
ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS.

The following management discussion and analysis, which we refer to as the “MD&A”, of the financial 
condition and results of operations of Ascend Wellness Holdings, Inc. (the “Company” or “AWH”) is for the three 
months ended March 31, 2021 and 2020. It is supplemental to, and should be read in conjunction with, the unaudited 
condensed consolidated financial statements, and the accompanying notes thereto, (the “Financial Statements”) 
appearing elsewhere in this Quarterly Report on Form 10-Q (the “Quarterly Report” or “Form 10-Q”) and our 
annual financial statements for the years ended December 31, 2020 and 2019, and the accompanying notes thereto 
(the “Annual Financial Statements”), which are included in our Registration Statement on Form S-1, as amended, 
filed with the U.S. Securities and Exchange Commission on April 26, 2021. The Financial Statements and Annual 
Financial Statements were prepared in accordance with accounting principles generally accepted in the United States 
of America, which we refer to as “GAAP.”

The Company was originally formed on May 15, 2018 as Ascend Group Partners, LLC, and changed its 
name to “Ascend Wellness Holdings, LLC” on September 10, 2018. On April 22, 2021, Ascend Wellness Holdings, 
LLC converted into a Delaware corporation and changed its name to “Ascend Wellness Holdings, Inc.” and effected 
a 2-for-1 reverse stock split (the “Reverse Split”). We refer to this conversion throughout this filing as the 
“Conversion.” As a result of the Conversion, the members of Ascend Wellness Holdings, LLC became holders of 
shares of stock of Ascend Wellness Holdings, Inc. The financial information contained throughout this Form 10-Q 
are those of Ascend Wellness Holdings, LLC and its subsidiaries prior to the Conversion, but have been adjusted 
retrospectively for the Reverse Split for all periods presented. 

The following discussion should be read in conjunction with, and is qualified in its entirety by, the 
Financial Statements. In addition to historical information, the discussion in this section contains forward-looking 
statements and forward-looking information (collectively, “forward-looking information”) that involve risks and 
uncertainties. Generally, forward-looking information may be identified by the use of forward-looking terminology 
such as “plans,” “expects,” “does not expect,” “proposed,” “is expected,” “budgets,” “scheduled,” “estimates,” 
“forecasts,” “intends,” “anticipates,” “does not anticipate,” “believes,” or variations of such words and phrases, or 
by the use of words or phrases which state that certain actions, events, or results may, could, would, or might occur 
or be achieved. There can be no assurance that such forward-looking information will prove to be accurate, and 
actual results and future events could differ materially from those anticipated in such forward-looking information. 
Forward-looking information is subject to known and unknown risks, uncertainties, and other factors that may cause 
the actual results, level of activity, performance, or achievements of the Company to be materially different from 
those or implied by such forward-looking information. 

Particular risks and uncertainties that could cause our actual results to be materially different from those 
expressed in our forward-looking statements include those listed below:

• the effect of the volatility of the market price and liquidity risks on shares of our Class A common stock;
• the effect of the voting control exercised by holders of Class B common stock;
• our ability to attract and maintain key personnel;
• our ability to continue to open new dispensaries and cultivation facilities as anticipated;
• the illegality of cannabis under federal law;
• our ability to comply with state and federal regulations;
• the uncertainty regarding enforcement of cannabis laws;
• the effect of restricted access to banking and other financial services;
• the effect of constraints on marketing and risks related to our products;
• the effect of unfavorable tax treatment for cannabis businesses;
• the effect of security risks;
• the effect of infringement or misappropriation claims by third parties;
• our ability to comply with potential future FDA regulations;
• our ability to enforce our contracts;
• the effect of unfavorable publicity or consumer perception;
• the effect of risks related to material acquisitions, dispositions and other strategic transactions;
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• the effect of agricultural and environmental risks;
• the effect of risks related to information technology systems;
• the effect of product liability claims and other litigation to which we may be subjected;
• the effect of risks related to the results of future clinical research;
• the effect of intense competition in the industry;
• the effect of adverse changes in the wholesale and retail prices;
• the effect of outbreaks of pandemic diseases, fear of such outbreaks or economic disturbances due to such 

outbreaks, particularly the impact of the COVID-19 pandemic; and
• the effect of general economic risks, such as the unemployment level, interest rates and inflation, and 

challenging global economic conditions.

The list of factors above is illustrative and by no means exhaustive. Additional information regarding these 
risks and other risks and uncertainties we face is contained in Part II., Item 1A., “Risk Factors,” in this Form 10-Q 
and in other reports we may file from time to time with the Securities and Exchange Commission and the applicable 
Canadian securities regulatory authorities (including all amendments to those reports). Although the Company has 
attempted to identify important factors that could cause actual results to differ materially from those contained in 
forward-looking information, there may be other factors that cause results not to be as anticipated, estimated or 
intended. See “Forward-Looking Statements” for more information. Readers are cautioned that the foregoing list of 
factors is not exhaustive. Readers are further cautioned not to place undue reliance on forward-looking information 
as there can be no assurance that the plans, intentions or expectations upon which they are placed will occur. 
Forward-looking information contained in this MD&A is expressly qualified by this cautionary statement. 

Financial information and unit or share figures, except per-unit or per-share amounts, presented in this 
MD&A are presented in thousands of United States dollars (“$”), unless otherwise indicated. We round amounts in 
this MD&A to the thousands and calculate all percentages and per-share data from the underlying whole-dollar 
amounts. Thus, certain amounts may not foot, crossfoot, or recalculate based on reported numbers due to rounding. 
Unless otherwise indicated, all references to years are to our fiscal year, which ends on December 31. 
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BUSINESS OVERVIEW

Established in 2018 and headquartered in New York, New York, AWH is a vertically integrated multi-state 
operator focused on adult-use or near-term adult-use cannabis states in limited license markets. Our core business is 
the cultivation, manufacturing, and distribution of cannabis consumer packaged goods, which we sell through our 
company-owned retail stores and to third-party licensed retail cannabis stores. We believe in bettering lives through 
cannabis. Our mission is to improve the lives of our employees, patients, customers and the communities we serve 
through the use of the cannabis plant. We are committed to providing safe, reliable and high-quality products and 
providing consumers options and education to ensure they are able to identify and obtain the products that fit their 
personal needs.

Since our formation, we have expanded our operational footprint, primarily through acquisitions, and 
currently have direct or indirect operations or financial interests in five U.S. geographic markets: Illinois, 
Massachusetts, Michigan, New Jersey, and Ohio and employ approximately 1,200 people.

We are committed to being vertically integrated in every state we operate in, which entails controlling the 
entire supply chain from seed to sale. We are currently vertically integrated in four out of the five states in which we 
operate with expansion plans underway to achieve vertical integration in all five states. While we have been 
successful in opening facilities and dispensaries, we expect continued growth to be driven by opening new 
operational facilities and dispensaries under our current licenses, expansion of our current facilities, and increased 
consumer demand. 

Our consumer products portfolio is generated primarily from plant material that we grow and process 
ourselves. We produce our consumer packaged goods in five manufacturing facilities with 80,000 square feet of 
current operational canopy and total current capacity of 41,000 pounds annually. We are undergoing expansions to 
285,000 square feet of cumulative canopy, which is estimated to have a total production capacity of 142,000 pounds 
annually post build-out. As of May 26, 2021, our product portfolio consists of 106 stock keeping units (“SKUs”), 
across a range of cannabis product categories, including flower, pre-rolls, concentrates, vapes, edibles, and other 
cannabis-related products. As of May 26, 2021, we have 17 open and operating retail locations with expectations to 
have 22 retail locations by the end of 2021. Our new store opening plans are flexible and will ultimately depend on 
market conditions, local licensing, construction, and other regulatory permissions. All of our expansion plans are 
subject to capital allocations decisions, the evolving regulatory environment, and the COVID-19 pandemic. 
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RESULTS OF OPERATIONS

Three Months Ended March 31, 2021 Compared with the Three Months Ended March 31, 2020

Three Months Ended March 31,
($ in thousands) 2021 2020 Increase / (Decrease)
Revenue, net $ 66,137 $ 22,592 $ 43,545 193%
Cost of goods sold  (36,470)  (15,100)  21,370 142%
Gross profit  29,667  7,492  22,175 296%

Gross profit %  44.9%  33.2% 
Operating expenses

General and administrative expenses  25,146  9,649  15,497 161%
Settlement expense  36,511  —  36,511 NM*

Total operating expenses  61,657  9,649  52,008 539%
Operating loss  (31,990)  (2,157)  29,833 NM*

Other (expense) income
Interest expense  (7,337)  (2,530)  4,807 190%
Other, net  80  6  74 NM*

Total other expense  (7,257)  (2,524)  4,733 188%
Loss before income taxes  (39,247)  (4,681)  34,566 738%
Income tax expense  (8,976)  (2,437)  6,539 268%
Net loss $ (48,223) $ (7,118)  41,105 577%
Less: net income attributable to non-

controlling interests  —  360  (360) NM*
Net loss attributable to AWH $ (48,223) $ (7,478) $ 40,745 545%

*Not meaningful

Revenue

Revenue increased by $43,545, or 193%, during the three months ended March 31, 2021, as compared to 
the three months ended March 31, 2020, primarily driven by growth from our existing businesses as well as new site 
openings and acquisitions. During the three months ended March 31, 2021, we recognized incremental revenue from 
acquisitions of $15,575. Four new dispensaries that were opened during the second half of 2020 and two new 
dispensaries that were opened during the three months ended March 31, 2021 contributed $8,466 of the revenue 
growth. Revenue from existing dispensaries increased by $2,626. Increased production and sales from our 
cultivation and manufacturing sites contributed $16,878, including the commencement of cultivation and production 
at our Massachusetts cultivation facility. As of March 31, 2021, we had 106 SKUs for our cultivation products, 
compared to 29 SKUs as of March 31, 2020. 

Cost of Goods Sold and Gross Profit

Cost of goods sold increased by $21,370, or 142%, during the three months ended March 31, 2021, as 
compared to the three months ended March 31, 2020. Cost of goods sold represent direct and indirect expenses 
attributable to the production of wholesale products as well as direct expenses incurred in purchasing products from 
other wholesalers. The increase in cost of goods sold in the three months ended March 31, 2021 was driven by 
expansion of our operations, including $8,949 of incremental costs from acquisitions. Gross profit for the three 
months ended March 31, 2021 was $29,667, representing a gross margin of 44.9%, compared to gross profit of 
$7,492 and gross margin of 33.2% for the three months ended March 31, 2020. The increase in gross margin was 
primarily driven by an increase in scale as well as efficiency improvements at our cultivation facilities. 
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General and Administrative Expenses

General and administrative expenses increased by $15,497, or 161%, during the three months ended 
March 31, 2021, as compared to the three months ended March 31, 2020. The increase was primarily related to:

• a $7,587 increase in compensation expense resulting from an increase in headcount from approximately 
350 as March 31, 2020 to approximately 1,000 by the March 31, 2021 to support our expanded operations, 
including $2,302 of higher equity based compensation expense from the vesting of restricted stock units 
that were granted in 2020;

• a $2,665 increase in rent and utilities, driven by eight new operating leases that we entered into during 2020 
and an increase in related utilities expenses to support the expansion of our operations;

• a $2,460 increase in professional services, driven by an increase in consulting, accounting, and tax services;

• an increase of $651 related to insurance expenses;

• a $468 increase in depreciation and amortization expense due to $906 of incremental depreciation expense 
due to a larger average balance of fixed assets in service and $905 of incremental amortization of licenses 
that were acquired in late 2020, partially offset by $1,343 of lower amortization from in-place leases that 
became fully amortized in late 2020; and

• a $133 increase in marketing expenses associated with new dispensary openings. 

Settlement Expense

During the three months ended March 31, 2021, we recognized a charge of $36,511 related to the 
settlement of a litigation matter. Refer to “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations — Legal Matter” for additional details. 

Interest Expense

Interest expense increased by $4,807, or 190%, during the three months ended March 31, 2021, as 
compared to the three months ended March 31, 2020, primarily driven by an increase in the principal amount of 
Company debt outstanding during 2021. During the three months ended March 31, 2021, the Company had an 
average outstanding debt balance of $252,809 with a weighted-average interest rate of 10.8%, compared to an 
average debt balance of $82,018 during three months ended March 31, 2020 with a weighted-average interest rate of 
12.0%.

Income Tax Expense

The Company’s quarterly tax provision is calculated under the discrete method which treats the interim 
period as if it were the annual period and determines the income tax expense or benefit on that basis. The discrete 
method is applied when application of the estimated annual effective tax rate is impractical because it is not possible 
to reliably estimate the annual effective tax rate. The Company believes, at this time, the use of this discrete method 
is more appropriate than the annual effective tax rate method due to the high degree of uncertainty in estimating 
annual pre-tax income due to the early growth stage of the business.

Since the Company operates in the cannabis industry, it is subject to the limitations of Internal Revenue 
Code (“IRC”) Section 280E, which prohibits businesses engaged in the trafficking of Schedule I or Schedule II 
controlled substances from deducting ordinary and necessary business expenses from gross profit. Cannabis 
businesses operating in states that align their tax codes with IRC Section 280E are also unable to deduct ordinary 
and necessary business expenses for state tax purposes. Ordinary and necessary business expenses deemed non-
deductible under IRC Section 280E are treated as permanent book-to-tax differences. Therefore, the effective tax 
rate can be highly variable and may not necessarily correlate with pre-tax income or loss. 

The statutory federal tax rate was 21% during both periods. The Company has operations in five U.S. 
geographic markets: Illinois, Massachusetts, Michigan, New Jersey, and Ohio, which have state tax rates ranging 
from 4% to 9.5%. Certain states, including Michigan, do not align with IRC Section 280E for state tax purposes and 
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permit the deduction of ordinary and necessary business expenses from gross profit in the calculation of state taxable 
income.

Income tax expense was $8,976, or 30.3% of gross profit, during the three months ended March 31, 2021, 
as compared to $2,437, or 32.5% of gross profit, during the three months ended March 31, 2020. There have been no 
material changes to income tax matters in connection with the normal course of operations during the three months 
ended March 31, 2021. The effective tax rate on gross profit for the three months ended March 31, 2021 benefited 
from lower accrued penalties and interest, partially offset by an increase in state taxes related to states where we had 
losses in the prior year period.

NON-GAAP FINANCIAL MEASURES

We define “Adjusted Gross Profit” as gross profit excluding non-cash inventory costs. We define 
“Adjusted Gross Margin” as Adjusted Gross Profit as a percentage of net revenue. 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. We define “Adjusted EBITDA Margin” as Adjusted EBITDA as a 
percentage of net revenue. Management calculates Adjusted EBITDA as the reported net loss, adjusted to exclude: 
income tax expense; other (income) expense; interest expense, depreciation and amortization; depreciation and 
amortization included in cost of goods sold; loss on sale of assets; non-cash inventory adjustments; equity based 
compensation; start-up costs; transaction-related and other non-recurring expenses; and litigation settlement. 
Accordingly, management believes that Adjusted EBITDA provides meaningful and useful financial information, as 
this measure demonstrates the operating performance of the business. Non-GAAP financial measures may be 
considered in addition to the results prepared in accordance with U.S. GAAP, but they should not be considered a 
substitute for, or superior to, U.S. GAAP results.

The following table presents Adjusted Gross Profit for the three months ended March 31, 2021 and 2020:

Three Months Ended March 31,
($ in thousands) 2021 2020
Gross Profit $ 29,667 $ 7,492 

Depreciation and amortization included in cost of goods sold  2,162  1,069 
Non-cash inventory adjustments  750  — 

Adjusted Gross Profit $ 32,579 $ 8,561 
Adjusted Gross Margin  49.3%  37.9% 
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The following table presents Adjusted EBITDA for the three months ended March 31, 2021 and 2020:

Three Months Ended March 31,
(in thousands) 2021 2020
Net income (loss) $ (48,223) $ (7,118) 

Income tax expense  8,976  2,437 
Other (income) expense  (80)  (6) 
Interest expense  7,337  2,530 
Depreciation and amortization  2,419  1,951 
Depreciation and amortization included in cost of goods sold  2,162  1,069 
Non-cash inventory adjustments  750  — 
Equity based compensation  2,487  185 
Start-up costs(1)  1,311  1,419 
Transaction-related and other non-recurring expenses(2)  2,178  103 
Litigation settlement  36,511  — 

Adjusted EBITDA $ 15,828 $ 2,570 
Adjusted EBITDA Margin  23.9%  11.4% 

(1) One-time costs associated with acquiring real estate, obtaining licenses and permits, and other costs incurred before 
commencement of operations at certain locations. 

(2) Legal and professional fees associated with the Company’s initial public offering (“IPO”) and other non-recurring expenses.
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LIQUIDITY AND CAPITAL RESOURCES

We are an emerging growth company and our primary sources of liquidity are operating cash flows, 
borrowings through the issuances of notes payable, and funds raised through the issuance of equity securities. We 
are generating cash from sales and deploying our capital reserves to acquire and develop assets capable of producing 
additional revenue and earnings over both the immediate and long term. Capital reserves are being utilized for 
acquisitions in the medical and adult use cannabis markets, for capital expenditures and improvements in existing 
facilities, product development and marketing, as well as customer, supplier, and investor and industry relations.

Financing History and Future Capital Requirements

Historically, we have used private financing as a source of liquidity for short-term working capital needs 
and general corporate purposes. Most recently, during the first quarter of 2021 we raised $49,500 through the 
issuance of convertible notes to further finance our expanded operations and acquisitions. Subsequently, on May 4, 
2021, we completed the IPO of our Class A common stock, in which we issued and sold 10,000 shares of Class A 
common stock, excluding the underwriters’ over-allotment, at a price of $8.00 per share with net proceeds of 
approximately $75,156 after deducting underwriting discounts and commissions, but excluding other direct offering 
expenses paid by us. On May 7, 2021, the underwriters exercised their over-allotment option in full and we received 
an additional $11,280, net of underwriting discounts of $720, for an additional 1,500 shares of Class A common 
stock.

Our future ability to fund operations, to make planned capital expenditures, to acquire other entities or 
investments, to make scheduled debt payments, and to repay or refinance indebtedness depends on our future 
operating performance, cash flows, and ability to obtain equity or debt financing, which are subject to prevailing 
economic conditions, as well as financial, business, and other factors, some of which are beyond our control. 

As reflected in the Financial Statements, the Company had an accumulated deficit as of March 31, 2021 
and December 31, 2020, as well as a net loss for the three months ended March 31, 2021 and 2020, and negative 
cash flows from operating activities during the three months ended March 31, 2021, which are indicators that raise 
substantial doubt of our ability to continue as a going concern. Management believes that substantial doubt of our 
ability to continue as a going concern for at least one year from the issuance of our Financial Statements has been 
alleviated due to: (i) capital raised subsequent to March 31, 2021, including net proceeds from our IPO, and (ii) 
continued growth of sales and gross profit from our consolidated operations. Management plans to continue to 
access capital markets for additional funding through debt and/or equity financings to supplement future cash needs, 
as may be required. However, management cannot provide any assurances that the Company will be successful in 
accomplishing its business plans. If we are unable to raise additional capital on favorable terms, if at all, whenever 
necessary, we may be forced to decelerate or curtail certain of its operations until such time as additional capital 
becomes available. 

As of March 31, 2021 and December 31, 2020, the Company had total current liabilities of $126,129 and 
$115,285, respectively, and total current assets of $141,069 and $134,178, respectively, which includes cash and 
cash equivalents of $62,633 and $56,547, respectively, to meet its current obligations. As of March 31, 2021, the 
Company had working capital of $14,940, compared to $18,893 as of December 31, 2020.

Approximately 95% of the Company’s cash and cash equivalents balance as of March 31, 2021 and 
December 31, 2020 is on deposit with banks, credit unions, or other financial institutions. We have not experienced 
any material impacts related to banking restrictions applicable to cannabis businesses. Our cash and cash equivalents 
balance is not restricted for use by variable interest entities.
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Cash Flows

Three Months Ended March 31,
(in thousands) 2021 2020
Net cash (used in) provided by operating activities $ (7,829) $ 3,861 
Net cash used in investing activities  (35,203)  (7,746) 
Net cash provided by financing activities  48,214  3,793 

Operating Activities

Net cash used in operating activities was $7,829 during the three months ended March 31, 2021, as 
compared to net cash provided by operating activities of $3,861 during the three months ended March 31, 2020. The 
change was primarily driven by: a year-over-year increase in our net loss; increases in non-cash expense items 
impacting net loss; and increases in net investments in working capital, including inventory, as well as the timing of 
accounts payable and accrued liabilities.

Investing Activities

Net cash used in investing activities increased by $27,457 during the three months ended March 31, 2021, 
as compared to the three months ended March 31, 2020. The increase was primarily driven by an increase in cash 
investments in capital assets and the final cash payment to the former owners of an acquired entity.

Financing Activities

Net cash provided by financing activities increased by $44,421 during the three months ended March 31, 
2021, as compared to the three months ended March 31, 2020. The increase was primarily driven by higher proceeds 
from the issuances of debt, partially offset by lower proceeds from sale-leaseback transactions.

Contractual Obligations and Other Commitments and Contingencies

The following table summarizes the Company’s future contractual obligations as of March 31, 2021:

(in thousands) Commitments Due by Period

Contractual Obligations Total 
Remainder of 

2021 2022 - 2023 2024 - 2025 Thereafter
Term notes(1) $ 204,608 $ 28,222 134,762 $ 41,624 $ — 
Sellers’ Notes(2)  33,843  19,557 14,286  —  — 
Finance arrangements(3)  19,373  1,522 4,225  4,477  9,149 
Operating leases(4)  447,783  16,725 46,303  48,951  335,804 
Total $ 705,607  66,026 $ 199,576 $ 95,052 $ 344,953 

(1) Principal payments due under term notes payable.
(2) Consists of amounts owed for acquisitions or other purchases. Certain cash payments include an interest accretion 

component.
(3) Reflects our contractual obligations to make future payments under non-cancelable operating leases that did not meet the 

criteria to qualify for sale-leaseback treatment. 
(4) Reflects our contractual obligations to make future payments under non-cancelable operating leases.

Other Commitments

In December 2020, the Company submitted an amended state application to acquire BCCO, LLC, a 
medical dispensary license holder in Ohio for cash consideration of approximately $3,500, subject to certain 
adjustments at closing. The Company may settle the outstanding balances due under a note receivable and a working 
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capital loan as part of the purchase price at closing. The Company expects to enter into a definitive purchase 
agreement following the state approval of the license transfer. Though precise timing is difficult to estimate given 
the uncertainties around receipt of the requisite regulatory approvals, if the proposed transaction is completed during 
2021, the Company has adequate cash on hand to consummate the proposed transaction.

Investments

On February 25, 2021, we entered into a definitive investment agreement (the “Investment Agreement”) 
with MedMen Enterprises Inc. (“MedMen”), under which we will, subject to regulatory approval, complete an 
investment (the “Investment”) of approximately $73,000 in MedMen NY, Inc. (“MMNY”), a licensed medical 
cannabis operator in New York. In connection with the investment, and subject to regulatory approval, MMNY will 
engage our services pursuant to a management agreement (the “Management Agreement”) under which we will 
advise on MMNY’s operations pending regulatory approval of the Investment transaction.

Under the terms of the Investment, at closing, MMNY will assume approximately $73,000 of MedMen’s 
existing secured debt, AWH will invest $35,000 in cash in MMNY, and AWH New York, LLC will issue a senior 
secured promissory note in favor of MMNY’s senior secured lender in the principal amount of $28,000, guaranteed 
by AWH, which cash investment and note will be used to reduce the amounts owed to MMNY’s senior secured 
lender. Following its investment, AWH will hold a controlling interest in MMNY equal to approximately 86.7% of 
the equity in MMNY, and be provided with an option to acquire MedMen’s remaining interest in MMNY in the 
future. AWH must also make an additional investment of $10,000 in exchange for additional equity in MMNY, 
which investment will also be used to repay MMNY’s senior secured lender if adult-use cannabis sales commence in 
MMNY’s dispensaries. The transactions contemplated by the Investment Agreement are subject to customary 
closing conditions, including approval from the New York State Department of Health and other applicable 
regulatory bodies.

Capital Expenditures

We anticipate capital expenditures, net of tenant improvement allowances, of approximately $90,000 
during the remainder of 2021. This includes new projects we expect to initiate, as well as payments related to 
projects that began in 2020. We anticipate completing the build-outs of the greenhouse at our Barry, Illinois 
cultivation facility and the cultivation and processing facility in Lansing, Michigan. We also anticipate completing 
the phase 2 expansion at our Athol, Massachusetts cultivation facility, as well as the expansion of our Franklin, New 
Jersey cultivation and processing facility. Spending at our cultivation and processing facilities includes both 
construction and the purchase of capital equipment such as extraction equipment, heating, ventilation, and air 
conditioning  (HVAC) equipment, manufacturing equipment and general maintenance capital expenditures. Since 
March 31, 2021 we opened two additional dispensaries, one in Massachusetts and one in New Jersey, and Midway 
opened an additional dispensary in Illinois. We expect to complete the build-outs of five total additional dispensaries 
across Massachusetts, New Jersey, and Michigan that are expected to open in 2021. In addition, dispensary-related 
capital expenditures include anticipated costs to rebrand all dispensaries to the Ascend retail brand and general 
maintenance of our retail locations. 

As of March 31, 2021, our construction in progress (“CIP”) balance was $25,790 and relates to capital 
spending of assets that were not yet complete. This balance includes $12,934 related to the construction of a 
greenhouse at our Barry, Illinois cultivation facility, which is expected to be completed in the second or third quarter 
of 2021. Additionally, $1,469 relates to the phase 2 build out at our Athol, Massachusetts cultivation facility. The 
remaining balance of approximately $11,387 relates to the nine licensed dispensaries that were not yet open as of 
March 31, 2021.

Off-Balance Sheet Arrangements

As of the date of this filing, we do not have any off-balance-sheet arrangements, as defined by applicable 
regulations of the Securities and Exchange Commission, that have, or are reasonably likely to have, a current or 
future effect on the results of our operations or financial condition, including, and without limitation, such 
considerations as liquidity and capital resources.
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Related Party Transactions

AWH had a management services agreement (“MSA”) with AGP Partners, LLC (“AGP”) under which 
AGP provided management services to AWH in connection with the monitoring and oversight of AWH’s financial 
and business functions. The founder of AGP is the Chief Executive Officer and one of the founders of AWH. 
Pursuant to the MSA, AWH pays AGP a quarterly fee of $100. As of March 31, 2021 and December 31, 2020, $100 
of these fees are included in “Accounts payable and other accrued expenses” on the unaudited Condensed 
Consolidated Balance Sheets in the Financial Statements. We recognized expenses of $100 during the three months 
ended March 31, 2021 and 2020, respectively, that are included in “General and administrative expenses” on the 
unaudited Condensed Consolidated Statements of Operations in the Financial Statements. Pursuant to the terms of 
the agreement, the MSA was terminated following the Company’s IPO in May 2021. Upon termination, AGP is 
entitled to a $2,000 payout that was contingent upon the beneficial owners of AGP who serve as officers of the 
Company entering into lock-up agreements that extend for 360 days following the Company’s IPO. Pursuant to the 
MSA, each such lock-up agreement contains a provision whereby AWH’s Board may waive, in whole or in part, 
such extended lock-up thereto if AWH’s Board determines, in its sole discretion and in accordance with AWH’s 
governing documents and applicable law, that such waiver will not have an adverse effect on AWH and its equity 
holders, business, financial condition and prospects.

Additionally, $1,000 of the Company’s convertible notes were with related party entities that are managed 
by one of the founders of the Company.

Other Matters

As of March 31, 2021, there were 22,801 of Real Estate Preferred Units outstanding, 14,252 of Series Seed 
Preferred Units outstanding, and 20,982 of Series Seed+ Preferred Units outstanding (collectively, the “Preferred 
Units”), in addition to 49,130 common units. Upon the completion of the Company’s IPO on May 4, 2021, the 
common units, Series Seed Preferred Units, and Series Seed+ Preferred Units each converted into one share of Class 
A common stock on a one-for-one basis. Each Real Estate Preferred Unit converted at a rate of (i) one (ii) plus (A) 
the original purchase price of such Real Estate Preferred Unit multiplied by 1.5, divided by (B) the price at which 
the securities are sold to the public, or a total of 26,221 shares of Class A common stock. This conversion feature for 
the Real Estate Preferred Units is considered a contingent beneficial conversion feature and resulted in a charge of 
$27,361 on the conversion date. Additionally, our convertible notes, and accrued interest thereon, converted into 
37,388 shares of Class A common stock. 65 of the historical common units were allocated as shares of Class B 
common stock. 

Giving effect to these conversions, there were 147,908 pro forma shares of Class A common stock 
outstanding as of March 31, 2021. This would have resulted in a pro forma loss per share of Class A common stock 
of approximately $0.54 based on the following pro forma adjustments to reported net loss: $4,663 of incremental 
interest expense on the convertible notes through the May 4, 2021 conversion date; and $27,361 of expense related 
to the beneficial conversion feature of the Real Estate Preferred Units.

As of March 31, 2021, a total of 9,944 restricted common units had been issued under an equity incentive 
plan, of which 3,659 were vested. The Company recognized $2,487 and $185 as compensation expense in 
connection with these units during the three months ended March 31, 2021 and 2020, respectively, which is included 
in “General and Administrative Expenses” on the unaudited Consolidated Statement of Operations in the Financial 
Statements. As of March 31, 2021, total unrecognized compensation cost related to incentive units was $1,375, 
which is expected to be recognized over the weighted-average remaining vesting period of 1.3 years. Approximately 
3,676 of the unvested restricted common accelerated with the closing of the IPO due to acceleration clauses, 
resulting in additional compensation charges of $733 on the IPO closing date. 

Following the Conversion, the Company has authorized 750,000 shares of Class A Common Shares with a 
par value of $0.001 per share, 100 shares of Class B common stock with a par value of $0.001 par value per share 
and 10,000 shares of preferred stock with a par value of $0.001 per share. The rights of the holders of Class A 
common stock and Class B common stock are identical, except for voting and conversion rights. Each share of Class 
A common stock is entitled to one vote per share. Each share of Class B common stock is entitled to 1,000 votes per 

36



share and is convertible at any time into one share of Class A common stock at the option of the holder. See Note 
12, “Members’ Equity,” in the Financial Statements for additional details.

Legal Matter

In September 2019, FPAW Michigan, LLC (“FPAW”), a VIE of the Company at the time then nominally 
owned by Frank Perullo, co-founder of the Company, through FPAW Michigan 2, Inc. and the Company entered 
into two agreements to purchase real estate holding companies owning six properties in Michigan that were zoned or 
to be zoned for the sale of medical or adult use cannabis. As indicated above, the Company accounted for FPAW 
Michigan 2, Inc. as a VIE, as the Company had the obligation to absorb losses and the right to receive the benefits 
from the VIE. The acquisition of these properties would allow AWH to expand its operations in Michigan as part of 
its initial growth strategy. At the time the agreements were signed, the Michigan cannabis market remained in the 
early stages of development, with adult use sales in the state not commencing until December 2019. While the 
contracts were being negotiated in 2019, AWH and the parties entered into lease agreements under which FPAW 
was permitted to occupy the properties. Operations commenced at one property in September 2020 and at a second 
property in March 2021. Following the execution of the original agreements in September 2019, three of the six 
properties to be acquired under the original agreements were deemed not suitable for the intended business purposes 
due to regulatory developments. Due to the lack of suitability of three of the properties, lower than expected revenue 
and margins due to increased competition, higher operating costs than anticipated, and lack of vertical integration 
while FPAW and the Company continued to develop its Michigan cultivation facility, FPAW and AWH and the 
counterparties reengaged in negotiations relating to the commercial transaction, though such negotiations ended 
unsuccessfully in September 2020. 

On December 4, 2020, the counterparties to the agreements mentioned above, TVP, LLC, TVP Grand 
Rapids, LLC and TVP Alma, LLC (collectively, the “TVP Parties”), filed a complaint in the Circuit Court of the 
State of Michigan, County of Oakland, asserting claims against FPAW and AWH. The case number for the action 
was 2020-184972-CB. The TVP Parties alleged that FPAW and AWH had breached the two agreements entered into 
in September 2019. The TVP Parties asked the court to grant specific performance of the contracts with AWH and 
FPAW, which, if granted, would have resulted in AWH issuing approximately 4,770 common units, as originally 
agreed in September 2019 and paying approximately $16,500 in cash to the TVP Parties in exchange for the entities 
holding the properties subject to the agreements. AWH and FPAW filed an answer to the complaint on January 28, 
2021. AWH and FPAW believed there existed valid defenses to the demand for specific performance due to the lack 
of suitability of three of the six properties subject to the original transaction agreements. 

As the litigation proceeded, the Company and FPAW engaged in settlement discussions with the 
counterparties and determined that settling the dispute so the Company could focus on growing its Michigan 
business was in the best interest of the Company and FPAW and a better use of Company and FPAW resources and 
time than continuing to defend the lawsuit and incurring additional litigation fees and expenses. Following such 
negotiations, on April 14, 2021, the TVP Parties, FPAW and AWH entered into a settlement agreement (the 
“Settlement Agreement”), which provides for, among other items, the dismissal of all claims brought by the TVP 
Parties against FPAW and AWH upon performance of each parties’ obligations under the Settlement Agreement. 
Pursuant to the Settlement Agreement, FPAW and AWH were required to deliver a cash payment of $9,000 to TVP, 
LLC on the date of the Settlement Agreement, with an additional cash payment of $5,480 due on or before January 
1, 2022. In addition, on April 14, 2021, upon the execution of the Settlement Agreement, AWH issued 4,770 
common units of AWH with a fair value of $26,041 to an escrow account, to be held in the name of the escrow 
agent (the “Escrow Units”). The total cash payments are approximately $2,000 less than would have otherwise been 
payable under the agreements. The value of the shares issued have increased significantly between September 2019 
when the agreements were initially entered into and the date of the Settlement Agreement. The Escrow Units 
converted into shares of Class A common stock upon the Conversion in the same manner as all other common units 
of AWH. Also as part of the Settlement Agreement and in order to avoid further potential litigation, AWH issued 
255 common units of AWH with a fair value of $1,390 to a party to one of the September 2019 agreements that was 
not a party to the litigation matter.

Upon the receipt of the initial cash payment of $9,000 and the issuance of the Escrow Units, the TVP 
Parties filed a stipulated order dismissing all lawsuits, with prejudice and without costs, against FPAW and AWH. 
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The Escrow Units are issued and outstanding and will remain in the escrow account until such time as the TVP 
Parties exercise an option to hold the Escrow Units directly (the “Put Option”). Upon their exercise of the Put 
Option, the Escrow Units shall be released to the TVP Parties and the TVP Parties shall transfer to FPAW the equity 
interests of the entities that hold the three real estate properties in Grand Rapids, which are the three remaining 
properties that remain suitable for the original business purposes. The parties intend to work to identify at least two 
additional sites that will be suitable for future Ascend retail locations, which properties the Company would lease 
pursuant to market rental terms. The Company and FPAW determined that identifying and developing additional 
properties that would be suitable for operating cannabis dispensaries was of greater value to the Company than 
acquiring and subsequently disposing of the other three parcels, as the value of such properties once they were no 
longer suitable for the Company’s original business purposes was not of material value to the Company. The Put 
Option is required to be exercised by the TVP Parties within three years of the date of the Settlement Agreement. 
FPAW and AWH are entitled to use the subject properties until such time as the Put Option is exercised. FPAW 
currently operates dispensaries at two of the properties and expects to open a dispensary at the third property by the 
end of 2021.

Of the total settlement liability, $14,480 is recorded within “Accounts payable and accrued expenses” on 
the unaudited Condensed Consolidated Balance Sheets in the Financial Statements as of March 31, 2021 and the fair 
value of the share issuance of $27,431 is reflected within “Reserve for equity issued in litigation settlement” on the 
unaudited Condensed Consolidated Statement of Changes in Members’ (Deficit) Equity in the Financial Statements. 
The fair value of the three properties to be acquired per the settlement of $5,400 is recorded within “Other 
noncurrent assets” in the Financial Statements as of March 31, 2021, and will remain until the time such property 
titles transfer to the Company. The settlement charge of $36,511 is reflected within “Settlement expense” on the 
unaudited Condensed Consolidated Statements of Operations in the Financial Statements. The settlement charge is 
not expected to be deductible for tax purposes.

The Company reported losses of approximately $3,400 related to FPAW during the three months ended 
March 31, 2021 and there is no guarantee that the Company’s Michigan operations will become profitable in the 
future. Cultivation operations commenced in April 2021, and the Company anticipates that revenue and profitability 
in Michigan will improve as a result of vertical integration. Once vertically integrated, the Company will be able to 
produce products for sale at our owned dispensaries at a significantly lower cost compared to the cost associated 
with acquiring product on the wholesale market from third parties. Additionally, the Company opened new 
dispensaries in September 2020 (which began adult use sales in December 2020) and March 2021, which the 
Company expects to positively contribute to the Company's 2021 results. The Company also intends to identify 
additional attractive locations for future retail locations in Michigan. However, despite these developments, 
Michigan may continue to be a difficult market for us in 2021, as it is more competitive than the other markets in 
which the Company operates because Michigan does not limit the number of dispensaries or the size of cultivation 
facilities. As of the date of this Quarterly Report on Form 10-Q, there are over 300 dispensaries in Michigan and due 
to the significant retail competition in this market, we expect our sales per retail location and gross margins in this 
market to be below our average across the portfolio.

Subsequent Transactions

Initial Public Offering

On May 4, 2021, the Company closed its initial public offering of its Class A common stock. The Company 
issued 10,000 shares of Class A common stock at an price of $8.00 per share and raised proceeds of $75,156, net of 
underwriting commissions and discounts, but excluding other direct offering expenses paid by us. The Company 
granted the underwriters an option for a period of 30 days following the date of the offering to purchase up to an 
additional 1,500 shares of Class A common stock at the initial offering price less the discount solely to cover over-
allotments, if any. On May 7, 2021, the underwriters exercised the option in full and we received additional proceeds 
of $11,280, net of underwriting discounts of $720, for 1,500 additional shares of Class A common stock.
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Acquisition

Effective May 5, 2021, the Company completed the previously disclosed acquisition of the parent 
Company of Hemma, LLC (“Hemma”), the owner of a medical cultivation site in Ohio. The total purchase price of 
$10,239 consists of cash payments of $2,500, the issuance of a $4,712 sellers’ note, settlement of $2,500 due under a 
note receivable, settlement of $669 due under a working capital line of credit, and customary working capital 
adjustments. The sellers’ note accrues interest at a rate of 12% per annum, and the outstanding principal plus 
accrued interest is due on December 5, 2021, but may be prepaid without premium or penalty.

Other

On April 14, 2021, the Company entered into a warrant cancellation agreement with One Tower Atlantic, 
LLC, holder of warrants to acquire 1,094 common units of AWH at an exercise price of $3.20 per unit (the “$3.20 
Warrants”). Upon the completion of the Company’s initial public offering, the $3.20 Warrants were cancelled and 
cashed out in exchange for a payment of $4,156 (or $7.00 per share calculated in accordance with the cashless 
exercise provisions of the warrant agreement) that is due by May 31, 2021. 

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our accompanying Financial Statements are prepared in accordance with GAAP, which require us to make 
certain estimates in the application of our accounting policies based on the best assumptions, judgments, and 
opinions of our management. The Company’s significant accounting policies are described in Note 2, “Basis of 
Presentation and Significant Accounting Policies,” in the Financial Statements. There have been no significant 
changes to our critical accounting policies and estimates. For a description of our critical accounting policies, see 
“Management’s Discussion and Analysis of Financial Condition and Results of Operations,” in our Registration 
Statement on Form S-1, as amended, filed with the U.S. Securities and Exchange Commission on April 26, 2021.

Recently Adopted Accounting Standards and Recently Issued Accounting Pronouncements

For information about our recently adopted accounting standards and recently issued accounting standards 
not yet adopted, see Note 2, “Basis of Presentation and Significant Accounting Policies,” of the Financial 
Statements. 

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

We are exposed in varying degrees to a variety of financial instrument related risks. We mitigate these risks 
by assessing, monitoring and approving our risk management processes.

Credit Risk

Credit risk is the risk of a potential loss to us if a customer or third party to a financial instrument fails to 
meet its contractual obligations. The maximum credit exposure at March 31, 2021 is the carrying amount of cash 
and cash equivalents. We do not have significant credit risk with respect to our customers. All cash and cash 
equivalents are placed with major U.S. financial institutions.

We provide credit to our customers in the normal course of business. We have established credit evaluation 
and monitoring processes to mitigate credit risk but have limited risk as the majority of our sales are transacted with 
cash.

Liquidity Risk

Liquidity risk is the risk that we will not be able to meet our financial obligations associated with financial 
liabilities. We manage liquidity risk through the effective management of our capital structure. Our approach to 
managing liquidity is to ensure that we will have sufficient liquidity at all times to settle obligations and liabilities 
when due.
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