cancelled and forfeited (50,871)
Balance outstanding at June 30, 2020 832,138

Share-based compensation expense related to acquisition milestones is comprised of:
Three months ended

June 30, June 30,
2020 2019
Canindica $ 508 $ 4,010
Spectrum Colombia - 2,259
Other 2,372 4,012
$ 2970 $ 10,281

During the three months ended June 30, 2020, 751,922 common shares (during the three months ended June 30, 2019 — 482,321)
were released on completion of acquisition milestones. At June 30, 2020, there were up to 4,090,709 common shares to be issued on the
completion of acquisition and asset purchase milestones. In certain cases, the number of common shares to be issued is based on the
volume weighted average share price at the time the milestones are met. The number of common shares has been estimated assuming the
milestones were met at June 30, 2020. The number of common shares excludes common shares that are to be issued on July 4, 2023 to the
previous shareholders of Spectrum Colombia S.A.S. (“Spectrum Colombia”) and Canindica Capital Ltd. (“Canindica”) based on the fair
market value of the Company’s Latin American business on that date.

BioSteel share-based payments

On October 1, 2019, the Company purchased 72% of the outstanding shares of BioSteel Sports Nutrition Inc. (“BioSteel”).
BioSteel has a stock option plan under which non-transferable options to purchase common shares of BioSteel may be granted to
directors, officers, employees, or independent contractors of the BioSteel. As at June 30, 2020, BioSteel had 1,014,000 (March 31, 2020 —
1,008,000) options outstanding which vest in equal tranches over a 5-year period. In determining the amount of share-based
compensation related to these options, BioSteel used the Black-Scholes option pricing model to establish the fair value of options on
their measurement date. The Company recorded $244 (three months ended June 30, 2019 — $nil) of share-based compensation expense
related to the BioSteel options during the three months ended June 30, 2020 with a corresponding increase in noncontrolling interest.
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CANOPY RIVERS SHARE-BASED COMPENSATION PLAN

Seed Capital Options

On May 12, 2017, seed capital options were issued. These seed capital options consisted of 10,066,668 shares that were issued by
way of share purchase loans. Since they were issued through loans, they are not considered issued for accounting purposes until the
loan is repaid. The seed capital options were measured at fair value on May 12, 2017, using a Black-Scholes option pricing model and will
be expensed over their vesting period. Where there are performance conditions in addition to service requirements Canopy Rivers has
estimated the number of shares it expects to vest and is amortizing the expense over the expected vesting period.

Seed capital Seed capital
options issued loan balance
Balance outstanding at March 31, 2020 2805560 $ 140
Options exercised (638,891) $ (32)
Balance outstanding at June 30, 2020 2,166,669 $ 108

Canopy Rivers has a stock option plan (the “Option Plan”) under which non-transferable options to purchase Subordinated Voting
Shares of the Company may be granted to directors, officers, employees, or independent contractors of Canopy Rivers. Pursuant to the
Option Plan, the maximum number of Subordinated VVoting Shares issuable from treasury pursuant to outstanding options shall not
exceed 10% of the issued and outstanding Subordinated Voting Shares and Multiple Voting Shares, on an aggregate basis. The Option
Plan is administered by the Board of Directors of Canopy Rivers who establishes exercise prices, at not less than the market price at the
date of the grant, and expiry dates. Options under the Option Plan generally become exercisable in increments, with one-third being
exercisable on each of the first, second, and third anniversaries from the date of grant, and have expiry dates five years from the date of
grant. The Board of Directors of Canopy Rivers has the discretion to amend general vesting provisions and the term of any option grant,
subject to limits contained in the Option Plan. The seed capital options are not within the scope of the Option Plan.

The following is a summary of the changes in Canopy Rivers’ stock options, excluding the seed capital options presented
separately, during the three months ended June 30, 2020:

Weighted
Options average
issued exercise price
Balance outstanding at March 31, 2020 13,066,004 $ 231
Options granted - -
Options exercised (100,000) 0.60
Options expired (30,000) 350
Options forfeited/cancelled (218,334) 2.26
Balance outstanding at June 30, 2020 12,717670 $ 2.32

In determining the amount of share-based compensation related to options issued during the year, Canopy Rivers used the Black-
Scholes option pricing model to establish the fair value of options granted during the three months ended June 30, 2020 and 2019, on
their measurement date by applying the following assumptions:

June 30, June 30,
2020 2019

Risk-free interest rate - 1.35%
Expected life of options (years) - 3-4
Expected volatility - 70%
Expected forfeiture rate - nil
Expected dividend yield - nil
Black-Scholes value of each option - $1.93

Volatility was estimated using companies that Canopy Rivers considers comparable that have trading and volatility history prior to
Canopy Rivers becoming public. The expected life in years represents the period of time that options granted are expected to be
outstanding. The risk-free rate was based on zero coupon Canada government bonds with a remaining term equal to the expected life of
the options.

For the three months ended June 30, 2020, the Company recorded $1,184 (three months ended June 30, 2019 — $2,594) in share-
based compensation expense related to these options and the seed capital options with a corresponding increase to noncontrolling
interests.
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In the three months ended June 30, 2020, Canopy Rivers granted $225 (three months ended June 30, 2019 — $nil) worth of RSUs
which vest over a one-year period. For the three months ended June 30, 2020, the Company recorded $117 (three months ended June 30,
2019 — $nil) of share-based compensation expense related to these RSUs.

20. ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

Accumulated other comprehensive income includes the following components:

As at March 31, 2020
Other comprehensive loss
As at June 30, 2020

As at March 31, 2019
Other comprehensive (loss) income
As at June 30, 2019

21. NONCONTROLLING INTERESTS

The net change in the noncontrolling interests is as follows:

As at March 31, 2020

Comprehensive loss

Net loss attributable to redeemable
noncontrolling interest

Share-based compensation

Ownership changes

Warrants

As at June 30, 2020

As at March 31, 2019

Comprehensive (loss) income

Net income attributable to redeemable
noncontrolling interest

Share-based compensation

Ownership changes

As at June 30, 2019

Foreign Changes of Accumulated
currency own credit risk other
translation of financial comprehensive
adjustments liabilities income (loss)
3$ 126,723 $ 924176 $ 220,899
(53,124) (15,360) (68,484)
$ 73599 $ 78816 $ 152,415
Foreign Changes of Accumulated
currency own credit risk other
translation of financial comprehensive
adjustments liabilities income (loss)
$ 41225  $ (47,130) $ (5,905)
(60,744) 14,610 (46,134)
3$ (19519) $ (32520) $ (52,039)
Other non-
Canopy Vert material
Rivers Mirabel BioSteel interests Total
$ 211086 $ 7132 % 489 $ 3051 $ 221,758
(3883) (14,528) (1,410) - (19,821)
- 9,253 1410 - 10,663
1,301 - 244 - 1,545
852 = = = 852
250 - - - 250
$ 209606 $ 1857 $ 733 $ 3051 $ 215,247
Other non-
Canopy Vert material
Rivers Mirabel interests Total
$ 280012 $ 2422 % 3051 $ 285,485
(12,431) 4,249 - (8,182)
- (2,715) - (2,715)
2,594 - - 2,594
236 = = 236
$ 270411 $ 3956 $ 3051 $ 277418
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22. FAIR VALUE OF FINANCIAL INSTRUMENTS
Fair value measurements are made using a three-tier fair value hierarchy, which prioritizes the inputs used in measuring fair value:

» Level 1 - defined as observable inputs such as quoted prices in active markets;

» Level 2 — defined as inputs other than quoted prices in active markets that are either directly or indirectly observable; and

» Level 3 - defined as unobservable inputs in which little or no market data exists, therefore requiring an entity to develop
its own assumptions.

The fair value measurement is categorized in its entirety by reference to its lowest level of significant input.

The Company records cash, accounts receivable, interest receivable and, accounts payable, and other accrued expenses and
liabilities at cost. The carrying values of these instruments approximate their fair value due to their short-term maturities. Unless
otherwise noted, it is management's opinion that the Company is not exposed to significant interest or credit risks arising from these
financial instruments.

Assets and liabilities recognized or disclosed at fair value on a nonrecurring basis may include items such as property, plant and
equipment, goodwill and other intangible assets, equity and other investments and other assets. We determine the fair value of these
items using Level 3 inputs, as described in the related sections below.

The following table represents our financial assets and liabilities measured at estimated fair value on a recurring basis:

Fair value measurement using

Quoted prices Significant
prices in other Significant
active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
June 30, 2020
Assets:
Short-term investments $ 1060901 $ - 3% - 3 1,060,901
Restricted short-term investments 16,436 - - 16,436
Other financial assets 1,602 55 217,257 218,914
Liabilities:
Convertible senior notes - 485,898 - 485,898
Liability arising from Acreage Arrangement - - 285,000 285,000
Warrant derivative liability - - 287,122 287,122
March 31, 2020
Assets:
Short-term investments $ 673323 $ - % - $ 673,323
Restricted short-term investments 21,539 - - 21,539
Other financial assets 2,596 36 192,473 195,105
Liabilities:
Convertible senior notes - 450,204 - 450,204
Liability arising from Acreage Arrangement - - 250,000 250,000
Warrant derivative liability - - 322,491 322,491

The following table summarizes the valuation techniques and significant unobservable inputs in the fair value measurement of
significant level 2 financial instruments:

Financial asset / financial liability Valuation techniques Key inputs

Convertible senior note Convertible note pricing model Quoted prices in over-the-counter broker
market
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The following table summarizes the valuation techniques and significant unobservable inputs in the fair value measurement of
significant level 3 financial instruments:

Financial asset /
financial liability

Valuation techniques

Significant unobservable
inputs

Relationship of unobservable inputs to fair value

IAcreage financial
instrument

Probability weighted
expected return model

Probability of each
scenario

Change in probability of occurrence in each
scenario will result in a change in fair value

'Value and number of
common shares to be
issued

Increase or decrease in value and number of
common shares will result in a decrease or increase
in fair value

Probability and timing of
US legalization

Increase or decrease in probability of US
legalization will result in an increase or decrease in
fair value

Estimated premium on US
legalization

Increase or decrease in estimated premium on US
legalization will result in an increase or decrease in
ifair value

Control premium

Increase or decrease in estimated control premium
will result in an increase or decrease in fair value

Synergy value to Canopy
Growth

Increase or decrease in estimated synergy value to
Canopy Growth will result in an increase or
decrease in fair value

TerrAscend exchangeable
shares

Put option pricing model

Probability and timing of
US legalization

Increase or decrease in probability of US
legalization will result in an increase or decrease in
ifair value

TerrAscend warrants

Monte Carlo simulation
model

Probability and timing of
US legalization

Increase or decrease in probability of US
legalization will result in an increase or decrease in
ffair value

TerrAscend Canada term
loan

Discounted cash flow

Probability and timing of
US legalization

Increase or decrease in probability of US
legalization will result in an increase or decrease in
fair value

debenture

ZeaKal shares Market approach Share price Increase or decrease in share price will result in an
increase or decrease in fair value
Greenhouse convertible  [FinCAD model Share price Increase or decrease in share price will result in an

increase or decrease in fair value

IAgripharm royalty
interest and repayable
debenture

Discounted cash flow

Discount rate

Increase or decrease in discount rate will result in a
decrease or increase in fair value

Future royalties

Increase or decrease in future royalties to be paid
will result in an increase or decrease in fair value

\Warrant derivative
liability

Monte Carlo simulation
model

\Volatility of common
share price

Increase or decrease in volatility will result in an
increase or decrease in fair value

Expected life

Increase or decrease in expected life will result in an
increase or decrease in fair value

BioSteel redeemable
noncontrolling interest

Discounted cash flow

Discount rate

Increase or decrease in discount rate will result in a
decrease or increase in fair value

Future wholesale price
and production levels

Increase or decrease in future wholesale price and
production levels will result in an increase or
decrease in fair value

IVert Mirabel redeemable
noncontrolling interest

Discounted cash flow

Discount rate

Increase or decrease in discount rate will result in a
decrease or increase in fair value

Future wholesale price
and production levels

Increase or decrease in future wholesale price and
production levels will result in an increase or

decrease in fair value

21




During the three months ended June 30, 2020 and June 30, 2019, there were no transfers of amounts between levels.
23. REVENUE

Revenue is dissaggregated as follows:

Three months ended

June 30, June 30,
2020 2019

Recreational cannabis revenue

Business to business $ 42180 $ 50,425

Business to consumer 9,330 10,638
Medical cannabis revenue

Canadian 15,336 13,051

International 20,191 10,496
Other revenue 32,051 18,781
Gross revenue 119,088 103,391

Excise taxes 8,672 12,909
Net revenue $ 110416 $ 90,482

The Company recognizes variable consideration related to estimated future product returns and price adjustments as a reduction
of the transaction price at the time revenue for the corresponding product sale is recognized. Net revenue reflects actual returns and
variable consideration related to estimated returns and price adjustments in the amount of $3,400 for the three months ended June 30,
2020 (three months ended June 30, 2019 — $8,000). As of June 30, 2020, the liability for estimated returns and price adjustments was $8,433
(March 31, 2020 — $17,586).

24. OTHER INCOME (EXPENSE), NET

Other income (expense), net is dissaggregated as follows:

Three months ended

June 30, June 30,
2020 2019

Fair value changes on other financial assets $ 21,807 $ (41,087)
Fair value changes on liability arising from Acreage Arrangement (35,000) -
Fair value changes on convertible senior notes (20,334) 31,446
Fair value change on warrant derivative liability 35,369 24,892
Fair value changes on acquisition related contingent consideration 39,983 (1,570)
Interest income 8,993 22,718
Interest expense (1,155) (1,206)
Foreign currency loss (5,959) (2,856)
Other income, net 4501 431

$ 483205 $ 32,768

25. INCOME TAXES

There have been no material changes to income tax matters in connection with normal course operations during the three months
ended June 30, 2020.

The Company is subject to income tax in numerous jurisdictions with varying income tax rates. During the most recent period
ended and the fiscal year to date, there were no material changes to the statutory income tax rates in the taxing jurisdictions where the
majority of the Company’s income for tax purposes was earned, or where its temporary differences or losses are expected to be realized or
settled. Although statutory income tax rates remain stable, the Company’s effective income tax rate may fluctuate, arising as a result of
the Company’s evolving footprint, discrete transactions and other factors that, to the extent material, are disclosed in these financial
statements.

The Company continues to believe the amount of unrealized tax benefits appropriately reflects the uncertainty of items that are or
may in the future be under discussion, audit, dispute or appeal with a tax authority or which otherwise result in uncertainty in the
determination of income for tax purposes. If appropriate, an unrealized tax benefit will be realized in the reporting period in which the
Company determines that realization is not in doubt. Where the final determined outcome is different from the Company’s estimate, such
difference will impact the Company’s income taxes in the reporting period during which such determination is made.



26. ACREAGE ARRANGEMENT AND AMENDMENTS TO CBI INVESTOR RIGHTS AGREEMENT AND WARRANTS
Acreage Arrangement

On June 24, 2020 the Company and Acreage Holdings, Inc. (“Acreage”) entered into a proposal agreement (the “Proposal
Agreement”) to amend the terms of the arrangement (the “Existing Arrangement”) made pursuant to an arrangement agreement (the
“Arrangement Agreement”) between the Company and Acreage dated April 18, 2019, as amended on May 15, 2019. Pursuant to the
terms of the Existing Arrangement, shareholders of Acreage and holders of certain securities convertible into Existing SVS (as defined
below) as of June 26, 2019, received an immediate aggregate total payment of US$300,000 ($395,190) in exchange for granting Canopy
Growth both the right and the obligation (the “Acreage financial instrument”) to acquire all of the issued and outstanding shares of
Acreage following the occurrence or waiver of changes in U.S. federal law to permit the general cultivation, distribution, and possession
of marijuana or to remove the regulation of such activities from the federal laws of the United States (the “Triggering Event”) and subject
to the satisfaction or waiver of the conditions set out in the Arrangement Agreement.

Pursuant to the terms of the Proposal Agreement, the Existing Arrangement will be amended (the “Amended Arrangement”) to
provide for, among other things, the following:

+  acapital reorganization of Acreage (the “Capital Reorganization”), pursuant to which Acreage will amend its Notice of Articles
and Articles to, among other things, create the Fixed Shares (as defined below), the Floating Shares (as defined below) and the
Fixed Multiple Shares (as defined below) and remove the existing Acreage subordinated voting shares (the “Existing SVS”), the
existing Acreage proportionate voting shares (the “Existing PVS”) and the existing Acreage multiple voting shares (the
“Existing MVS”). Pursuant to the Capital Reorganization (i) each outstanding Existing SVS will be exchanged for 0.7 of a Fixed
Share and 0.3 of a Floating Share; (ii) each outstanding Existing PVS will be exchanged for 28 Fixed Shares and 12 Floating
Shares; and (iii) each outstanding Existing MV'S will be exchanged for 0.7 of a Fixed Multiple Share and 0.3 of a Floating Share;

¢ The new Class E subordinated voting shares (the “Fixed Shares”) will have the same attributes as the Existing SVS and will be
listed on the Canadian Securities Exchange (the “CSE”). Following the occurrence or waiver (at the discretion of Canopy
Growth) of the Triggering Event and subject to the satisfaction or waiver of the conditions set out in the Arrangement
Agreement (as modified in connection with the Amended Arrangement), Canopy Growth will acquire all of the issued and
outstanding Fixed Shares based on an amended exchange ratio equal to 0.3048 of a common share to be received for each Fixed
Share held (reduced from 0.5818 per Existing SVS pursuant to the Existing Agreement). The foregoing exchange ratio for the
Fixed Shares is subject to adjustment in accordance with the Amended Arrangement if, among other things, Acreage issues
greater than the permitted number of Fixed Shares;

*  The new Class D subordinated voting shares (the “Floating Shares”) will be listed on the CSE. Upon the occurrence or waiver
(at the discretion of Canopy Growth) of the Triggering Event, Canopy Growth will have the right exercisable for a period of 30
days, to acquire all of the issued and outstanding Floating Shares for cash or common shares or a combination thereof, in
Canopy Growth’s sole discretion at a price equal to the 30-day volume weighted average trading price of the Floating Shares on
the CSE, subject to a minimum call price of US$6.41 per Floating Share. The foregoing exchange ratio for the Floating Shares is
subject to adjustment in accordance with the Amended Arrangement if Acreage issues greater than the permitted number of
Floating Shares. The acquisition of the Floating Shares, if acquired, will take place concurrently with the closing of the
acquisition of the Fixed Shares;

*  The new Class F multiple voting shares (the “Fixed Multiple Shares”) will have the same attributes as the Existing MVS,
provided that each Fixed Multiple Share will entitle the holder thereof to 4,300 votes per share at shareholder meetings of
Acreage. Immediately prior to the acquisition of the Fixed Shares, each issued and outstanding Fixed Multiple Share will
automatically be exchanges for one Fixed Share and thereafter be acquired by Canopy Growth upon the same terms and
conditions as the acquisition of the Fixed Shares;

»  If the occurrence or waiver of the Triggering Event does not occur within 10 years from the date the Amended Arrangement is
implemented, Canopy Growth’s rights to acquire both the Fixed Shares and the Floating Shares will terminate;

« Upon implementation of the Amended Arrangement, Canopy Growth will make a cash payment to the shareholders of Acreage
and holders of certain securities convertible into Existing SVS in the aggregate amount of US$37,500; and

» Acreage is only permitted to issue an aggregate of up to 32,700,000 Fixed Shares and Floating Shares following the
implementation of the Amended Arrangement.

Canopy Growth has also agreed to loan a wholly-owned subsidiary of Acreage (“Acreage Hempco”) up to US$100,000 pursuant to
a secured debenture, of which US$50,000 will be subject to the satisfaction of certain conditions by Acreage Hempco. The secured
debenture will bear interest at a rate of 6.1% per annum, and mature 10 years from the date the Amended Arrangement is implemented or
such earlier date in accordance with the terms of the secured debenture. As at June 30, 2020, no amounts have been loaned to Acreage
Hempco.
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Implementation of the Amended Arrangement is contingent upon obtaining the requisite prior approvals of the shareholders of
Acreage and the Supreme Court of British Columbia and certain other closing conditions.

At June 30, 2020, the Acreage financial instrument represents a financial liability of $285,000 (March 31, 2020 — $250,000), as the
estimated fair value of the Acreage business is less than the estimated fair value of the consideration to be provided upon the exercise of
the Acreage financial instrument. Fair value changes of $35,000 (three months ended June 30, 2019 — $nil) were recognized in other
income (expense), net in the three months ended June 30, 2020 (see Note 24). The fair value determination includes a high degree of
subjectivity and judgment, which results in significant estimation uncertainty. See Note 22 for additional details on how the fair value of
the Acreage financial instrument is calculated on a recurring basis. From a measurement perspective, Canopy Growth has elected the fair
value option under ASC 825 — Financial Instruments.

Amendment to the CBI Investor Rights Agreement and warrants

On April 18, 2019, certain wholly-owned subsidiaries of CBI and Canopy Growth entered into a second amended and restated
investor rights agreement and a consent agreement. In connection with these agreements, on June 27, 2019 Canopy Growth (i) extended
the term of the first tranche of warrants, which allow CBI to acquire 88.5 million additional shares of Canopy Growth for a fixed price of
$50.40 per share (the “Tranche A Warrants™), to November 1, 2023; and (ii) replaced the second tranche of warrants with two new
tranches of warrants (the “Tranche B Warrants” and the “Tranche C Warrants”) as follows:

« the Tranche B Warrants are exercisable to acquire 38.5 million common shares at a price of C$76.68 per common share; and

« the Tranche C Warrants are exercisable to acquire 12.8 million common shares at a price equal to the 5-day volume-weighted
average price of the common shares immediately prior to exercise.

In connection with the Tranche B Warrants and the Tranche C Warrants, Canopy Growth will provide CBI with a share repurchase
credit of up to $1.583 billion on the aggregate exercise price of the Tranche B Warrants and Tranche C Warrants in the event that Canopy
Growth does not purchase for cancellation the lesser of (i) 27,378,866 common shares, and (ii) common shares with a value of $1.583
billion, during the period commencing on April 18, 2019 and ending on the date that is 24 months after the date that CBI exercises all of
the Tranche A Warrants. The share repurchase credit feature is accounted for as a derivative liability, with the fair value continuing to be
$nil at June 30, 2020.

The modifications to the Tranche A Warrants resulted in them meeting the definition of a derivative instrument under ASC 815 -
Derivatives and Hedging (“ASC 815”). They continue to be classified in equity as the number of shares and exercise price were both
fixed at inception.

The Tranche B Warrants are accounted for as derivative instruments measured at fair value in accordance with ASC 815. At June
30, 2020, the fair value of the warrant derivative liability is $287,122, and a gain of $35,369 (three months ended June 30, 2019 — gain of
$24,892) has been recognized in other income (expense), net in the three months ended June 30, 2020 (see Note 24). The fair value
determination includes a high degree of subjectivity and judgment, which results in significant estimation uncertainty. See Note 22 for
additional details on how the fair value of the warrant derivative liability is calculated on a recurring basis.

The Tranche C Warrants are accounted for as derivative instruments, with the fair value continuing to be $nil at June 30, 2020.

27. SEGMENT INFORMATION
Reportable segments

The Company operates in two segments: 1) Cannabis, Hemp and Other Consumer Products, which encompasses the production,
distribution and sale of a diverse range of cannabis, hemp-based, and other consumer products in Canada and internationally pursuant
to applicable international and domestic legislation, regulations and permits; and 2) Canopy Rivers, a publicly-traded company in
Canada, through which the Company provides growth capital and strategic support in the global cannabis sector, where federally lawful.
Financial information for Canopy Rivers is included in the table below, and in Note 21.

June 30, March 31,
2020 2020

Ownership interest 21% 21%
Cash and cash equivalents $ 43915  $ 46,724
Prepaid expenses and other current assets 11,815 11,598
Investments in associates 46,291 50,543
Other financial assets 150,134 146,812
Other long-term assets 22,776 22,058
Other liabilities (2,737) (2,771)
Noncontrolling interests (209,606) (211,086)
Equity attributable to Canopy Growth $ 62588 % 63,878
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Entity-wide disclosures

All property, plant and equipment are located in Canada, except for $487,834 which is located outside of Canada as at June 30, 2020
(March 31, 2020 — $499,059).

All revenues were principally generated in Canada during the three months ended June 30, 2020, except for $44,699 related to
exported medical cannabis and cannabis related merchandise generated outside of Canada (three months ended June 30, 2019 — $22,541).

For the three months ended June 30, 2020, one customer represented more than 10% of the Company’s net revenue (three months
ended June 30, 2019 — one).
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
Introduction

This Management’s Discussion and Analysis (“MD&A”) should be read together with other information, including our unaudited
condensed interim consolidated financial statements and the related notes to those statements included in Part I, Item 1 of this Quarterly
Report (the “Interim Financial Statements”), our consolidated financial statements appearing in our Annual Report on Form 10-K for the
year ended March 31, 2020 (as amended, the “Annual Report”) and Part I, Item 1A, Risk Factors, of the Annual Report. This MD&A
provides additional information on our business, recent developments, financial condition, cash flows and results of operations, and is
organized as follows:

« Part 1 - Business Overview. This section provides a general description of our business, which we believe is important in
understanding the results of our operations, financial condition, and potential future trends.

» Part 2 - Results of Operations. This section provides an analysis of our results of operations for the first quarter of fiscal 2021 in
comparison to the first quarter of fiscal 2020.

» Part 3 - Financial Liquidity and Capital Resources. This section provides an analysis of our cash flows and outstanding debt
and commitments. Included in this analysis is a discussion of the amount of financial capacity available to fund our ongoing
operations and future commitments.

We prepare and report our Interim Financial Statements in accordance with U.S. GAAP. Our Interim Financial Statements, and the
financial information contained herein, are reported in thousands of Canadian dollars, except share and per share amounts or as
otherwise stated. We have determined that the Canadian dollar is the most relevant and appropriate reporting currency as, despite
continuing shifts in the relative size of our operations across multiple geographies, the majority of our operations are conducted in
Canadian dollars and our financial results are prepared and reviewed internally by management in Canadian dollars.

Special Note Regarding Forward-L ooking Statements

This Quarterly Report contains “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as
amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”) and other
applicable securities laws, which involve certain known and unknown risks and uncertainties. Forward-looking statements predict or
describe our future operations, business plans, business and investment strategies and the performance of our investments. These
forward-looking statements are generally identified by their use of such terms and phrases as “intend,” “goal,” “strategy,” “estimate,”
“expect,” “project,” “projections,” “forecasts,” “plans,” “seeks,” “anticipates,” “potential,” “proposed,” “will,” “should,” “could,”
“would,” “may,” “likely,” “designed to,” “foreseeable future,” “believe,” “scheduled” and other similar expressions. Our actual results or
outcomes may differ materially from those anticipated. You are cautioned not to place undue reliance on these forward-looking
statements, which speak only as of the date the statement was made.
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Forward-looking statements include, but are not limited to, statements with respect to:

» the uncertainties associated with the COVID-19 pandemic, including our ability to continue operations, the ability of our suppliers
and distribution channels to continue to operate, the use of our products by consumers, disruptions to the global and local
economies due to related stay-at-home orders, quarantine policies and restrictions on travel, trade and business operations and a
reduction in discretionary consumer spending;

» laws and regulations and any amendments thereto applicable to our business and the impact thereof, including uncertainty
regarding the application of U.S. state and federal law to U.S. hemp (including CBD) products and the scope of any regulations
by the U.S. Federal Drug Administration, the U.S. Federal Trade Commission, the U.S. Patent and Trademark Office, the U.S.
Department of Agriculture (the “USDA”) and any state equivalent regulatory agencies over U.S. hemp (including CBD) products;

» expectations regarding the regulation of the U.S. hemp industry in the U.S., including the promulgation of regulations for the U.S.
hemp industry by the USDA;

« expectations regarding the potential success of, and the costs and benefits associated with, our acquisitions, joint ventures,
strategic alliances and equity investments;

» the plan of arrangement with Acreage Holdings, Inc. (“Acreage”), as may be amended pursuant to the Proposal Agreement (as
defined below), including the consummation of such acquisition;

» the grant, renewal and impact of any license or supplemental license to conduct activities with cannabis or any amendments
thereof;
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» our international activities and joint venture interests, including required regulatory approvals and licensing, anticipated costs
and timing, and expected impact;

 the ability to successfully create and launch brands and further create, launch and scale cannabis-based products and U.S. hemp-
derived consumer products in jurisdictions where such products are legal and that we currently operate in;

» the benefits, viability, safety, efficacy, dosing and social acceptance of cannabis, including CBD and other cannabinoids;

» the anticipated benefits and impact of the investment in us (the “CBI Group Investments”) by Constellation Brands, Inc. (“CBI”)
and its affiliates (together, the “CBI Group”);

+ the potential exercise of the warrants held by the CBI Group, pre-emptive rights and/or top-up rights in connection with the CBI
Group Investments, including proceeds to us that may result therefrom or the potential conversion of notes held by the CBI
Group in connection with the CBI Group Investments;

» expectations regarding the use of proceeds of equity financings, including the proceeds from the CBI Group Investments;

» the legalization of the use of cannabis for medical or recreational in jurisdictions outside of Canada, the related timing and impact
thereof and our intentions to participate in such markets, if and when such use is legalized,;

» our ability to execute on our strategy and the anticipated benefits of such strategy;

» the ongoing impact of the legalization of additional cannabis product types and forms for recreational use in Canada, including
federal, provincial, territorial and municipal regulations pertaining thereto, the related timing and impact thereof and our intentions
to participate in such markets;

» the ongoing impact of developing provincial, territorial and municipal regulations pertaining to the sale and distribution of
cannabis, the related timing and impact thereof, as well as the restrictions on federally regulated cannabis producers participating
in certain retail markets and our intentions to participate in such markets to the extent permissible;

« the future performance of our business and operations;

» our competitive advantages and business strategies;

» the competitive conditions of the industry;

» the expected growth in the number of customers using our products;

» our ability or plans to identify, develop, commercialize or expand our technology and research and development initiatives in
cannabinoids, or the success thereof;

» expectations regarding revenues, expenses and anticipated cash needs;

» expectations regarding cash flow, liquidity and sources of funding;

» expectations regarding capital expenditures;

» the expansion of our production and manufacturing, the costs and timing associated therewith and the receipt of applicable
production and sale licenses;

» the expected growth in our growing, production and supply chain capacities;

» expectations regarding the resolution of litigation and other legal proceedings;

» expectations with respect to future production costs;

+ expectations with respect to future sales and distribution channels;

» the expected methods to be used to distribute and sell our products;

» our future product offerings;

» the anticipated future gross margins of our operations;

» accounting standards and estimates;

» expectations regarding our distribution network; and

» expectations regarding the costs and benefits associated with our contracts and agreements with third parties, including under
our third-party supply and manufacturing agreements.

Certain of the forward-looking statements contained herein concerning the industries in which we conduct our business are based
on estimates prepared by us using data from publicly available governmental sources, market research, industry analysis and on
assumptions based on data and knowledge of these industries, which we believe to be reasonable. However, although generally
indicative of relative market positions, market shares and performance characteristics, such data is inherently imprecise. The industries in
which we conduct our business involve risks and uncertainties that are subject to change based on various factors, which are described
further below.

The forward-looking statements contained herein are based upon certain material assumptions that were applied in drawing a
conclusion or making a forecast or projection, including: (i) management’s perceptions of historical trends, current conditions and
expected future developments; (ii) our ability to generate cash flow from operations; (iii) general economic, financial market, regulatory
and political conditions in which we operate; (iv) the production and manufacturing capabilities and output from our facilities and our
joint ventures, strategic alliances and equity investments; (v) consumer interest in our products; (vi) competition; (vii) anticipated and
unanticipated costs; (viii) government regulation of our activities and products including but not limited to the areas of taxation and
environmental protection; (ix) the timely receipt of any required regulatory authorizations, approvals, consents,
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permits and/or licenses; (x) our ability to obtain qualified staff, equipment and services in a timely and cost-efficient manner; (xi) our
ability to conduct operations in a safe, efficient and effective manner; (xii) our ability to realize anticipated benefits, synergies or generate
revenue, profits or value from our recent acquisitions into our existing operations; (xiii) our ability to continue to operate in light of the
COVID-19 pandemic and the impact of the pandemic on demand for, and sales of, our products and our distribution channels; and (xiv)
other considerations that management believes to be appropriate in the circumstances. While our management considers these
assumptions to be reasonable based on information currently available to management, there is no assurance that such expectations will
prove to be correct.

By their nature, forward-looking statements are subject to inherent risks and uncertainties that may be general or specific and
which give rise to the possibility that expectations, forecasts, predictions, projections or conclusions will not prove to be accurate, that
assumptions may not be correct and that objectives, strategic goals and priorities will not be achieved. A variety of factors, including
known and unknown risks, many of which are beyond our control, could cause actual results to differ materially from the forward-looking
statements in this Quarterly Report and other reports we file with, or furnish to, the Securities and Exchange Commission (the “SEC”) and
other regulatory agencies and made by our directors, officers, other employees and other persons authorized to speak on our behalf.
Such factors include, without limitation, the risk that the COVID-19 pandemic may disrupt our operations and those of our suppliers and
distribution channels and negatively impact the use of our products; consumer demand for cannabis and U.S. hemp products; that cost
savings and any other synergies from the CBI Group Investments may not be fully realized or may take longer to realize than expected,;
future levels of revenues; our ability to manage disruptions in credit markets or changes to our credit rating; future levels of capital,
environmental or maintenance expenditures, general and administrative and other expenses; the success or timing of completion of
ongoing or anticipated capital or maintenance projects; business strategies, growth opportunities and expected investment; the
adequacy of our capital resources and liquidity, including but not limited to, availability of sufficient cash flow to execute our business
plan (either within the expected timeframe or at all); the potential effects of judicial or other proceedings on our business, financial
condition, results of operations and cash flows; volatility in and/or degradation of general economic, market, industry or business
conditions; compliance with applicable environmental, economic, health and safety, energy and other policies and regulations and in
particular health concerns with respect to vaping and the use of cannabis and U.S. hemp products in vaping devices; the anticipated
effects of actions of third parties such as competitors, activist investors or federal, state, provincial, territorial or local regulatory
authorities, self-regulatory organizations, plaintiffs in litigation or persons threatening litigation; changes in regulatory requirements in
relation to our business and products; and the factors discussed under the heading “Risk Factors” in the Annual Report. Readers are
cautioned to consider these and other factors, uncertainties and potential events carefully and not to put undue reliance on forward-
looking statements.

Forward-looking statements are provided for the purposes of assisting the reader in understanding our financial performance,
financial position and cash flows as of and for periods ended on certain dates and to present information about management’s current
expectations and plans relating to the future, and the reader is cautioned that the forward-looking statements may not be appropriate for
any other purpose. While we believe that the assumptions and expectations reflected in the forward-looking statements are reasonable
based on information currently available to management, there is no assurance that such assumptions and expectations will prove to
have been correct. Forward-looking statements are made as of the date they are made and are based on the beliefs, estimates,
expectations and opinions of management on that date. We undertake no obligation to update or revise any forward-looking statements,
whether as a result of new information, estimates or opinions, future events or results or otherwise or to explain any material difference
between subsequent actual events and such forward-looking statements, except as required by law. The forward-looking statements
contained in this Quarterly Report and other reports we file with, or furnish to, the SEC and other regulatory agencies and made by our
directors, officers, other employees and other persons authorized to speak on our behalf are expressly qualified in their entirety by these
cautionary statements.

Part 1 - Business Overview

We are a leading cannabis company with operations in countries across the world. We produce, distribute and sell a diverse range
of cannabis and hemp-based products and other consumer products for both recreational and medical purposes under a portfolio of
distinct brands in Canada pursuant to the Cannabis Act, and globally pursuant to applicable international and Canadian legislation,
regulations and permits.

On October 17, 2018, the Cannabis Act came into effect in Canada, regulating both the medical and recreational cannabis markets
in Canada and providing provincial, territorial and municipal governments the authority to prescribe regulations regarding the
distribution and sale of recreational cannabis. On October 17, 2019, the second phase of recreational cannabis products, specifically,
ingestible cannabis, cannabis extracts and cannabis topical products (referred to as “Cannabis 2.0”), were legalized pursuant to certain
amendments to the regulations under the Cannabis Act. We began selling our cannabis-infused chocolates, cannabis-infused beverage
offerings, vape pen power sources and pod-based vape devices across Canada in the fourth quarter of fiscal 2020, with these products
complementing our existing flower, oil and softgel products. Our 510-threaded vape cartridges began shipping into the market in April
2020, with product availability varying based on provincial and territorial regulations. Our recreational cannabis products are
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predominantly sold to provincial and territorial agencies under a “business-to-business” wholesale model, with those provincial and
territorial agencies then being responsible for the distribution of our products to brick-and-mortar stores and for online retail sales. We
have also opened a network of Tweed and Tokyo Smoke retail stores across Canada, where permissible, to promote brand awareness and
drive consumer demand under a “business-to-consumer” model.

Our Spectrum Therapeutics medical division is a global leader in medical cannabis. Spectrum Therapeutics produces and
distributes a diverse portfolio of medical cannabis products to healthcare practitioners and medical customers in Canada, and in several
other countries where it is federally permissible to do so, and Spectrum Therapeutics also offers education, resource and support
programs. In April 2019 we acquired C3 Cannabinoid Compound Company (“C3”), Europe’s largest cannabinoid-based pharmaceuticals
company and a leading manufacturer of dronabinol, a registered active pharmaceutical ingredient in Germany and certain other European
countries. The addition of dronabinol has allowed us to expand our portfolio of medical cannabis offerings for our customers in
countries where permissible.

Subsequent to the passage of the U.S. Agricultural Improvement Act of 2018 in December 2018, we began building our hemp
supply chain in the United States through our investment in hemp growing capability and in processing, extraction and finished goods
manufacturing facilities. We sell a line of hemp-derived CBD isolate products under the First & Free brand, including oils, softgels and
topical creams. In June 2019 we executed an arrangement (the “Existing Arrangement”) pursuant to an arrangement agreement (the
“Arrangement Agreement”) with Acreage, a U.S. multi-state cannabis operator. Pursuant to the Existing Arrangement, following the
occurrence or waiver (at our discretion) of changes in U.S. federal law to permit the general cultivation, distribution, and possession of
marijuana or to remove the regulation of such activities from the federal laws of the United States (the “Triggering Event”) and subject to
the satisfaction or waiver of the conditions set out in the Arrangement Agreement, we will acquire all of the issued and outstanding
shares of Acreage. In June 2020, we entered into the Proposal Agreement (as defined below) with Acreage to amend the terms of the
Existing Arrangement; refer to “Recent Developments” below for further information. The acquisition of Acreage, if completed, will
provide a pathway into cannabis markets in the United States; however, we and Acreage will continue to operate as independent
companies until the acquisition of Acreage is completed.

Our other product offerings, which are sold by our subsidiaries in jurisdictions where it is permissible to do so, include (i)
vaporizers sold by Storz & Bickel GmbH & Co. KG (“Storz & Bickel”); (ii) beauty, skincare, wellness and sleep products, some of which
have been blended with hemp-derived CBD isolate, sold by This Works Products Limited (“This Works”); and (iii) sports nutrition
beverages, mixes, protein, gum and mints, some of which have been infused with hemp-derived CBD isolate, sold by BioSteel.

Our products contain THC, CBD, or a combination of these two cannabinoids which are found in the Cannabis sativa plant
species. THC is the primary psychoactive or intoxicating cannabinoid found in cannabis. We also refer throughout this MD&A to
“hemp”, which is a term used to classify varieties of the Cannabis sativa plant that contain CBD and 0.3% or less THC content (by dry
weight). Conversely, the term “marijuana” refers to varieties of the Cannabis sativa plant with more than 0.3% THC content and moderate
levels of CBD.

Our licensed operational capacity in Canada includes indoor, greenhouse and outdoor cultivation space; post-harvest processing
and cannabinoid extraction capability; advanced manufacturing capability for vape products, softgel encapsulation and pre-rolled joints;
a beverage production facility; and a chocolate manufacturing facility. These infrastructure investments allow us to supply the
recreational and medical markets with a complimentary balance of flower products and extracted cannabinoid input for our oil, CBD and
Cannabis 2.0 products. Additionally, we have built a hemp supply chain in the United States, and we hold the necessary licenses to
cultivate and produce cannabis in Denmark, allowing us to supply the domestic European market.

We operate in two reportable segments:

» Cannabis, Hemp and Other Consumer Products, which encompasses the production, distribution and sale of a diverse range of
cannabis, hemp-based, and other consumer products in Canada and internationally pursuant to applicable international and
domestic legislation, regulations and permits; and

e Canopy Rivers Inc. (“Canopy Rivers”), a publicly-traded company in Canada, through which we provide growth capital and
strategic support in the global cannabis sector, where federally lawful. Canopy Rivers did not generate net revenue in the three
months ended June 30, 2020.

Update on COVID-19

Management has continued to closely monitor the impact of the COVID-19 global pandemic, with a focus on the health and safety
of our employees, business continuity and supporting our communities. We established a COVID-19 Management Committee shortly
after the declaration of COVID-19 as a global pandemic and implemented various measures to reduce the spread of the virus, as
highlighted in the MD&A section of our Annual Report. We have continued to operate under the preventative measures as
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previously described and have experienced minimal disruption to our production and supply chain. In addition, since our non-
production workforce continues to effectively work remotely using various technology tools, we are able to maintain our full operations
and internal controls over financial reporting and disclosures.

We temporarily closed our Tweed and Tokyo Smoke retail stores beginning in mid-March in response to the COVID-19 pandemic.
Upon re-opening, beginning in mid-April, our retail stores largely operated with reduced hours and under a “click-and-collect” model
with curbside pickup or delivery. As of the date of the filing of this Quarterly Report, all 22 of our corporate-owned retail stores are open
and offering click-and-collect and in-store shopping. Our Canadian medical business, which operates as an ecommerce channel, has
continued largely unchanged. Our international medical business operates primarily as a pharmacy model, with pharmacies being deemed
essential businesses in Germany and other European countries in which we conduct business.

Given the uncertainties associated with the COVID-19 pandemic, including those related to the use of our products by consumers,
disruptions to the global and local economies due to related stay-at-home orders, quarantine policies and restrictions on travel, trade and
business operations and a reduction in discretionary consumer spending, we are unable to estimate the long-term impact of the COVID-
19 pandemic on our business, financial condition, results of operations, and/or cash flows. We expect the COVID-19 pandemic to
continue to negatively affect our results of operations for the second quarter of fiscal 2021 and, if the effects of the COVID-19 pandemic
continue, our results so long as the measures used to contain the pandemic remain in effect. We believe we have sufficient liquidity
available from cash and cash equivalents and short-term investments on hand of $975.9 million and $1.1 billion, respectively at June 30,
2020, and from available capacity under our revolving debt facility to enable us to meet our working capital and other operating
requirements, fund growth initiatives and capital expenditures, settle our liabilities, and repay scheduled principal and interest payments
on debt. Refer to “Part 3 — Financial Liquidity and Capital Resources” for further information.

Recent Developments

On June 24, 2020, we entered into a proposal agreement (the “Proposal Agreement”) with Acreage to amend the terms of the
Existing Arrangement made pursuant to the Arrangement Agreement between us and Acreage dated April 18, 2019, as amended on May
15, 2019. Pursuant to the terms of the Existing Arrangement, shareholders of Acreage and holders of certain securities convertible into
Existing SVS (as defined below) as of June 26, 2019, received an immediate aggregate total payment of US$300.0 million ($395.2 million) in
exchange for granting Canopy Growth both the right and the obligation (the “Acreage financial instrument”) to acquire all of the issued
and outstanding shares of Acreage following the occurrence or waiver of the Triggering Event and subject to the satisfaction or waiver
of the conditions set out in the Arrangement Agreement.

Pursuant to the terms of the Proposal Agreement, the Existing Arrangement will be amended (the “Amended Arrangement”) to
provide for, among other things, the following:

* A capital reorganization of Acreage (the “Capital Reorganization”) pursuant to which Acreage will amend its Notice of Articles
and Avrticles to, among other things, create the Fixed Shares (as defined below), the Floating Shares (as defined below) and the
Fixed Multiple Shares (as defined below) and remove the existing Acreage subordinated voting shares (the “Existing SVS”), the
existing Acreage proportionate voting shares (the “Existing PVS”) and the existing Acreage multiple voting shares (the
“Existing MVS”). Pursuant to the Capital Reorganization (i) each outstanding Existing SVS will be exchanged for 0.7 of a Fixed
Share and 0.3 of a Floating Share; (ii) each outstanding Existing PVS will be exchanged for 28 Fixed Shares and 12 Floating
Shares; and (iii) each outstanding Existing MV'S will be exchanged for 0.7 of a Fixed Multiple Share and 0.3 of a Floating Share;

*  The new Class E subordinated voting shares (the “Fixed Shares”) will have the same attributes as the Existing SVS and will be
listed on the Canadian Securities Exchange (the “CSE”). Following the occurrence or waiver (at the discretion of Canopy
Growth) of the Triggering Event and subject to the satisfaction or waiver of the conditions set out in the Arrangement
Agreement (as modified in connection with the Amended Arrangement), Canopy Growth will acquire all of the issued and
outstanding Fixed Shares based on an amended exchange ratio equal to 0.3048 of a common share to be received for each Fixed
Share held (reduced from 0.5818 per Existing SVS pursuant to the Existing Agreement). The foregoing exchange ratio for the
Fixed Shares is subject to adjustment in accordance with the Amended Arrangement if, among other things, Acreage issues
greater than the permitted number of Fixed Shares;

¢ The new Class D subordinated voting shares (the “Floating Shares”) will be listed on the CSE. Upon the occurrence or waiver
(at the discretion of Canopy Growth) of the Triggering Event, Canopy Growth will have the right exercisable for a period of 30
days, to acquire all of the issued and outstanding Floating Shares for cash or common shares or a combination thereof, in
Canopy Growth’s sole discretion at a price equal to the 30-day volume weighted average trading price of the Floating Shares on
the CSE, subject to a minimum call price of US$6.41 per Floating Share. The foregoing exchange ratio for the Floating Shares is
subject to adjustment in accordance with the Amended Arrangement if Acreage issues greater than
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the permitted number of Floating Shares. The acquisition of the Floating Shares, if acquired, will take place concurrently with
the closing of the acquisition of the Fixed Shares;

*  The new Class F multiple voting shares (the “Fixed Multiple Shares”) will have the same attributes as the Existing MVS,
provided that each Fixed Multiple Share will entitle the holder thereof to 4,300 votes per share at shareholder meetings of
Acreage. Immediately prior to the acquisition of the Fixed Shares, each issued and outstanding Fixed Multiple Share will
automatically be exchanged for one Fixed Share and thereafter be acquired by Canopy Growth upon the same terms and
conditions as the acquisition of the Fixed Shares;

« If the occurrence or waiver of the Triggering Event does not occur within 10 years from the date the Amended Arrangement is
implemented, Canopy Growth’s rights to acquire both the Fixed Shares and the Floating Shares will terminate;

« Upon implementation of the Amended Arrangement, Canopy Growth will make a cash payment to the shareholders of Acreage
and holders of certain securities convertible into Existing SVS in the aggregate amount of US$37.5 million; and

» Acreage is only permitted to issue an aggregate of up to 32,700,000 Fixed Shares and Floating Shares following the
implementation of the Amended Arrangement.

Canopy Growth has also agreed to loan a wholly-owned subsidiary of Acreage (“Acreage Hempco™) up to US$100.0 million
pursuant to a secured debenture, of which US$50.0 million will be subject to the satisfaction of certain conditions by Acreage Hempco.
The secured debenture will bear interest at a rate of 6.1% per annum, and mature 10 years from the date the Amended Arrangement is
implemented or such earlier date in accordance with the terms of the secured debenture. As at June 30, 2020, no amounts have been
loaned to Acreage Hempco.

Implementation of the Amended Arrangement is contingent upon obtaining the requisite prior approvals of the shareholders of
Acreage and the Supreme Court of British Columbia and certain other closing conditions.
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Part 2 - Results of Operations

Discussion of First Quarter of Fiscal 2021 Results of Operations

Three months ended June 30,

2020 2019 Change % Change

(in thousands of Canadian dollars, except share amounts
and where otherwise indicated)
Selected financial information:
Net revenue $ 110416 $ 920482 $ 19,934 2%
Gross margin percentage 6% 20% - (14%)
Net loss $ (128322) $ (194,051) $ 65,729 4%
Net loss attributable to Canopy Growth

Corporation $ (108,501) $ (185,869) $ 77,368 42%
Loss per share - basic and diluted?! $ (030) $ (054) $ 0.24 44%

1For the three months ended June 30, 2020, the weighted average number of outstanding common shares, basic and diluted, totaled 363,763,347. For the
three months ended June 30, 2019, the weighted average number of common shares, basic and diluted, totaled 346,779,156.

Revenue
Revenue by Channel Three months ended June 30,
(in thousands of Canadian dollars) 2020 2019 $ Change % Change

Recreational net revenue

Business-to-businessl $ 34934 % 38881 $ (3,947) (10%)
Business-to-consumer 9,330 10,638 (1,308) (12%)
44,264 49,519 (5,255) (11%)
Medical net revenue
Canadian? 13,910 11,686 2,224 19%
International 20,191 10,496 9,695 2%
34,101 22,182 11,919 54%
Other revenue 32,051 18,781 13,270 71%
Net revenue $ 110416 $ 90,482 19,934 2%

1 Includes excise taxes of $7,246 for the three months ended June 30, 2020 (three months ended June 30, 2019 - $11,544).
2 Includes excise taxes of $1,426 for the three months ended June 30, 2020 (three months ended June 30, 2019 - $1,365).
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Revenue by Form Three months ended June 30,
(in thousands of Canadian dollars) 2020 2019 $ Change % Change

Recreational revenue by form

Dry bud $ 40129 $ 60,854 $ (20,725) (34%)
Oils and softgels 7,721 8,209 (488) (6%)
Cannabis 2.0 products 7,060 - 7,060 -
Other revenue adjustmentst? (3,400) (8,000) 4,600 58%
Excise taxes (7,246) (11,544) 4,298 37%
44,264 49,519 (5,255) (11%)
Medical revenue by form
Dry bud 10,205 7,210 2,995 2%
Oils and softgels 25,008 16,337 8,671 53%
Cannabis 2.0 products 314 - 314 -
Excise taxes (1,426) (1,365) 61) (4%)
34,101 22,182 11,919 54%
Other revenue 32,051 18,781 13,270 1%
Net revenue $ 110416 $ 90482 $ 19,934 2%

1 Other revenue adjustments represent our determination of returns and pricing adjustments.

Net revenue in the first quarter of fiscal 2021 was $110.4 million, as compared to $90.5 million in the first quarter of fiscal 2020. The
year-over-year increase is primarily attributable to (i) the year-over-year increase in other revenue resulting from strong performance by
Storz & Bickel, a full quarter of revenue contribution from This Works (acquired in May 2019), and the acquisition of BioSteel in October
2019; and (ii) the year-over-year increase in medical net revenue, which was primarily due to a full quarter of revenue contribution from
C3 (acquired in April 2019), and year-over-year growth in our German and Canadian medical businesses. These increases were partially
offset by a year-over-year decrease in Canadian recreational net revenue.

Recreational

Canadian recreational net revenue in the first quarter of fiscal 2021 was $44.3 million, as compared to $49.5 million in the first
quarter of fiscal 2020.

Net revenue from the business-to-business channel in the first quarter of fiscal 2021 was $34.9 million, as compared to $38.9 million
in the first quarter of fiscal 2020. The year-over-year decrease is primarily attributable to lower sales of our dry bud products, which is
largely a result of increased competition in the value-priced dried flower category of the recreational market. In recent quarters we have
observed an increase in the number of competitive offerings, particularly those with higher THC potency, and aggressive pricing
strategies adopted by some market participants. The impact of lower dry bud product sales was partially offset by the introduction of our
portfolio of Cannabis 2.0 product offerings across Canada over the past several months, as highlighted in the “Business Overview”
section above. In the first quarter of fiscal 2021, sales of our Cannabis 2.0 products represented approximately 13% of gross revenue
from the business-to-business channel.

Revenue from the business-to-consumer channel in the first quarter of fiscal 2021 was $9.3 million, as compared to $10.6 million in
the first quarter of fiscal 2020. The year-over-year decrease is primarily attributable to the temporary closures of our Tweed and Tokyo
Smoke retail stores beginning in mid-March in response to the COVID-19 pandemic. Upon re-opening, beginning in mid-April, our retail
stores largely operated with reduced hours and under a “click-and-collect” model with curbside pickup or delivery, where permitted by
provincial governments. Partially offsetting the adverse impact of COVID-19 related retail store closures is an increase related to the
build-out of our retail store platform across Canada. At June 30, 2020, we had 22 corporate-owned Tweed and Tokyo Smoke retail stores
in operation, an increase of 2 stores from June 30, 2019.

Medical

Medical cannabis net revenue in the first quarter of fiscal 2021 was $34.1 million, as compared to $22.2 million in the first quarter of
fiscal 2020. Canadian medical net revenue in the first quarter of fiscal 2021 was $13.9 million, as compared to $11.7 million in the first
quarter of fiscal 2020. The year-over-year increase is due primarily to the prior year quarter being impacted by the transition of our

medical customers to the Spectrum Therapeutics online store and its more medical-focused range of cannabis
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products prior to the opening of the Canadian recreational market in October 2018. Since that transition, we have broadened our brand
and medical cannabis product offerings available on the Spectrum Therapeutics online store in response to medical customer demand.
International medical revenue in the first quarter of fiscal 2021 was $20.2 million, as compared to $10.5 million in the first quarter of fiscal
2020. C3 (acquired in April 2019) contributed a full quarter of revenue totaling $15.4 million in the current quarter, a year-over-year
increase of $6.6 million. Additionally, the year-over-year growth in our German medical business of $3.1 million is attributable to the
resolution of supply constraints we had experienced early in the prior fiscal year, and which were associated with the opening of the
recreational cannabis market in Canada.

Other

Other revenue is comprised of revenue related to (i) vaporizers sold by Storz & Bickel; (ii) beauty, skincare, wellness and sleep
products, some of which have been blended with hemp-derived CBD isolate, sold by This Works; (iii) sports nutrition beverages, mixes,
protein, gum and mints, some of which have been infused with hemp-derived CBD isolate, sold by BioSteel; and (iv) other strategic
revenue sources such as our clinic partners.

Other revenue in the first quarter of fiscal 2021 was $32.1 million, as compared to $18.8 million in the first quarter of fiscal 2020. The
year-over-year increase of $13.3 million is primarily due to an increase in revenue from Storz & Bickel and a full quarter of revenue
contribution from both This Works (acquired in May 2019) and BioSteel (acquired in October 2019). Revenue from Storz & Bickel was
$17.1 million in the current quarter, a year-over-year increase of $7.4 million due to stronger-than-expected sales performance and an
expansion of our distribution network in the United States. Additionally, This Works contributed a full quarter of revenue totaling $6.0
million in the current quarter, a year-over-year increase of $3.7 million.

Cost of Goods Sold and Gross Margin

Three months ended June 30,

(in thousands of Canadian dollars except where indicated) 2020 2019 $ Change % Change

Net revenue $ 110416  $ 90,482 $ 19,934 2%

Cost of goods sold $ 103921  $ 72192 % 31,729 44%
Gross margin 6,495 18,290 (12,795) (64%)
Gross margin percentage 6% 20% - (14%)

Cost of goods sold in the first quarter of fiscal 2021 was $103.9 million, as compared to $72.2 million in the first quarter of fiscal
2020. Our gross margin in the first quarter of fiscal 2021 was $6.5 million, or 6% of net revenue, as compared to a gross margin of $18.3
million and gross margin percentage of 20% of net revenue in the first quarter of fiscal 2020. In the first quarter of fiscal 2021, our gross
margin percentage was adversely impacted by the following:

» The impact of operating costs relating to facilities not yet cultivating or producing cannabis, not yet producing cannabis-related
products or having under-utilized capacity. In the first quarter of fiscal 2021 these costs amounted to $8.7 million and primarily
related to (i) start-up costs associated with our indoor cultivation facility in Newfoundland, our gummy production facility in
Smiths Falls, and our greenhouse in Denmark, including charges for obsolete inventory resulting from delays in obtaining the
required export approvals from the Danish government; and (ii) under-utilized capacity associated with our Cannabis 2.0
production facilities in Smiths Falls;

» Lower production output in the first quarter of fiscal 2021, particularly in Canada, to align with current and expected market
demand. Lower production output, coupled with (i) our fixed costs representing a high proportion of our overall cultivation and
manufacturing cost structure; and (ii) the gradual reduction of our variable costs late in the current quarter, resulted in the under-
absorption of these fixed and variable costs and an adverse impact on gross margin in the current quarter. In connection with
these changes to our production strategy we also adjusted our cannabis production profile to focus on higher-potency strains
which are more in-demand in the current market, resulting in additional inventory charges in the current quarter; and

« Charges totaling $1.2 million related to the flow-through of inventory step-up associated with fiscal 2020 business combinations.

Partially offsetting these factors was the continued shift in the business mix in the first quarter of fiscal 2021 towards increased
contributions to our revenues from our higher-margin C3, Storz & Bickel and This Works businesses.

Comparatively, our gross margin percentage in the first quarter of fiscal 2020 was impacted by operating costs of $16.2 million
relating to facilities not yet cultivating or processing cannabis, not yet producing cannabis-related products or having under-utilized
capacity, adjustments related to the net realizable value of inventory, and a shift in the product mix in the first quarter of fiscal 2020
towards a lower percentage of higher-margin, advanced manufactured product offerings.
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We harvested 22,990 kilograms of cannabis in the first quarter of fiscal 2021, as compared to 40,960 kilograms in the first quarter of
fiscal 2020. The decrease is primarily due to the closure of our two greenhouses in British Columbia in the fourth quarter of fiscal 2020,
partially offset by an increase in production from our greenhouse in Mirabel, Quebec.
Operating Expenses

Three months ended June 30,

(in thousands of Canadian dollars) 2020 2019 $ Change % Change
Operating expenses
General and administrative $ 64,827 $ 63288 $ 1,539 2%
Sales and marketing 37,769 50,547 (12,778) (25%)
Research and development 13,659 8,490 5,169 61%
Acquisition-related costs 1,394 13,182 (12,788) (89%)
Depreciation and amortization 17,743 10,140 7,603 75%
Selling, general and administrative expenses 135,392 145,647 (10,255) (7%)
Share-based compensation 28,559 77,081 (48,522) (63%)
Share-based compensation related to
acquisition milestones 2,126 10,281 (8,155) (79%)
Share-based compensation expense 30,685 87,362 (56,677) (65%)
Asset impairment and restructuring costs 12,794 - 12,794 -
Total operating expenses $ 178871 $ 233009 $ (54,138) (23%)

Selling, general and administrative expenses

Selling, general and administrative expenses in the first quarter of fiscal 2021 were $135.4 million, as compared to $145.6 million in
the first quarter of fiscal 2020.

General and administrative expense in the first quarter of fiscal 2021 was $64.8 million, relatively consistent with $63.3 million in the
first quarter of fiscal 2020.

Sales and marketing expense in the first quarter of fiscal 2021 was $37.8 million, as compared to $50.5 million in the first quarter of
fiscal 2020. In the comparative period we incurred costs attributable to (i) creative design, brand insights and product marketing
campaigns in preparation for the launch of our Cannabis 2.0 portfolio of products, and (ii) media and advertisement placement campaigns
to drive brand awareness and educate consumers in support of our Tweed, Tokyo Smoke and other recreational brands at the onset of
the opening of the Canadian recreational market in October 2018. These costs did not recur to the same extent in the first quarter of fiscal
2021. Additionally, in the current quarter, as a result of the COVID-19 pandemic and the associated measures established to contain its
spread, we delayed or cancelled various product and brand marketing initiatives that were planned for retail stores across Canada, and
incurred significantly reduced travel costs due to travel restrictions.

The above factors resulting in a year-over-year decrease in sales and marketing expense were partially offset by higher
compensation costs related to our marketing and sales capabilities servicing (i) the United States market, where initiatives continue to
commercialize and drive brand and product awareness for our First & Free line of CBD products; and (ii) the growth in our business as
compared to the first quarter of fiscal 2020 resulting from the acquisitions of C3 in April 2019, This Works in May 2019 and BioSteel in
October 2019.

Research and development expense in the first quarter of fiscal 2021 was $13.7 million, as compared to $8.5 million in the first
quarter of fiscal 2020. The year-over-year increase is primarily attributable to (i) higher compensation costs associated with a year-over-
year increase in the number of employees conducting research and developing patent-protected technology, most notably in relation to
our Cannabis 2.0 products and plant science; and (ii) a year-over-year increase in costs associated with conducting external laboratory
research, testing and clinical trials for CBD- and other cannabinoid-based human and animal health products and therapies. The above
factors resulting in a year-over-year increase in research and development expense were partially offset by lower travel costs resulting
from COVID-19 related travel restrictions, and lower third-party professional fees associated with a refocusing of Spectrum Therapeutics’
research objectives.



Acquisition-related costs in the first quarter of fiscal 2021 were $1.4 million, as compared to $13.2 million in the first quarter of fiscal
2020. The year-over-year decrease is primarily attributable to more mergers and acquisitions activity in the first quarter of fiscal 2020,
most notably entering into and implementing the Arrangement Agreement with Acreage and closing the acquisitions of C3 and This
Works. Comparatively, in the first quarter of fiscal 2021 our primary mergers and acquisitions activity related to entering the Proposal
Agreement and Amended Arrangement with Acreage, as described in “Recent Developments” above.

Depreciation and amortization expense in the first quarter of fiscal 2021 was $17.7 million, as compared to $10.1 million in the first
quarter of fiscal 2020. The year-over-year increase is primarily attributable to substantial completion of the build-out of our infrastructure
across Canada over the past year, investment in our infrastructure in Europe and the United States, and the growth in our business over
the past year with the acquisitions of C3, BioSteel and This Works.

Share-based compensation expense

Share-based compensation expense in the first quarter of fiscal 2021 was $28.6 million, as compared to $77.1 million in the first
quarter of fiscal 2020. The year-over-year decrease is primarily attributable to:
« The significant number of stock options that were granted in previous years at relatively higher exercise prices, which impacted
share-based compensation expense more significantly in previous periods. We granted 22.1 million stock options in fiscal 2019 at
a weighted average price of $51.49 per option, as compared to 9.5 million options in fiscal 2020 at a weighted average price of
$33.87. The year-over-year decrease in the number of stock option grants was due to the modification of our share-based
compensation program in the first half of fiscal 2020, and only 155,800 options were granted in the first quarter of fiscal 2021; and
» The forfeiture or cancellation of 5.9 million stock options in fiscal 2020 and 3.1 million stock options in the first quarter of fiscal
2021 resulting primarily from restructuring actions commenced in the fourth quarter of fiscal 2020. These forfeitures and
cancellations also resulted in a year-over-year reduction in share-based compensation expense.

Share-based compensation expense related to acquisition milestones in the first quarter of fiscal 2021 was $2.1 million, as compared
to $10.3 million in the first quarter of fiscal 2020. The year-over-year decrease is primarily related to (i) the restructuring of our operations
in Colombia in the fourth quarter of fiscal 2020, which resulted in the acceleration of share-based compensation expense related to the
unvested milestones associated with the acquisitions of Spectrum Colombia and Canindica. As a result, there is no remaining share-
based compensation expense to be recognized in association with the Spectrum Colombia acquisition and only a minimal amount was
recognized in connection with the Canindica acquisition in the current quarter; and (ii) the achievement, in earlier quarters, of major
milestones associated with the acquisitions of Spectrum Colombia, Canindica, and Spectrum Cannabis Denmark Aps, which had resulted
in the recognition of share-based compensation expense at that time.

Asset impairment and restructuring costs

Asset impairment and restructuring costs recorded in operating expenses in the first quarter of fiscal 2021 were $12.8 million. In the
first quarter of fiscal 2021, we completed certain of the restructuring actions that had commenced in the previous fiscal year, and
recorded final adjustments related to changes in certain estimates recorded at March 31, 2020. In addition, we incurred additional costs in
the first quarter of fiscal 2021 related primarily to the rationalization of our marketing organization in April 2020. As a result, in the first
quarter of fiscal 2021 we recognized asset impairment and restructuring costs in relation to (i) costs associated with the closure of certain
of the Company’s Canadian production facilities; (ii) completing the exit of the Company’s operations in South Africa and Lesotho; and
(iii) employee-related costs associated with rationalizing certain marketing activities.

Other

Three months ended June 30,
(in thousands of Canadian dollars) 2020 2019 $ Change % Change
Loss from equity method investments $ (7189) $ (1833) $ (5,356) (292%)
Other income (expense), net 48,205 32,768 15,437 A47%
Income tax recovery (expense) 3,038 (10,267) 13,305 130%

Loss from equity method investments

The loss from equity method investments in the first quarter of fiscal 2021 was $7.2 million, as compared to $1.8 million in the first
quarter of fiscal 2020. The year-over-year increase in the loss is primarily attributable to larger net losses incurred by PharmHouse and
Agripharm relative to the prior year, which is predominantly related to current quarter business performance.
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Other income (expense), net

Other income (expense), net in the first quarter of fiscal 2021 was $48.2 million, as compared to $32.8 million in the first quarter of
fiscal 2020. The year-over-year increase of $15.4 million is primarily attributable to:

« Change of $62.9 million related to non-cash fair value changes on our other financial assets, from an expense amount of $41.1
million in the first quarter of fiscal 2020 to an income amount of $21.8 million in the first quarter of fiscal 2021. This change is
primarily attributable to a fair value increases totaling $21.3 million in the TerrAscend Canada secured debenture and the
TerrAscend warrants in the current quarter, driven largely by an increase in TerrAscend’s share price of approximately 17% from
April 1 to June 30, 2020. Comparatively, in the first quarter of fiscal 2020 the expense amount was primarily driven by decreases of
$20.0 million and $8.0 million in the fair value of our exchangeable shares in TerrAscend and warrants in the capital of SLANG
Worldwide Inc., respectively.

» Change of $41.6 million related to non-cash fair value changes on acquisition related contingent consideration, from an expense
amount in the first quarter of fiscal 2020 to an income amount in the first quarter of fiscal 2021. In fiscal 2019 we acquired ebbu Inc.
(“ebbu”), and the consideration paid included contingent consideration related to the achievement, by ebbu, of certain scientific
related milestones. The year-over-year change in the fair value of the acquisition related contingent consideration is primarily
attributable to changes in our assessment of the probability and timing of ebbu achieving certain of these milestones.

 Increase in non-cash income of $10.5 million related to fair value changes on the warrant derivative liability associated with the
Tranche B Warrants held by CBI. The decrease in the fair value of the warrant derivative liability during the first quarter of fiscal
2021 is primarily attributable to changes during the quarter in certain of the assumptions used to value the liability, including the
risk-free interest rate, partially offset by a slight increase in the price of our common shares. Comparatively, the decrease in the fair
value of the warrant derivative liability during the first quarter of fiscal 2020 was attributable to a decline in our share price from
the time the terms of the Tranche B Warrants were amended to June 30, 2019.

+ Change of $51.8 million, from an income amount of $31.5 million in the first quarter of fiscal 2020 to an expense amount of $20.3
million in the first quarter of fiscal 2021, related to the non-cash fair value changes on our senior convertible notes. The price of
our common shares increased approximately 7% from April 1, 2020 to June 30, 2020, which resulted in an expense being
recognized in the current period. Comparatively, the price of our common shares declined approximately 7% from April 1, 2019 to
June 30, 2019, which resulted in income being recognized in the first quarter of fiscal 2020.

* Non-cash fair value changes of $35.0 million related to the liability arising from the Acreage Arrangement, primarily attributable to
the proposed amendments to be made to the Existing Arrangement with Acreage pursuant to the Proposal Agreement during the
first quarter of fiscal 2021, as described above in “Recent Developments”. Specifically, the increase in the fair value of the liability
is primarily attributable to the revised exchange ratio in the Proposal Agreement, and the expected incremental shareholder
payment of US$37.5 million.

» Adecrease in interest income of $13.7 million, primarily attributable to the year-over-year decrease in our cash and cash
equivalents and short-term investments balances and interest rates.

Income tax recovery (expense)

Income tax recovery in the first quarter of fiscal 2021 was $3.0 million, compared to income tax expense of $10.3 million in the first
quarter of fiscal 2020. In the first quarter of fiscal 2021, the income tax recovery consisted of a deferred income tax recovery of $2.1 million
(compared to an expense of $8.3 million in the first quarter of fiscal 2020) and current income tax recovery of $0.9 million (compared to an
expense of $2.0 million in the first quarter of fiscal 2020).

The increase of $10.4 million in the deferred income tax recovery is primarily a result of (i) recording a reduction in deferred tax
liabilities that arose in connection with the required revaluation of the accounting carrying value, but not the tax basis, of property, plant
and equipment, intangible assets, and other financial assets; and (ii) the recognition of losses carried forward net of the use of losses
carried forward from prior years for which a deferred tax asset had been recorded. In connection with certain deferred tax assets, mainly
in respect of losses for tax purposes, where the accounting criteria for recognition of an asset has yet to be satisfied and it is not
probable that they will be used, the deferred tax asset has not been recognized.

The increase of $2.9 million in the current income tax recovery arose primarily in connection with legal entities that generated
losses during the current period that will be used to reduce prior years’ income for tax purposes, and acquired legal entities that
generated income for tax purposes during prior periods that could not be reduced by the group’s tax attributes but whose current period
income will now be reduced by the group’s tax attributes.
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Net Loss

Net loss in the first quarter of fiscal 2021 was $128.3 million, as compared to $194.1 million in the first quarter of fiscal 2020. The
decrease in the net loss is primarily attributable to the year-over-year decrease in operating expenses and the other variances described
above.

Segmented Analysis

In the first quarters of fiscal 2021 and fiscal 2020, all of our revenue was earned by the Cannabis, Hemp and Other Consumer
Products segment. Canopy Rivers contributed a net loss of $5.3 million in the first quarter of fiscal 2021, of which $1.5 million was
attributable to Canopy Growth. In the first quarter of fiscal 2020, Canopy Rivers contributed a net loss of $3.3 million, of which $0.9
million was attributable to Canopy Growth. The increase in the net loss reflects changes in the fair value or carrying value of Canopy
Rivers’ strategic equity investments.

Adjusted EBITDA (Non-GAAP Measure)

Our “Adjusted EBITDA” is a non-GAAP measure used by management that is not defined by U.S. GAAP and may not be
comparable to similar measures presented by other companies. Management calculates Adjusted EBITDA as the reported net loss,
adjusted to exclude income tax recovery (expense); other income (expense), net; loss on equity method investments; share-based
compensation expense; depreciation and amortization expense; asset impairment and restructuring costs; and charges related to the
flow-through of inventory step-up on business combinations, and further adjusted to remove acquisition-related costs. Accordingly,
management believes that Adjusted EBITDA provides meaningful and useful financial information as this measure demonstrates the
operating performance of businesses.

The following table presents Adjusted EBITDA for the three months ended June 30, 2020 and 2019:

Three months ended June 30,

(in thousands of Canadian dollars) 2020 2019 $ Change % Change

Net loss $ (128,322) $ (194,051) $ 65,729 4%
Income tax (recovery) expense (3,038) 10,267 (13,305) (1309%)
Other (income) expense, net (48,205) (32,768) (15,437) (47%)
Loss on equity method investments 7,189 1,833 5,356 292%
Share-based compensation? 30,685 87,362 (56,677) (65%)
Acquisition-related costs 1,394 13,182 (11,788) (89%)
Depreciation and amortization? 34,047 20,752 13,295 64%
Asset impairment and restructuring costs 12,794 - 12,794 -
Charges related to the flow-through of inventory

step-up on business combinations 1,213 - 1,213 -
Adjusted EBITDA? $ (92,243) $ (93423) $ 1,180 1%

1 From Condensed Interim Consolidated Statements of Cash Flows.

2Adjusted EBITDA is a non-GAAP measure and is calculated as the reported net loss, adjusted to exclude income tax recovery (expense); other income
(expense), net; loss on equity method investments; share-based compensation expense; depreciation and amortization expense; asset impairment and
restructuring costs; and charges related to the flow-through of inventory step-up on business combinations, and further adjusted to remove acquisition-
related costs.

The Adjusted EBITDA loss in the first quarter of fiscal 2021 was $92.2 million, relatively consistent with the Adjusted EBITDA
loss of $93.4 million in the first quarter of fiscal 2020.



Part 3 — Financial Liquidity and Capital Resources

We manage liquidity risk by reviewing, on an ongoing basis, our sources of liquidity and capital requirements. As of June 30, 2020,
we had cash and cash equivalents of $975.9 million and short-term investments of $1.1 billion, which are predominantly invested in liquid
securities issued by the United States and Canadian governments. Additionally, we have capacity of $34.7 million under our $40.0 million
revolving debt facility with Farm Credit Canada (“FCC”). In evaluating our capital requirements, including the impact, if any, on our
business from the COVID-19 pandemic, and our ability to fund the execution of our strategy, we believe we have adequate available
liquidity to enable us to meet our working capital and other operating requirements, fund growth initiatives and capital expenditures,
settle our liabilities, and repay scheduled principal and interest payments on debt for at least the next twelve months.

Our objective is to generate sufficient cash to fund our operating requirements and expansion plans. While we have incurred net
losses on a U.S. GAAP basis and Adjusted EBITDA losses to date and our cash and cash equivalents have decreased $327.3 million
from March 31, 2020 (and, together with short-term investments, increased $60.3 million from March 31, 2020), as discussed in the “Cash
Flows” section below, management anticipates the success and eventual profitability of the business. We have also ensured that we
have access to public capital markets through our U.S. and Canadian public stock exchange listings. However, there can be no assurance
that we will gain adequate market acceptance for our products or be able to generate sufficient positive cash flow to achieve our
business plans. In the first quarter of fiscal 2021, our purchases of and deposits on property, plant and equipment totaled $61.5 million,
which were funded out of available cash, cash equivalents and short-term investments. Included in our purchase obligations for fiscal
2021, as reflected under the heading “Contractual Obligations and Commitments” in the MD&A section of our Annual Report, are
commitments for the purchase of property, plant and equipment totaling $73.2 million in fiscal 2021. We expect to continue funding these
purchases with our available cash, cash equivalents and short-term investments. Therefore, we are subject to risks including, but not
limited to, our inability to raise additional funds through debt and/or equity financing to support our continued development, including
capital expenditure requirements, operating requirements and to meet our liabilities and commitments as they come due.

Cash Flows
Three months ended June 30,
(in thousands of Canadian dollars) 2020 2019
Net cash (used in) provided by:
Operating activities $ (118546) $ (158,290)
Investing activities (425,984) (405,597)
Financing activities 247,303 (81,691)
Effect of exchange rate changes on
cash and cash equivalents (30,079) (18,620)
Net (decrease) increase in cash and cash equivalents (327,306) (664,198)
Cash and cash equivalents, beginning of year 1,303,176 2,480,830
Cash and cash equivalents, end of year $ 975870 $ 1,816,632

Operating activities

Cash used in operating activities in the first quarter of fiscal 2021 totaled $118.5 million, as compared to cash used of $158.3 million
in the first quarter of fiscal 2020. The year-over-year decrease in the cash used in operating activities was primarily due to the year-over-
year decrease in the net loss, and a year-over-year reduction in our working capital spending on inventory primarily attributable to the
lower production output in the first quarter of fiscal 2021, as described in the “Cost of Goods Sold and Gross Margin” section above.
These factors were partially offset by an overall decrease in the non-cash income and expense items impacting the net loss.

Investing activities

The cash used in investing activities totaled $426.0 million in the first quarter of fiscal 2021, as compared to cash used of $405.6
million in the first quarter of fiscal 2020. In the first quarter of fiscal 2021, we invested $61.5 million in our indoor facility in Newfoundland,
our gummy factory in Smiths Falls, and our production infrastructure in the United States. Comparatively, in the first quarter of fiscal
2020 we invested $211.8 million in expanding our Canadian and international growing capacity, and in the construction of advanced
manufacturing capability and a bottling plant at our Smiths Falls location. The year-over-year decrease in our purchases of property,
plant and equipment reflects the substantial completion of our cultivation and Cannabis 2.0 infrastructure build-out, and the shift in
strategy to an asset-light model in certain markets.
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In the first quarter of fiscal 2021 we did not complete any acquisitions, whereas in the first quarter of fiscal 2020 cash outflows
related to acquisitions totaled $425.0, and included our acquisitions of C3 and This Works. We completed strategic investments totaling
$2.6 million in the first quarter of fiscal 2021 in the form of equity instruments of certain entities, as compared to strategic investments
totaling $427.4 million in the first quarter of fiscal 2020 which most notably included the $395.2 million investment in the Acreage financial
instrument. Finally, in the first quarter of fiscal 2021 we made payments totaling $4.5 million for acquisition-related liabilities, as compared
to $21.4 million in the first quarter of fiscal 2020 as we continue to draw-down on the amounts owing in relation to acquisitions completed
in prior years.

Additional cash inflows during the first quarter of fiscal 2021 related to proceeds of $18.3 million from the sale of a portfolio of
patents in Germany, and $10.0 million related to a recovery of amounts related to construction financing.

Partially offsetting these decreases in cash outflows was the net purchase of short-term investments in the first quarter of fiscal
2021 in the amount of $382.5 million, as compared to the net redemption of short-term investments of $687.8 million in the first quarter of
fiscal 2020. The year-over-year change reflects our investment of the proceeds from CBI exercising their warrants during the quarter (see
below) in relatively safe, liquid investments. Comparatively, in the first quarter of fiscal 2020 we redeemed short-term investments for use
for the purposes described above.

Financing activities

The cash provided by financing activities totaled $247.3 million in the first quarter of fiscal 2021, as compared to cash used of $81.7
million in the first quarter of fiscal 2020. In the first quarter of fiscal 2021 we received proceeds of $245.0 million in relation to CBI
exercising 18.9 million warrants to purchase our common shares. Additionally, in the first quarter of fiscal 2020 we repaid the Alberta
Treasury Board financing in the amount of $95.2 million.

Free Cash Flow (Non-GAAP Measure)

Free cash flow is a non-GAAP measure used by management that is not defined by U.S. GAAP and may not be comparable to
similar measures presented by other companies. Management believes that free cash flow presents meaningful information regarding the
amount of cash flow required to maintain and organically expand our business, and that the free cash flow measure provides meaningful
information regarding our liquidity requirements.

Three months ended June 30,

(in thousands of Canadian dollars) 2020 2019

Net cash used in operating activities $ (118546) $ (158,290)
Purchases of and deposits on property, plant and equipment (61,547) (211,824)
Free cash flow! $ (180,093) $ (370,114)

1Free cash flow is a non-GAAP measure, and is calculated as net cash provided by (used in) operating activities, less purchases of and deposits on property,
plant and equipment.

Free cash flow in the first quarter of fiscal 2021 was an outflow of $180.1 million, as compared to an outflow of $370.1 million in the
first quarter of fiscal 2020. The year-over-year decrease in the outflow reflects the decrease in the cash used for operating activities, as
described above, and the substantial completion of our cultivation and Cannabis 2.0 infrastructure build-out over the past year and the
shift in strategy to an asset-light model in certain markets.

Debt

Since our formation, we have financed our cash requirements primarily through the issuance of capital stock, including the $5.1
billion investment by CBI in the third quarter of fiscal 2019, and debt. Total debt outstanding as of June 30, 2020 was $500.4 million, as
compared to $465.4 million as of March 31, 2020. The total principal amount owing, which excludes fair value adjustments related to our
convertible senior notes, was $614.5 million at June 30, 2020, relatively consistent with the principal amount owing of $615.2 million at
March 31, 2020.

Convertible senior notes

In June 2018, we issued convertible senior notes with an aggregate principal amount of $600.0 million. The notes bear interest at a
rate of 4.25% per annum, payable semi-annually on January 15th and July 15th of each year commencing January 15, 2019. The
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notes mature on July 15, 2023. Holders of the notes may convert the notes at their option at any time from January 15, 2023 to the
maturity date. CBI holds $200.0 million of these notes.

Other

On August 13, 2019, we entered into a $40.0 million revolving debt facility with FCC. The new facility replaces all previous loans
with FCC and is secured by our property on Niagara-on-the-Lake, Ontario. The outstanding balance at June 30, 2020 is $5.3 million, and
the facility bears interest of 3.45%, or the FCC prime rate plus 1.0%, and matures on September 3, 2024.

The revolving debt facility agreement with FCC includes affirmative, negative and financial covenants. As of June 30, 2020, we are
in compliance with all covenants in the revolving debt facility agreement.

Further information regarding our debt issuances, including the conversion rights of the senior convertible notes, is included in
Note 15 of the Interim Financial Statements.

Contractual Obligations and Commitments

There have been no material changes to our contractual obligations and commitments from the information provided in the MD&A
section in our Annual Report.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements that have, or are reasonably likely to have, a material current or future effect on our
financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or capital
resources that are material to investors.

Critical Accounting Policies and Estimates

There have been no material changes to our critical accounting policies and estimates from the information provided in the MD&A
section in our Annual Report.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk.

Market risk is the potential economic loss arising from adverse changes in market factors. As a result of our global operating,
acquisition and financing activities, we are exposed to market risk associated with changes in foreign currency exchange rates, interest
rates and equity prices. To manage the volatility relating to these risks, we may periodically purchase derivative instruments including
foreign currency forwards. We do not enter into derivative instruments for trading or speculative purposes.

Foreign currency risk

Our Interim Financial Statements are presented in Canadian dollars. We are exposed to foreign currency exchange rate risk as the
functional currencies of certain subsidiaries, including those in the United States and Europe, are not in Canadian dollars. The
translation of foreign currencies to Canadian dollars is performed for balance sheet accounts using exchange rates in effect at the
balance sheet date, and for revenues and expense using an average exchange rate for the period. Therefore, fluctuations in the value of
the Canadian dollar affect the reported amounts of net revenue, expenses, assets and liabilities. The resulting translation adjustments are
reported as a component of accumulated other comprehensive income or loss on the consolidated balance sheet.

A hypothetical 10% change in the U.S. dollar against the Canadian dollar compared to the exchange rate at June 30, 2020, would
affect the carrying value of net assets by approximately $111.1 million, with a corresponding impact to the foreign currency translation
account within accumulated other comprehensive income or loss. A hypothetical 10% change in the euro against the Canadian dollar
compared to the exchange rate at June 30, 2020, would affect the carrying value of net assets by approximately $17.3 million, with a
corresponding impact to the foreign currency translation account within accumulated other comprehensive income or loss.

We also have exposure to changes in foreign exchange rates associated with transactions which are undertaken by our
subsidiaries in currencies other than their functional currency. As a result, we have been impacted by changes in exchange rates and
may be impacted for the foreseeable future.

Foreign currency derivative instruments may be used to hedge existing foreign currency denominated assets and liabilities,
forecasted foreign currency denominated sales/purchases to/from third parties as well as intercompany sales/purchases, intercompany
principal and interest payments, and in connection with acquisitions, divestitures or investments outside of Canada. Historically, while
we have purchased derivative instruments to mitigate the foreign exchange risks associated with certain transactions, the impact of these
hedging transactions on our Financial Statements and Interim Financial Statements has been immaterial.

Interest rate risk

Our cash equivalents and short-term investments are held in both fixed-rate and adjustable-rate securities. Investments in fixed-
rate instruments carry a degree of interest rate risk. The fair value of fixed-rate securities may be adversely impacted due to a rise in
interest rates. Additionally, a falling-rate environment creates reinvestment risk because as securities mature, the proceeds are reinvested
at a lower rate, generating less interest income. As at June 30, 2020, our cash and cash equivalents, and short-term investments,
consisted of $1.5 billion, as compared to $1.3 billion at March 31, 2020, in interest rate sensitive instruments.

Our financial liabilities consist of long-term fixed rate debt and floating-rate debt. Fluctuations in interest rates could impact our
cash flows, primarily with respect to the interest payable on floating-rate debt.

Decrease in Fair Value -
Hypothetical 1% Rate

Aggregate Notional Value Fair Value Increase
June 30, March 31, June 30, March 31, March 31,
2020 2020 2020 2020 June 30, 2020 2020
Convertible senior note $ 600000 $ 600000 $ 485898 $ 450204 $ (11,460) $ (11,490)
Fixed interest rate debt 4,802 5,255 N/A N/A N/A N/A
Variable interest rate debt 9,706 9,956 N/A N/A N/A N/A

Equity price risk
We hold other financial assets and liabilities in the form of investments in shares, warrants, options, put liabilities, and convertible

debentures that are measured at fair value and recorded through either net income (loss) or other comprehensive income (loss). We are
exposed to price risk on these financial assets, which is the risk of variability in fair value due to movements in equity or market prices.
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For our convertible senior notes, a primary driver of its fair value is our share price. An increase in our share price typically results
in a fair value increase of the liability.

Information regarding the fair value of financial instrument assets and liabilities that are measured at fair value on a recurring basis,
and the relationship between the unobservable inputs used in the valuation of these financial assets and their fair value is presented in
Note 22 of the Interim Financial Statements.

Item 4. Controls and Procedures.
Evaluation of Disclosure Controls and Procedures.

We maintain disclosure controls and procedures (as that term is defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act)
that are designed to ensure that information required to be disclosed in our reports under the Exchange Act is recorded, processed,
and summarized and reported within the time periods specified in the SEC’s rules and forms, and that such information is accumulated
and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate, to allow timely
decisions regarding required disclosures. Any controls and procedures, no matter how well designed and operated, can provide only
reasonable assurance of achieving the desired control objectives. An evaluation of the effectiveness of the design and operation of our
disclosure controls and procedures as of the end of the period covered by this quarterly report on Form 10-Q was made under the
supervision and with the participation of our management, including our Chief Executive Officer and Chief Financial Officer.

Based upon this evaluation, our Chief Executive Officer and Chief Financial Officer have concluded that, as of June 30, 2020, our
disclosure controls and procedures (a) are effective to ensure that information required to be disclosed by us in reports filed or
submitted under the Exchange Act is timely recorded, processed, summarized and reported and (b) include, without limitation, controls
and procedures designed to ensure that information required to be disclosed by us in reports filed or submitted under the Exchange Act
is accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial Officer, as appropriate to
allow timely decisions regarding required disclosure.

Changes in Internal Control over Financial Reporting

There have been no changes in our “internal control over financial reporting” (as defined in Rules 13a-15(f) and 15d-15(f) under
the Exchange Act) that occurred during the period covered by this quarterly report on Form 10-Q that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.

PART II—OTHER INFORMATION

Item 1. Legal Proceedings.

On July 22, 2020, the Company was served with a statement of claim in which it was named, together with several other Canadian
licensed cannabis producers, as a defendant in a proposed class action proceeding filed in Calgary, Alberta, Canada. The plaintiffs allege
that the defendants, including the Company, marketed and sold medicinal and recreational cannabis products with an advertised content
of THC and CBD that was inaccurate and that the amount of the difference between the actual amount of THC and/or CBD in the
medicinal and recreational cannabis products and the amounts of THC and/or CBD listed on the label was outside the permissible
variability limits. The proposed class has not yet been certified. The Company is currently evaluating the merits of the claim and has not
yet retained defense counsel.

Item 1A. Risk Factors.

For information regarding factors that could affect our results of operations, financial condition and liquidity, see the risk factors
discussed in Part I, Item 1A in our Annual Report. There have been no material changes to the risk factors previously disclosed in Part I,
Item 1A in our Annual Report.

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

None.



Item 3. Defaults Upon Senior Securities.

None.

Item 4. Mine Safety Disclosures.

Not applicable.

Item 5. Other Information.

None.
Item 6. Exhibits.
Exhibit
Number Description

Certificate of Incorporation and Articles of Amendment of Canopy Growth Corporation (incorporated by reference to Exhibit

31 3.1 to the Company’s Annual Report on Form 10-K for the year ended March 31, 2020, filed on June 1. 2020).
Bylaws of Canopy Growth Corporation (incorporated by reference to Exhibit 3.2 to the Company’s Annual Report on Form

3.2 10-K for the year ended March 31, 2020, filed on June 1, 2020).
Proposal Agreement, dated as of June 24, 2020, by and between Canopy Growth Corporation and Acreage Holdings, Inc.

10.1 (incorporated by reference to Exhibit 2.1 to the Company’s Current Report on Form 8-K, filed on June 30, 2020).
Consent Agreement, dated as of June 24, 2020, by and between Canopy Growth Corporation and CBG Holdings LLC

10.2 (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K. filed on June 30, 2020).

31.1* Certification of Principal Executive Officer pursuant to Rules 13a-14(a) and 15d-14(a) of the Securities Exchange Act of 1934
as amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2* Certification of Principal Financial Officer pursuant to Rules 13a-14(a) and 15d-14(a) of the Securities Exchange Act of 1934,
as amended, as adopted pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

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

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

101.INS XBRL Instance Document - the instance document does not appear in the Interactive Data File because its XBRL tags are
embedded within the Inline XBRL document

101.SCH  Inline XBRL Taxonomy Extension Schema Document

101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Document

101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document

101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document

104 Cover Page Interactive Data File (embedded within the Inline XBRL document)

* Filed herewith.

**

This exhibit shall not be deemed “filed” for purposes of Section 18 of the Exchange Act or otherwise subject to the liability of that

Section. Such exhibit shall not be deemed incorporated into any filing under the Securities Act or the Exchange Act.

The agreements and other documents filed as exhibits to this report are not intended to provide factual information or other disclosure
other than with respect to the terms of the agreements or other documents themselves, and you should not rely on them for that
purpose. In particular, any representations and warranties made by us in these agreements or other documents were made solely within
the specific context of the relevant agreement or document and may not describe the actual state of affairs as of the date they were made
or at any other time.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
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CANOPY GROWTH CORPORATION

Date: August 10, 2020 By: /s/ David Klein

David Klein
Chief Executive Officer
(Principal Executive Officer)

Date: August 10, 2020 By: /sl Michael Lee

Michael Lee
Chief Financial Officer
(Principal Financial Officer)



Exhibit 31.1

CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, David Klein, certify that:

1 I have reviewed this Quarterly Report on Form 10-Q of Canopy Growth Corporation;

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

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

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

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

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

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

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

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

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

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

Date: August 10, 2020 By: /s/ David Klein

David Klein
Chief Executive Officer
(Principal Executive Officer)



Exhibit 31.2

CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Michael Lee, certify that:

1 I have reviewed this Quarterly Report on Form 10-Q of Canopy Growth Corporation;

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

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

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

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

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

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

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

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

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

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

Date: August 10, 2020 By: /sl Michael Lee

Michael Lee
Chief Financial Officer
(Principal Financial Officer)



Exhibit 32.1

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

In connection with the Quarterly Report of Canopy Growth Corporation (the “Company”) on Form 10-Q for the period ended June 30,
2020 as filed with the Securities and Exchange Commission on the date hereof (the “Report™), I, David Klein, Chief Executive Officer
of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in this Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

August 10, 2020 /s/ David Klein
David Klein
Chief Executive Officer
(Principal Executive Officer)

A signed original of this written statement required by Section 906 has been provided to Canopy Growth Corporation and will be
retained by Canopy Growth Corporation and furnished to the Securities and Exchange Commission or its staff upon request.



Exhibit 32.2

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

In connection with the Quarterly Report of Canopy Growth Corporation (the “Company”) on Form 10-Q for the period ended June 30,
2020 as filed with the Securities and Exchange Commission on the date hereof (the “Report™), I, Michael Lee, Chief Financial Officer
of the Company, certify, pursuant to 18 U.S.C. §1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

(2) The information contained in this Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

August 10, 2020 /s/ Michael Lee
Michael Lee
Chief Financial Officer
(Principal Financial Officer)

A signed original of this written statement required by Section 906 has been provided to Canopy Growth Corporation and will be
retained by Canopy Growth Corporation and furnished to the Securities and Exchange Commission or its staff upon request.



