COURT FILE NUMBER

COURT
JUDICIAL CENTRE

MATTER

DOCUMENT

ADDRESS FOR
SERVICE AND
CONTACT
INFORMATION OF
PARTY FILING THIS
DOCUMENT

AllA
&
M

ALVAREZ & MARSAL

2401-09688 Clerk's Stamp

COURT OF KING'S BENCH OF ALBERTA

emﬁﬁitx

@)
0\?‘\’ 4(0
> FILED
\é) DIGITALLY —Z&
2401 09688

%%gé0,2024

18 PM

CALGARY

IN THE MATTER OF THE COMPANIES' C

ARRANGEMENT ACT, RSC 1985, ¢ C-36, as amende >

(&7’( OF THE CO\)Q\
AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF DELTA 9 CANNABIS INC., DELTA 9
BIO-TECH INC., DELTA 9 LIFESTYLE CANNABIS CLINIC

INC., DELTA 9 CANNABIS STORE INC., AND DELTA 9
LOGISTICS INC.

SECOND REPORT OF THE MONITOR
ALVAREZ & MARSAL CANADA INC.

September 10, 2024

MONITOR

ALVAREZ & MARSAL CANADA INC.
Bow Valley Square IV

Suite 1110, 250 — 6" Avenue SW

Calgary, Alberta T2P 3H7

Orest Konowalchuk / David Williams
Telephone: (403) 538-4736 / 7536

Email: okonowalchuk@alvarezandmarsal.com
david.williams@alvarezandmarsal.com

COUNSEL

Burnet, Duckworth & Palmer LLP
David LeGeyt / Ryan Algar

2400, 525 — 8" Ave. SW.

Phone: (403) 260-0210 /0126
Fax: (403) 260-0332

Email: dlegeyt@bdplaw.com
ralgar@bdplaw.com



TABLE OF CONTENTS

INTRODUCGTION ..ottt ettt ettt et e s eeenteenteeseeseenseeneenseense e 3
PURPOSE ...ttt ettt ettt ettt st e bt et s be et e 5
TERMS OF REFERENCE AND DISCLAIMER ........coooiiiiiiiieeeeee e 6
BACKGROUND ..ottt ettt ettt sttt ettt b et sae e be e 7
ACTIVITIES OF THE MONITOR ........ccoiiiiiiiieee ettt 8
OPERATIONAL UPDATE ..ottt 10
UPDATE ON THE PROPOSED SNDL DEBENTURE REPAYMENT ................... 12
UPDATE ON THE PROPOSED PLAN ..ottt 14
UPDATE ON THE CLAIMS PROCEDURE ........ccooooiiiiiiieeeee e 14
BIO-TECH SISP UPDATE.......cccoiiiiiiiiiiie et 17
CASH FLOW RESULTS COMPARED TO FORECAST ........cccoooiiiiieeeee 18
UPDATED CASH FLOW FORECAST .......oooiiiiiiieeeceeee s 20
INCREASED INTERIM FINANCING CHARGE AND BORROWINGS. ............... 23
APPROVAL OF PROFESSIONAL FEES AND EXPENSES ........ccocoiiiiniiie 24
EXTENSION TO THE STAY OF PROCEEDINGS .........cccooiiiiiiiieeeeeeeee 26
CONCLUSIONS AND RECOMMENDATIONS. ...c..ooiiiiiiiinteeneeeeeseeneee e 26
APPENDICES
APPENDIX A Amended Interim Financing Facility
APPENDIX B Bio-Tech SISP Notice
APPENDIX C Bio-Tech SISP Teaser
APPENDIX D Updated Cash Flow Forecast
APPENDIX E Updated Cash Flow Forecast Assumptions



INTRODUCTION

1. On July 15, 2024 (the "Filing Date"), Delta 9 Cannabis Inc. ("Delta Parent"),
Delta 9 Bio-Tech Inc. ("Bio-Tech"), Delta 9 Lifestyle Cannabis Clinic Inc.
("Lifestyle"), Delta 9 Cannabis Store Inc. ("Store") and Delta 9 Logistics Inc.
("Logistics" and collectively, the "Delta 9 Group", the "Company" or the
"Applicants") were granted an initial Order (the "Initial Order") by the Court of
King's Bench of Alberta (the "Court"), in relation to proceedings (the "CCAA
Proceedings") under the Companies' Creditors Arrangement Act, RSC 1985, ¢ C-
36, as amended (the "CCAA"). Pursuant to the Initial Order, Alvarez & Marsal
Canada Inc., ("A&M") was appointed as monitor (the "Monitor") in the CCAA

Proceedings.

2. The Initial Order provided for limited relief to the Applicants including, but not
limited to, the imposition of a stay of proceedings in favour of the Applicants and
their assets (the "Stay Period") initially only through to July 25, 2024 (the "Initial
Stay Period"), an administrative charge to a maximum amount of $350,000 (the
"Initial Administration Charge") and a directors and officers charge to a

maximum amount of $300,000 (the "Initial Directors' Charge").

3. On July 24, 2024, the Applicants sought and obtained the following relief form this

Honourable Court:
a) an amended and restated Initial Order (the "ARIO");

b) an Order (the "Bio-Tech SISP Order") approving a sales and
investment solicitation process with respect to Bio-Tech (the "Bio-Tech

SISP"); and

c¢) an Order (the "Claims Procedure Order") approving a claims
procedure to determine the claims of creditors and establish a claims bar

date to prove such claims (the "Claims Procedure").
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The ARIO, among other things,

a)

b)

d)

extended the Initial Stay Period to September 15, 2024;

approved the interim financing facility (the "Interim Financing
Facility") and related charge (the "Interim Financing Charge") in the

amount of $16 million, plus interest, costs and expenses;

approved a key employee retention plan (the "KERP") and related
charge (the "KERP Charge") in the amount of $655,000;

increased the Initial Administration Charge from $350,000 to $750,000
(the "Amended Administration Charge");

increased the Initial Directors' Charge from $300,000 to $900,000,
and extended the same in favour of legal counsel of the directors and
officersto the Applicants, Norton Rose Fulbright LLP
(the "Amended Directors' Charge"); and

granted a break fee charge in favour of the Plan Sponsor (the "Break
Fee Charge") of $1.5 million, and the appointment of a chief
restructuring officer (the "CRO").

Capitalized terms not defined in this Monitor's Second Report (this "Report" or the

"Second Report") are as defined in the ARIO, the Prior Monitor Reports,! the

Arbuthnot Affidavits,? or the materials filed by the Applicants, the Plan Sponsor,

or any other party in connection with the CCAA Proceedings.

! The Pre-Filing Report of the Monitor dated July 12, 2024 (the "Pre-Filing Report"), the First Report of
the Monitor dated July 22, 2024, (the "First Report") are collectively referred to as the "Prior Monitor
Reports".

2 Including the Affidavit of John Arbuthnot IV sworn July 12, 2024 (the "First Arbuthnot Affidavit"), the
Affidavit of John Arbuthnot IV sworn July 18, 2024, the Affidavit of John Arbuthnot IV sworn September
3, 2024 (the "Third Arbuthnot Affidavit") and together, with all other affidavits of John Arbuthnot IV and
any supplements thereto sworn in these CCAA Proceedings (the "Arbuthnot Affidavits").



6. The Applicants have filed an application with this Honourable Court returnable

September 11, 2024 (the "Application"). The relief sought by the Applicants

includes:

a)

b)

d)

extending the Stay Period to November 1, 2024 (the "Stay Extension");

increasing the borrowing limit of Tranche 1 of the Interim Financing
Facility by $1.5 million, to a total of $4.5 million, and a corresponding
increase in the amount of the Interim Financing Charge from $16
million to $17.5 million, plus interests, costs and expenses, as attached

as Appendix "A" to this Report;

approving the actions, activities and conduct of the Monitor, along with
the fees and disbursements of the Monitor and its counsel, as set out in

this Report and the prior Reports of the Monitor; and

such further and other relief as may be sought by the Applicants and this
Honourable Court may deem appropriate in the CCAA Proceedings.

7. This Report should be read in conjunction with the Third Arbuthnot Affidavit,

which is available on the Monitor's website at: www.alvarezandmarsal.com/delta9

(the "Monitor's Website").

PURPOSE

8. The purpose of this Report is to provide information to this Honourable Court in

respect of the following:

a)

b)

c)

d)

the activities of the Monitor since its First Report;
an update on the Delta 9 Group's business and financial affairs;
an update on the proposed SNDL Debenture repayment;

an update on the proposed plan of arrangement or compromise (the

"Plan");



e) an update on the Claims Procedure;
f) an update on the Bio-Tech SISP;

g) the actual cash flow results of Delta 9 Group compared to its
Consolidated Cash Flow Forecast (defined and discussed below) for the
period of July 20, 2024 to August 30, 2024;

h) the Applicants' updated cash flow forecast through to November 1, 2024
(the "Updated Cash Flow Forecast");

1) the Applicants' request to increase the Interim Financing Facility, and
the corresponding increase to the amount of the Interim Financing

Charge;

j) the request for approval of the Monitor's activities and the professional
fees and costs of the Monitor and the Monitor's Legal Counsel (defined

below);
k) the request for the Stay Extension; and
1) the Monitor's overall recommendations in respect of the foregoing.
TERMS OF REFERENCE AND DISCLAIMER

9. In preparing this Report, A&M, in its capacity as the Monitor, has been provided
with and has relied upon unaudited financial information and the books and records
prepared by the Applicants and has held discussions with the Applicants'
management ("Management") and their respective counsel and directors
(collectively, the "Information"). Except as otherwise described in this Report, in

respect of the Applicants' cash flow forecast:

a) the Monitor has reviewed the Information for reasonableness, internal
consistency and use in the context in which it was provided. However,

the Monitor has not audited or otherwise attempted to verify the



accuracy or completeness of the Information in a manner that would
wholly or partially comply with Canadian Auditing Standards ("CASs")
pursuant to the Chartered Professional Accountants Canada Handbook
(the "CPA Handbook") and, accordingly, the Monitor expresses no
opinion or other form of assurance contemplated under CASs in respect

of the Information; and

b) some of the information referred to in this Report consists of forecasts
and projections. An examination or review of the financial forecasts and

projections, as outlined in the CPA Handbook, has not been performed.

10. Future-oriented financial information referred to in this Report was prepared based
on the Applicants' estimates and assumptions. Readers are cautioned that since
projections are based upon assumptions about future events and conditions that are
not ascertainable, the actual results will vary from the projections, even if the

assumptions materialize, and the variations could be significant.

11.  Unless otherwise stated, all monetary amounts contained in this Report are

expressed in Canadian dollars.
BACKGROUND

12. Delta 9 Group is engaged in cannabis cultivation, processing, extraction, wholesale
distribution, retail, and business-to-business sales. Delta 9 Group's organizational

chart is summarized below:

Corporate Entities

100% 100%
100%




13. As detailed in the Monitor's Prior Reports and the Arbuthnot Aftfidavits:

a) Delta Parent is a publicly traded corporation, which holds 100% of the

issued and outstanding shares of Bio-Tech, Logistics, and Store;

b) Bio-Tech is the licensed producer in the Applicants' corporate structure,
holding a licence issued by Health Canada pursuant to the Cannabis Act,
SC 2018, ¢ 16, which permits Bio-Tech to produce and sell cannabis,

cannabis oils, extracts, and derivative products;

c) Logistics operates a distribution and cross-docking facility located in
Winnipeg. As discussed further in this Report, the Company plans to

wind-down Logistics' operations over the next 30 days;

d) Store previously operated 21 cannabis retail stores across Alberta and
one cannabis retail store in Saskatchewan under the trade names "Delta
9 Cannabis Store," "Discounted Cannabis," and "Uncle Sam's
Cannabis". As discussed further below, Store has disclaimed 3 lease
agreements in Alberta in the CCAA Proceedings, leaving 18 stores

currently in operation; and

e) Lifestyle previously operated a chain of 19 retail cannabis stores across
Manitoba under the trade names "Delta 9 Cannabis Store" and "Garden
Variety". Lifestyle has disclaimed one lease agreement in the CCAA

Proceedings, leaving 18 retail stores currently in operation.

14. Further information regarding the cause of the Applicants' insolvency and these
CCAA Proceedings, including the Initial Order, the ARIO, other Orders of this
Honourable Court, the Arbuthnot Affidavits, other affidavits and the Prior

Monitor's Reports are available on the Monitor's Website.
ACTIVITIES OF THE MONITOR

15. The Monitor's activities since the First Report have included the following:



b)

d)

2

h)

engaging with its independent legal counsel, Burnet, Duckworth
& Palmer LLP ("BD&P") and Taylor McCaffrey LLP
("Manitoba Counsel" and together with BD&P, the "Monitor's
Counsel") regarding various matters pertaining to these CCAA

Proceedings;

conducting numerous and ongoing discussions, communications and
meetings with Management, the Delta 9 Group's legal counsel, the Plan
Sponsor and the Plan Sponsor's counsel regarding the Delta 9 Group's
business and financial affairs, the Claims Procedure, the Bio-Tech SISP,

and the proposed Plan and creditors' meeting;

engaging in various discussions with, and providing reporting to,
SNDL, the Plan Sponsor and the Company with respect to the
repayment of the SNDL Debenture, and conducting further analysis of

the same with the Monitor's Counsel;

assisting Management with the roll-out of the Delta 9 Group's post-
filing communication plans to various trade creditors, suppliers and

other stakeholders;

attending the Delta 9 site in Winnipeg to provide assistance and
guidance (at the request of Management and the CRO) in operation and
CCAA matters, generally, along with touring the facility and engaging

with Company employees;
reviewing and discussing weekly payables with Management;

assisting in various communications and meetings with the Delta 9

Group's financial accounting team;

reviewing the Delta 9 Group's bank details and assisting the Delta 9
Group with the compilation of their budget to actual reporting for

purposes of communicating the same to this Honourable Court;



)

k)

responding to information requests from SNDL and its legal counsel

and providing a weekly update on cash flows;

implementing the Bio-Tech SISP, with the assistance of the CRO and
the SISP sales agent, Capital Commercial Real Estate Services Inc.

(the "Sales Agent"); and

ongoing monitoring of the Delta 9 Group's financial affairs, and other

activities by the Monitor.

OPERATIONAL UPDATE

Overview

16.

The Company has been working diligently to ensure that its operations and

communication with key customers and suppliers remain ongoing throughout the

CCAA Proceedings. In consultation with the Monitor, the Company's activities

include, but are not limited to, the following:

a)

b)

continuing employment of, and managing dialogue with, all employees,
except those who have been terminated during the CCAA Proceedings,
to operate Delta 9 Group and assist with major restructuring processes

such as the Claims Procedure and Bio-Tech SISP;

administering the cash flow reporting and funding request process,
under the direction of the Monitor, in accordance with the Interim
Financing Facility provided by SNDL. To date, the Interim Lender has
advanced all of Tranche 1 ($3 million) of the Interim Financing Facility.
The remainder of the Interim Financing Facility under Facility 2 ($13

million) has not been advanced as of the date of this Report;

attending to ongoing communication with various key stakeholders of
the Company, including, customers, suppliers, shareholders and other

stakeholders;

10



d) assisting the Monitor with preparation of marketing materials, list of
potential bidders, and addressing due diligence requests, consistent with

the Bio-Tech SISP Order; and

e) assisting the Monitor with the administration of the Claims Procedure

Order.

Closure of Retail Stores

17.

18.

The Company conducted an assessment of Lifestyle and Store's retail locations, and
identified [four] initial locations for closure due to unprofitability and a low
likelihood of turnaround. In total, the Company issued [three] notices to disclaim
an agreement pursuant to section 32 of the CCAA (the "Disclaimers"). On
August 1, 2024, the Company delivered Disclaimers to the landlords of Store's
retail locations in Calgary and Grande Prairie, and, on August 29, 2024, delivered
a Disclaimer to the St. Albert landlord (the "Alberta Landlords"). On August 22,
2024, the Company delivered a Disclaimer to the landlord of Lifestyle's retail
location in Kirkfield, Manitoba (the "Manitoba Landlord" and together with the
Alberta Landlords, the "Landlords").

Following the Monitor's determination that the Disclaimers would enhance the
prospects of a viable Plan for the Company and would not cause significant
financial hardship to the Landlords, the Monitor approved the Disclaimers. The
Company's counsel has provided the Landlords with claims packages in accordance
with the Claims Procedure Order. As of the date of this Report, none of Landlords

have submitted a restructuring claim to the Monitor.

Logistics Wind-Down

19.

The Company has expressed its intention to wind down Logistics' operations,
primarily due to net working capital losses sustained after losing a key customer
shortly after the commencement of the CCAA Proceedings. The Monitor has
reviewed Logistics' financial performance and understands the Company's

position and analysis regarding this decision. The Monitor is working closely with

11



the Company and its legal counsel to implement the wind-down process,

including the sale of existing inventory and the disclaimer of relevant contracts.

Overholding Rent Dispute

20.

21.

22.

The Monitor understands that on March 19, 2018, 6599362 Canada Ltd. ("659")
and Bio-Tech entered into a lease agreement for the occupancy of the property
located at 770 Pandora Avenue East, Winnipeg, Manitoba ("Building D"), which
is currently being used for Bio-Tech and Logistics' operations. The Company and
659 are in dispute regarding the amount owed under the lease, with 659 asserting
that the monthly rent should be $76,351.32 (the "Overholding Rate"), while the
Company asserting that the monthly rent should be $37,642.65 (the "Base Rate").

In order to ensure that the Delta 9 Group can continue to occupy Building D for
Bio-Tech to maintain its operations as a going concern, and to mitigate any
prejudice faced by 659, the Company and 659 have agreed to pay the difference
between the Overholding Rate and the Base Rate (the "Overholding Rent") to the
Monitor for the period from July 15, 2024, to July 31, 2024, and for all subsequent
months during which the Delta 9 Group continues to occupy Building D. This
arrangement will remain in place until the parties resolve the question of the correct

rent payable under the lease.

The Updated Cash Flow includes payments totaling approximately $174,000 in
Overholding Rent to the Monitor. The Overholding Rent will be held by the
Monitor until there is: (i) a settlement between Delta 9 and 659 as to how the
Overholding Rent is to be distributed between the parties; or (ii) there is a Court
Order directing the distribution of the Overholding Rent funds.

UPDATE ON THE PROPOSED SNDL DEBENTURE REPAYMENT

23.

The ARIO authorized the Delta 9 Group to repay the SNDL Debenture utilizing

Tranche 2 of the Interim Financing Facility.

12



24.

25.

26.

27.

To that end, the Monitor requested a written opinion from the Monitors' Counsel,
confirming the validity and enforceability of the security interests held by SNDL
solely in its capacity as lender under the SDNL Debenture (the "SNDL Debenture
Security"), that the same has been validly executed and delivered, and has been
perfected and registered in accordance with the laws of the Provinces of British

Columbia, Alberta, Saskatchewan and Manitoba.

The Monitor's Counsel has confirmed that, subject to standard qualifications and
assumptions, the SNDL Debenture Security is enforceable in accordance with its
terms as against the subject real and present and after-acquired personal property

of the Applicants.

SNDL and the Delta 9 Group have each separately provided details to the Monitor
of the amounts they understand to be owing under the SNDL Debenture. While the
Monitor has worked closely with both parties to align SNDL and the Delta 9 Group
on various calculations and interpretations of the SNDL Debenture, SNDL and the
Delta 9 Group do not agree with certain terms, dates, and notices, resulting in
materially different positions regarding the amount outstanding under the SNDL

Debenture.

The Plan Sponsor has advised the Monitor that it is in discussions with SNDL to
pay the undisputed amount of the SNDL Debenture, totaling approximately $11.6
million (the "Undisputed Amount"). As at September 6, 2024, and assuming the
Undisputed Amount is paid as described above, there will be approximately $3.1
million in amounts that remain disputed (the "Disputed Amount"), consisting of
$2.5 million of interest and approximately $615,000 relating to protective
disbursements and other costs. The Monitor anticipates that further information
regarding the payment of the Undisputed Amount and the treatment of the Disputed
Amount will be provided by the Plan Sponsor and/or SNDL at the Application.

13



UPDATE ON THE PROPOSED PLAN

28.

29.

30.

The ARIO granted the Applicants the authority to file a Plan, the terms of which
were generally outlined in the Restructuring Term Sheet appended to the First
Arbuthnot Affidavit. Since the granting of the ARIO, the Plan Sponsor and the
Company, in consultation with the Monitor and the CRO, have been working to

develop the proposed Plan to restructure the Delta 9 Group's operations.

The Plan Sponsor has provided a draft of the Plan and a related meeting order to
the Monitor and the Company's legal counsel, who are currently reviewing and

providing feedback.

The Monitor continues to work with the Plan Sponsor, the Company, and the
affected stakeholders, including SNDL, to finalize the Plan. The Monitor
understands that the Plan Sponsor anticipates filing the Plan with this Honourable

Court in due course, and the Monitor will provide updates in future Reports.

UPDATE ON THE CLAIMS PROCEDURE

31.

Pursuant to the Claims Procedure Order, the Monitor has undertaken the following

activities:

a) on July 29, 2024, the Monitor posted the filed Claims Procedure Order,
the Notice to Claimants, the Proof of Claim Form, the Proof of Claim

Instructions, and the Notice of Dispute Form to the Monitor's Website;

b) on July 31, 2024, the Monitor mailed a claims package to each of the
Known Claimants, which included the filed Claims Procedure Order,
the Notice to Known Claimants, the Proof of Claims Form, the Proof of

Claim Instructions, and the Notice of Dispute Form; and

c) on July 30,2024, the Monitor published notice of the Claims Procedure
in the Globe and Mail and the Calgary Herald. On July 31, 2024, the

Monitor published notice of the Claims Procedure in the Winnipeg Free

14



Press. On August 12, 2024, the Monitor published notice of the Claims

Procedure in Insolvency Insider.

32. A summary of the claims of each entity and their status is as follows:

Delta 9 Cannabis Inc., Delta 9 Bio-Tech Inc., Delta 9 Lifestyle Cannabis Clinic Inc., Delta 9 Cannabis Store Inc., and Delta 9 Logistics Inc.

Summary of Claims
(In CAD $000s)

Claims Accepted Claims Under Review Late Claims Issued
Responses
Notices of Proofs of Proofs of Notices of
Deemed Dispute Claim Claim Under Dispute Under Notices of
Claim per Entity Accepted Accepted Accepted Total Review Review Total Total Disallowance
Unsecured
Delta 9 Cannabis Inc. - 864 - 864 12,514 - 12,514 3 10
Delta 9 Stores 221 - - 221 4,933 8 4,941 - -
Delta 9 Lifestyle 751 21 - 771 5.694 135 5.830 8 -
Delta 9 Bio-Tech 1.811 8 17 1.837 2.896 299 3.194 112 -
Delta 9 Logistics 58 16 - 74 - - - - -
2,841 909 17 3,767 26,037 442 26,479 123 10
Secured
Delta 9 Cannabis Inc. - - - - - - - - -
Delta 9 Stores - - - - - - - - -
Delta 9 Lifestyle - - - - - - - - -
Delta 9 Bio-Tech - - - - 7.596 251 7.847 - -
Delta 9 Logistics - - - - - - - - -
- - - - 7,596 251 7,847 - -
D&O'
Delta 9 Cannabis Inc. - - - - - - - - -
Delta 9 Stores - - - - 233 - 233 - -
Delta 9 Lifestyle - - - - 356 - 356 - -
Delta 9 Bio-Tech - - - - 8.842 - 8.842 - -
Delta 9 Logistics - - - - - - - - -
- - - - 9,431 - 9,431 - -
Total Value S 2,841 S 909 S 17 S 3,767 S 43,064 S 693 S 43,757 S 123 S 10
Total Number 164 4 2 170 23 13 36 4 1

(1) CRA claims include both secured and unsecured claims against the Delta 9 entities, and also D& O claims for the same amounts

15



Excluded Claims

33. Excluded Claims (as defined in the Claims Procedure Order) relate to the following:
(i) any claim secured by a charge now or hereinafter granted by the Court in
connection with the CCAA Proceedings, (ii) any Claim arising under a contract
entered into by the Applicants after the Filing Date or with respect to goods or
services provided to any of the Applicants on or after the Filing Date,
(iii) inter-company Claims against the Applicants by another Applicant, and
(iv) any claims by SNDL or 2759054 Ontario Inc. operating as Fika Herbal Goods.

34. As at the Filing Date, certain restructuring claims may be outstanding relating to
the issuance of disclaimer notices and expiration dates therein, therefore the total

value of claims is subject to change.
Summary of Proofs of Claims Received

35. As at the date of this Second Report, the Monitor has received 25 Proofs of Claims

and 17 Notices of Dispute by mail, facsimile or email, of which:

a) 2 Proofs of Claims and 4 Notices of Dispute totalling $926,000 of
unsecured claims, have been reviewed and accepted by the Applicants,

in consultation with the Monitor;

b) a Notice of Disallowance has been issued for one proof of claim

totalling $10,000;

¢) 21 Proofs of Claims, totalling $26 million of unsecured claims (19
claims), a $7.6 million secured claim and a $9.4 million D&O claim

remain under review by the Monitor and the Applicants; and

d) 13 Notices of Dispute, totalling $442,000 of unsecured claims (12
claims) and a $251,000 secured claim, remain under review by the

Monitor and the Applicants.

16



36.

37.

The claims bar date was August 17, 2024 (the "Claims Bar Date"). The Monitor
did not receive any response for 164 Known Claimants, with unsecured claims
totaling approximately $2.8 million by the Claims Bar Date. These claims have

been deemed to be accepted in accordance with the Claims Procedure Order.

The Monitor has received four claims (which are included in the chart above)
totaling $123,708 submitted after the Claims Bar Date. The Monitor has accepted
these late claims for review purposes only at this stage, and will report to the Court
on the results of the review, along with an assessment of all other claims, in a

subsequent Report.

BIO-TECH SISP UPDATE

38.

39.

40.

Pursuant to the Bio-Tech SISP Order, the Monitor, in consultation with the
Company and the CRO, has conducted a number of marketing and solicitation
activities. The Monitor, in consultation with the Company, prepared and
disseminated notices of the Bio-Tech SISP (the "Bio-Tech SISP Notice") through
Insolvency Insider, the National Post, New Cannabis Ventures, StrattCann, and
Newswire, which allowed for marketing coverage in North America. A copy of the

Bio-Tech SISP Notice is attached as Appendix "B".

In addition to the Bio-Tech SISP Notice, the Monitor, in consultation with the
Company and the CRO, prepared an initial offering summary (the "Teaser") and a
non-disclosure agreement ("NDA") in a form acceptable to the Company and the
Monitor. A copy of the Teaser is attached as Appendix "C" to this Report. The
Monitor, in consultation with the Company and the CRO, also prepared an initial
list of potential bidders, including strategic purchasers, capital providers, and
commercial real estate specialists (collectively, the "Prospective Bidders") for the
Company's review and approval. On July 31, 2024 the Monitor distributed the
Teaser and the NDA to the Prospective Bidders, as well as posting the Teaser on

the Monitor's Website.

As of the date of this Report, the Monitor has sent 76 Teasers and NDAs to

17



Prospective Bidders and has received multiple executed NDAs from Prospective
Bidders, all of whom have been provided with access to the virtual data room. The
Monitor is continuing to provide, in consultation with the Company and the CRO,
due diligence information to the Prospective Bidders who have executed NDAs and
assist with arranging site tours and Management meetings. The Monitor will

provide a further update to the Court in a subsequent Report.

CASH FLOW RESULTS COMPARED TO FORECAST

41.

The Delta 9 Group's actual cash receipts and disbursements as compared to the
Consolidated Cash Flow Forecast presented in the Pre-Filing Report during the
period of July 20, 2024 to August 30, 2024 (the "Reporting Period") is summarized

below.

Delta 9 Cannabis Inc., Delta 9 Bio-Tech Inc., Delta 9 Lifestyle Cannabis Clinic Inc., Delta 9
Cannabis Store Inc., and Delta 9 Logistics Inc.

Cash Flow Variance - Prepared by Management
For the period from July 20, 2024 to August 30, 2024
unaudited, in CAD $000's

Forecast Actual Variance

Receipts
Accounts Receivable - Government 843 792 (51)
Accounts Receivable - Other 1,183 961 (222)
Cannabis Sales 6,846 6,690 (156)
Total Receipts 8,872 8,443 (429)
Operating Disbursements
Cannabis Product Purchases 4,784 4,944 (160)
Payroll and Source Deductions 1,776 1,767 9
Consultant Fees 45 38 7
Rent, Utilities and Insurance 599 741 (142)
Logistics, Product Treatment and Lab Testing 346 154 193
Production Supplies and Materials 200 314 (114)
SG&A Expenses 430 349 80
Contingency 90 - 90
GST Remittance 40 - 40
Total Operating Disbursements 8,309 8,307 3
Net Cash Flow from Operations 562 136 (427)
Non-Operating Disbursements
Critical Supplier Payments 200 39 161
Professional Fees 1,875 1,838 37
Debt Senvice 280 - 280
Total Non-Operating Disbursements 2,355 1,877 478
Net Cash Flow (1,793)  (1,741) 51
Opening Cash 115 115
Net Cash Flow (1,793)  (1,741) 51
Interim Financing Advance/(Repayment) 2,000 3,000 1,000
Ending Cash 322 1,374 1,051
Opening Interim Financing Balance - - =
Advances 2,000 3,000 1,000
Repayments - - -
Closing Interim Financing Balance 2,000 3,000 1,000

18



42. Over the Reporting Period, the Delta 9 Group experienced a positive cash flow

variance of approximately $51,000, a result of various temporary and permanent

timing differences, which are described below:

a)

b)

d)

g)

h)

a negative timing variance related to accounts receivable collections
being lower than originally forecasted. Management has advised that
this is as a result of customers being generally slower in paying Delta 9

than anticipated;

anegative permanent variance related to cannabis sales being lower than

originally projected;

a negative permanent variance from cannabis product purchases related
to an additional inventory purchase, primarily to assist with improving

inventory at the Lifestyle retail locations;

a positive permanent variance to payroll and source deductions related

to payroll being lower than anticipated for certain hourly employees;

a positive timing variance to consulting fees related to the billing
frequency of CRO fees being adjusted from weekly to bi-weekly

payments;

a negative permanent variance to rent, utilities and insurance, primarily
related to: (i) the payment of post-filing July 2024 rent for the Bio-Tech
Facility in Winnipeg and a retail store operated by Lifestyle; and (ii)

certain utilities costs being higher than forecasted;

a positive permanent variance to logistics, product treatment and lab

testing related to lower actual expenditures than originally forecasted;

a negative permanent variance to production supplies and materials,
primarily related to the purchase of additional cannabis product inputs

required to maintain production;
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43.

i)

)

k)

)

Facility.

a positive permanent variance to sales, general, and administrative

expenses related to lower actual expenditures than originally forecasted;
a positive permanent variance to the contingency not being required;

a positive timing variance related to a delay in GST payments.
Management has advised that GST will be paid in Week 1 of the
Updated Cash Flow Forecast;

a positive permanent variance related to the reduction in potential
critical supplier costs compared to what was originally forecasted. The
Company has largely worked through its critical supplier discussions at

the date of this Report;

a positive timing variance to professional fees primarily related to the

delayed payment of D&O counsel retainer fees; and

a positive timing variance related to a delay in secured loan repayments
to SNDL. Payment will be made to SNDL in Week 1 of the Updated

Cash Flow Forecast.

As at August 30, 2024, available ending cash was $1.37 million compared to
forecast available cash of approximately $322,000, largely due to the positive and
timing variances noted above and the timing of the most recent draw on Tranche 1
of the Interim Financing Facility. Based on the upcoming forecast period (as

defined below), the Company will require an increase in its Interim Financing

UPDATED CASH FLOW FORECAST

44,

Management has prepared a weekly Updated Cash Flow Forecast for the 9-week
period from August 31, 2024 to November 1, 2024 (the "Forecast Period"), using
the probable and hypothetical assumptions set out in the notes to the Updated Cash
Flow Forecast. A copy of the Updated Cash Flow Forecast, together with a
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summary of the assumptions are attached hereto as Appendix "D" and "E",

respectively.
45. The Updated Cash Flow Forecast is summarized below:

Delta 9 Cannabis Inc., Delta 9 Bio-Tech Inc., Delta 9 Lifestyle Cannabis
Clinic Inc., Delta 9 Cannabis Store Inc., and Delta 9 Logistics Inc.

Management Prepared 9 Week Cash Flow Forecast
For the period from August 31, 2024 to November 1, 2024
unaudited, in CAD $000's

9 Week
Total
Receipts
Accounts Receivable - Government 1,401
Accounts Receivable - Other 1,719
Cannabis Sales 11,287
Total Receipts 14,407
Operating Disbursements
Cannabis Product Purchases 8,620
Payroll and Source Deductions 2,368
Consultant Fees 63
Rent, Utilities and Insurance 1,295
Overholding Rent 174
Logistics, Product Treatment and Lab Testing 315
Production Supplies and Materials 420
SG&A Expenses 585
Contingency 135
Excise Tax Remittance 314
GST Remittance 193
Total Operating Disbursements 14,483
Net Cash Flow from Operations (75)
Non-Operating Disbursements
Potential Critical Supplier Payments 50
Key Employee Retention Plan 105
Professional Fees 1,415
Debt Senice 1,118
Total Non-Operating Disbursements 2,688
Net Cash Flow (2,763)
Opening Cash 1,374
Net Cash Flow (2,763)
Interim Financing Advance/(Repayment) 1,500
Ending Cash 110
Opening Interim Financing Balance 3,000
Advances 1,500
Repayments -
Closing Interim Financing Balance 4,500
Opening Overholding Rent Funds Balance -
Funds Held by Monitor 174
Closing Overholding Rent Funds Balance 174
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46. A summary of the Updated Cash Flow Forecast and select assumptions underlying

the same are as follows:

a)

b)

total projected cash receipts of approximately $14.4 million;

total projected operating cash disbursements of approximately $14.5
million and non-operating cash disbursements of approximately $2.7
million, resulting in a net decrease in cash of approximately $2.8 million

during the Forecast Period; and

subject to Court approval, borrowings from the Interim Financing

Facility of an additional $1.5 million.

47. Pursuant to section 23(1)(b) of the CCAA, and in accordance with the Canadian

Association of Insolvency and Restructuring Professionals Standards of

Professional Practice No. 9, the Monitor hereby reports as follows:

a)

b)

the Updated Cash Flow Forecast has been prepared by Management for
the purpose described in the notes to the Updated Cash Flow Forecast,

using probable and hypothetical assumptions as set out in the notes;

the Monitor's review of the Updated Cash Flow Forecast consisted of
inquiries, analytical procedures, and discussion related to information
supplied to it by Management. Since hypothetical assumptions need not
be supported, the procedures with respect to them were limited to
evaluating whether they were consistent with the purposes of the
Updated Cash Flow Forecast. The Monitor also reviewed the support
provided by Management for the probable assumptions and the

preparation and presentation of the Updated Cash Flow Forecast;

based on the Monitor's preliminary review of the Updated Cash Flow
Forecast, nothing has come to the Monitor's attention to believe that, in

all material respects:
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i.  the hypothetical assumptions are inconsistent with the

purpose of the Updated Cash Flow Forecast;

ii. as at the date of this Report, the probable assumptions
developed by Management are not suitably supported and
consistent with the Delta 9 Group's plans or do not provide a
reasonable basis for the Updated Cash Flow Forecast, given

the hypothetical assumptions; or

iii.  the Updated Cash Flow Forecast does not reflect the

probable and hypothetical assumptions; and

d) since the Updated Cash Flow Forecast is based on assumptions
regarding future events, actual results will vary from the information
presented even if the hypothetical assumptions occur, and the variations
may be material. Accordingly, the Monitor does not express any
assurance as to whether the Updated Cash Flow Forecast will be
accurate. The Monitor does not express any opinion or other form of
assurance with respect to the accuracy of any financial information
presented in this Report, or relied upon by the Monitor in preparing this

Report.

48.  The Updated Cash Flow Forecast has been prepared solely for the purpose
described above, and readers are cautioned that it may not be appropriate for other

purposes.
INCREASED INTERIM FINANCING CHARGE AND BORROWINGS

49. Pursuant to paragraphs 32 to 37 of the ARIO, the Delta 9 Group, may, on further
application to the Court, obtain and borrow additional interim financing under the
Interim Financing Facility from the Interim Lender in order to financing the
Applicants' working capital requirements and other general corporate purposes and

capital expenditures.
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50.

51.

52.

As of the date of this Report, the Interim Lender has advanced the $3 million
available under Tranche 1. As previously discussed, the Monitor understands that
the Interim Lender will be advancing nearly the entirety of Tranche 2 to SNDL as
payment of the Undisputed Amount. The current limit under the Interim Financing

Charge is $16 million.

In order for the Company to complete the Bio-Tech SISP and restructuring under
the proposed Plan, it will require additional funding of approximately $1.5 million
in order to pay for operational and restructuring costs throughout the Stay Extension

period.

Accordingly, the Monitor respectfully supports the Company's request of this
Honourable Court to approve the Applicants request to increase the limit on the

Interim Financing Charge from $16 million to $17.5 million.

APPROVAL OF PROFESSIONAL FEES AND EXPENSES

53.

54.

55.

The Monitor and the Monitor's Counsel have now rendered their invoices for their
respective fees and disbursements for services in connection with the CCAA
Proceedings through to August 24, 2024 (the "Invoices") and the Monitor is now

seeking approval of the invoices from this Honourable Court.

The Applicants seek approval from this Honourable Court of the professional fees
and disbursements of the Monitor for the period to August 24, 2024 (the "Monitor
Taxation Period"), BD&P for the period to August 23, 2024 (the "BD&P
Taxation Period"), and Taylor McCaffrey LLP for the period to August 13, 2024
(the "Taylor McCaffrey Taxation Period").

The total fees and expenses of the Monitor during the Monitor Taxation Period are

$428,005 (exclusive of GST), a summary of which is included below:
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Delta 9 Group
Summary of the Monitor's Statements of Account

For the period July 1, 2024 to August 24, 2024

Invoice Period Fees Disbursements Sub-total
Alvarez & Marsal Canada
1 July 1-27,2024 207,882 4,089 211,971 10,599 222,570
2 July 28 - August 10, 2024 85,878 16,819 102,697 5,135 107,832
3 August 11-24, 2024 113,337 - 113,337 5,667 119,003
Total 407,097 20,908 428,005 21,400 449,405

56. The total fees and expenses of the Monitor's Counsel during the BD&P Taxation
Period total $289,154 (exclusive of GST), a summary of which is included below:

Delta 9 Group
Summary of the Monitor's Counsel's Statements of Account

For the period June 16, 2024 to August 24, 2024

Invoice Period Fees Disbursements Sub-total GST
BD&P LLP
203488133 June 16-30, 2024 15,001 22 15,023 751 - 15,774
203488994  July 1-27, 2024 165,306 385 165,691 8,283 - 173,974
203489319  July 28 - August 10, 2024 51,860 126 51,985 2,599 - 54,585
203489516 August 11-24, 2024 56,455 - 56,455 2,823 - 59,278

Total 288,621 533 289,154 14,456 - 303,610

57. The total fees and expenses of the Monitor's Counsel during the Taylor McCaffrey
Taxation Period total $6,309 (exclusive of GST), a summary of which is included

below:

Delta 9 Group
Summary of the Monitor's Counsel's Statements of Account

For the period July 17, 2024 to August 13, 2024

Invoice Fees Disbursements Sub-total GST
Taylor McCaffrey LLP
708371  July 17 - August 13, 2024 5,912 397 6,309 312 414 7,034
Total 5,912 397 6,309 312 414 7,034
58. The Invoices outline the date of the work completed, the description of the work

completed, the length of time taken to complete the work and the name of the
individual who completed the work. If necessary, copies of the Invoices will be

made available to the Court upon request, if necessary.

59. The Monitor respectfully submits that its professional fees and disbursements and
those of the Monitor's Counsel are fair and reasonable in the circumstances, given
the substantive tasks required to be performed by the Monitor and the Monitor's

Counsel in connection with the CCAA Proceedings.
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EXTENSION TO THE STAY OF PROCEEDINGS

60. Pursuant to the ARIO, the Stay Period will expire on September 15, 2024. The
Applicants are seeking the Stay Extension to November 1, 2024.

61. The Monitor supports the Stay Extension for, among others, the following reasons:
a) it will afford the Applicants and the Monitor sufficient time to:
1.  continue implementing the Bio-Tech SISP;

ii.  allow for the Company and the Monitor to finalize the review of
Claims under the Claims Procedure and understand the results and
implications of the final determination of the claims on the Plan;

and

iii.  allow the Plan Sponsor and the Applicants, in consultation with the
Monitor, to develop and file the Plan to restructure Delta 9 Group's

operations for the benefit of its senior creditors and all stakeholders;

b) assuming an additional $1.5 million on the Interim Financing Facility,
the Applicants are forecasted to have sufficient liquidity up to

November 1, 2024; and

c) the Monitor does not believe any creditor of the Applicants who will be

materially prejudiced by the proposed Stay Extension.
CONCLUSIONS AND RECOMMENDATIONS

62.  Based on the current information that has been made available to the Monitor by
the Applicants, the Monitor is of the opinion that the relief sought by the Applicants

is appropriate and respectfully recommends that this Honourable Court approve:

a) the Stay Extension to November 1, 2024;
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b) the proposed increase to the Interim Financing Facility and Interim

Lender's Charge from $16 million to $17.5 million; and

¢) the activities, fees and disbursements of the Monitor and the Monitor's
Counsel, as set out in the Pre-Filing Report, First Report and Second
Report.

All of which is respectfully submitted this 10" day of September, 2024.

ALVAREZ & MARSAL CANADA INC.,

in its capacity as Monitor of Delta 9 Cannabis Inc.,

Delta 9 Bio-Tech Inc., Delta 9 Lifestyle Cannabis Clinic Inc.,
Delta 9 Cannabis Store Inc., and Delta 9 Logistics Inc., and
not in its personal or corporate capacity

\ S =
=l B L L

Orest Konowalchuk, CPA, CA, CIRP, LIT David Williams, CPA, CIRP, LIT
Senior Vice-President Senior Manager
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Docusign Envelope ID: 0828A340-AFD2-485D-B48F-62D517FFC44E

AMENDMENT NO. 1 TO THE INTERIM FINANCING TERM SHEET

This amending agreement (this "Agreement") is made as September 5, 2024, between all of the
entities identified on the signature page hereto as a borrower (collectively, the "Borrowers"), and
2759054 Ontario Inc. o/a Fika Herbal Goods, as interim lender (the "Interim Lender").

WHEREAS:

A. The Borrowers and the Interim Lender entered into a binding Interim Financing Term Sheet
dated as of July 18, 2024 (the "Interim Financing Term Sheet"); and

B. The Borrowers and the Interim Lender have agreed to make certain amendments to the
Interim Financing Term Sheet on and subject to the terms and conditions set out in this
Agreement;

NOW THEREFORE in consideration of the premises and the agreements set out herein and for
other good and valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, the Borrowers and the Interim Lender agree as follows:

ARTICLE 1
INTERPRETATION

Section 1.1  Definitions

Unless otherwise defined herein, capitalized terms used in this Agreement, including in the recitals
hereto, shall have the meaning ascribed to such terms in the Interim Financing Term Sheet.

Section 1.2 References to the Interim Financing Term Sheet

Upon execution of this Agreement, the Interim Financing Term Sheet shall be deemed to have
been amended as of the date hereof. The terms "hereof”, "herein", "this Interim Financing Term
Sheet", "the Interim Financing Term Sheet" and similar terms used in the Interim Financing Term
Sheet, shall mean and refer to, from and after the date hereof, the Interim Financing Term Sheet
as amended by this Agreement.

Section 1.3 Continued Effectiveness

Nothing contained in this Agreement shall be deemed to be a waiver by the Interim Lender of
compliance by the Borrowers with any covenant or agreement contained in the Interim Financing
Term Sheet, or a waiver of any default or event of default under the Interim Financing Term Sheet,
and each of the parties hereto agrees that the Interim Financing Term Sheet as amended by this
Agreement shall remain in full force and effect, and time shall remain of the essence.

Section 1.4  Benefit of the Agreement

This Agreement shall enure to the benefit of and be binding upon the Borrowers and the Interim
Lender and their respective successors and permitted assigns.

Amendment No. 1 to the Interim Financing Term Sheet
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Docusign Envelope ID: 0828A340-AFD2-485D-B48F-62D517FFC44E

Section 1.5  Currency

All references in this Agreement to dollars, monetary amounts or to $ are expressed in the lawful
currency of Canada unless otherwise specifically indicated.

Section 1.6  Invalidity of any Provisions

Any provision of this Agreement, which is prohibited by the laws of any jurisdiction shall, as to
such jurisdiction, be ineffective only to the extent of such prohibition in such jurisdiction without
invalidating the remaining terms and provisions hereof and no such invalidity shall affect the
obligation of the Borrowers to pay the debts, liabilities and obligations of the Borrowers under the
Interim Financing Facility.

Section 1.7  Captions and Headings

The inclusion of headings preceding the text of the sections of this Agreement and the headings
following each Article in this Agreement are intended for convenience of reference only and shall
not affect in any way such construction or interpretation thereof.

ARTICLE 2
AMENDMENTS

Section 2.1 Amendments
The Interim Financing Term Sheet is hereby amended as follows:

(a) Paragraph D of the recitals is amended by deleting “$16,000,000” and replacing it
with “$17,500,000”;

(b) The first paragraph of Section 3 titled “Interim Financing Facility” is amended
by deleting “$16,000,000” and replacing it with “$17,500,000”;

(©) Subparagraph (a) of the first paragraph of Section 3 titled “Interim Financing
Facility” is amended by deleting “$3,000,000” and replacing it with “$4,500,000”;
and

(d) Clause (iii) of subparagraph (a) of Section 10. titled “Funding Conditions” is
amended by deleting “$16,000,000” and replacing it with “$17,500,000”;

ARTICLE 3
CONDITIONS PRECEDENT

Section 3.1  Conditions Precedent
This Agreement shall not become effective until:

(a) this Agreement is duly executed and delivered to the Interim Lender; and

Amendment No. 1 to the Interim Finance Term Sheet
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-3
(b) the Court grants an order amending the ARIO approving the increase to the Interim
Financing Facility and the Interim Lender’s Charge.

ARTICLE 4
MISCELLANEOUS

Section 4.1 Governing Law

This Agreement shall be governed by and construed in accordance with the laws of the Province
of Alberta and the federal laws of Canada applicable therein.

Section 4.2  Time of the Essence
Time shall be of the essence in this Agreement in all respects.
Section 4.3  Counterparts

This Agreement may be executed in any number of counterparts, each of which shall be deemed
to be an original and all of which shall constitute one and the same agreement. Transmission by e-
mail of an executed counterpart of this Agreement shall be deemed to constitute due and sufficient
delivery of such counterpart.

[The remainder of this page has been left intentionally blank]

Amendment No. 1 to the Interim Finance Term Sheet
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the date first set
out above.

2759054 ONTARIO INC. O/A FIKA
HERBAL GOODS, as Interim Lender

Signed by:

_ Mart Vas
Per: 9nqpm450288:;g...
Name: Mark Vasey
Title: CEO

DELTA 9 CANNABIS INC., as Borrower

[ bt

19ED67A19EB1423...

Per:

Name: John Arbuthnot
Title:  Authorized Signatory

DELTA 9 LOGISTICS INC., as Borrower

[ bt

19ED67A19EB1423...

Per:

Name: John Arbuthnot
Title:  Authorized Signatory

DELTA 9 CANNABIS STORE INC., as
Borrower

[ bt

Per. 19ED67A19EB1423...

Name: John Arbuthnot
Title:  Authorized Signatory

Signature Page to Amendment No. 1 to the Interim Finance Term Sheet
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DELTA 9 BIO-TECH INC., as Borrower

[ bt

Per 19ED67A19EB1423...

Name: John Arbuthnot
Title:  Authorized Signatory

DELTA 9 LIFESTYLE CANNABIS CLINIC
INC., as Borrower

[ bt

19ED67A19EB1423...

Per:

Name: John Arbuthnot
Title:  Authorized Signatory

Signature Page to Amendment No. 1 to the Interim Finance Term Sheet
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Notice of Sales and Investment Solicitation Process re: Delta 9 Bio-Tech Inc.

On July 15, 2024, Delta 9 Bio-Tech Inc. (“Bio-Tech”) and four related entities were
granted an initial order by the Court of King’s Bench of Alberta (the “Court”) under the
Companies’ Creditors Arrangement Act (Canada) (the “CCAA”). Alvarez & Marsal
Canada Inc. was appointed pursuant to the CCAA as monitor (the “Monitor”).

On July 24, 2024, the Court approved a sales and investment solicitation process (the
“SISP”) to solicit interest in, and opportunities for, a sale of, or investment in, all or part of
Bio-Tech’s assets and business operations (the "Opportunity"). The Opportunity may
include one or more of a restructuring, recapitalization or other form or reorganization of
the business and affairs of Bio-Tech as a going concern, or a sale of all, substantially all,
or one or more components of Bio-Tech’s assets (the "Property") and business
operations (the "Business") as a going concern or otherwise.

The Property includes a 95,000 sq ft. Health Canada approved cannabis production
facility located at 760 Pandora Avenue East, Winnipeg, MB. The Business has been able
to cultivate premium quality cannabis at a cash cost of $0.60 to $0.70/gram with an
industry-competitive cost structure (favourable labour, land-leasing, and power cost).
Further, an opportunity exists for modest capital investment to expand production and
further reduce costs.

Interested parties wishing to pursue the Opportunity are to submit a formal binding offer
to the Monitor in accordance with the SISP, by the following deadline:

Bid Deadline: 5:00 p.m. Mountain Time on October 28, 2024

Copies of the SISP Procedure Document and other Court filed materials are available at:
https://www.alvarezandmarsal.com/delta9.

Interested parties who wish to obtain additional information and participate in the SISP
may contact the Monitor at: delta9@alvarezandmarsal.com.
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Delta 9 Cannabis Inc.

Alvarez & Marsal Canada Inc., acting in its capacity as the Court-appointed monitor (“A&M or the “Monitor"), has
commenced a Court-ordered sale and investment solicitation process (the “SISP”) in connection with Delta 9’s restructuring
proceedings which were commenced on July 15, 2024, when each of Delta 9 Cannabis Inc., Delta 9 Bio-Tech Inc. (“Bio-
Tech’, or the “Company”), Delta 9 Lifestyle Cannabis Clinic Inc., Delta 9 Cannabis Store Inc. and Delta 9 Logistics Inc.
were granted an initial order by the Court of King’s Bench of Alberta (the “Court”), under the Companies™ Creditors
Arrangement Act RSC 1985, c. C-36 as amended (the “CCAA”).

Overview

* Bio-Tech is a federally-licensed cannabis company, focused on the
production and sale of cannabis products. Bio-Tech was founded in 2013
and is one of Canada’s first licensed producers, obtaining its first license
in March 2014.

* Bio-Tech is the largest cannabis producer in the province of Manitoba
and owns a 98,804 sq ft. cultivation and processing facility in in
Winnipeg, Manitoba (the “Facility”), with current annual production
capacity of 10,000 kg of dried cannabis (and with an option to double
that capacity with a further investment).

* The Facility contains 297 modular “grow pods”, which are 320 sq ft
shipping containers that have been retrofitted to support specific, micro-
cultivation processes for cannabis plants.

* In addition to its large-scale cultivation capabilities, the Facility
includes automated bottling and rolling equipment for processing
branded consumer products.

* Bio-Tech has supply agreements in place in six Canadian provinces
(Alberta, British Columbia, Manitoba, Newfoundland, Ontario, and
Yukon).
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Opportunity Summary

Bio-Tech Asset Summary Real Estate Opportunity

* Acquisition of cannabis * Significant production,
production operations packaging and cooling
* Acquisition of Delta 9 strain IP equipment

* Acquisition of Grow Pod IP e
and up to ~300 units

$68.4 million of tax loss
carry-forwards

* Potential sale leaseback
opportunity with Bio-Tech
business acquirer

* Investment opportunity
(alternate use)

* Potential bidders have the opportunity to acquire Bio-Tech shares or assets outright (including
real estate) or enter into long-term lease with a new owner of the real estate.

* The acquisition of any of the assets may be made on an individual or en bloc basis. Ofters made on
two or more asset groups but not en bloc should allocate the amount of their offer accordingly.

Bio-Tech Business Overview

* Bio-Tech is currently operating
out of a 98,804 sq ft. Health
Canada approved production
facility in Winnipeg, Manitoba,
situated on 9 acres of owned land.

* The Company has an industry- =
competitive cost structure and
has obtained favourable labour,
land-leasing,
($0.045/kWh).

and power cost

Bio-Tech Financial Summary

* YTD (through June 30, 2024), Bio-Tech
generated net revenue(!) of $4.5 million and
gross profit of $1.8 million. During the same
period, Bio-Tech experienced negative
EBITDA. However, the Company has
performed cost cutting initiatives that are
currently underway, including cost cuts

related to public company reporting.

= Please refer to the financial model in the
virtual data room for important notices and
disclaimers regarding the financial summary
presented herein.

4,000

3,000

1,000

(0]

EBIIDA (9.042) (289) (23)

I II(\&/I (1) Net revenue is presented net of excise taxes

- CA4D $000’s

Q1'2¢ Q2'24 Q3'24FQ4 '24FQ1 '25F Q2 '25F Q3 '25F Q4 '25F
1 1 1

The Company has been able to cultivate premium quality cannabis
at a cash cost of $0.60 to $0.70/gram.

* Revenue forecast substantiated through contractual arrangements
with Delta 9 retail network and bulk contracts.

y * For an investment of $4.0 million, there exists an opportunity to
double production capacity (to 20,000 kg/year) in the same
footprint through an upgraded 500 watt retrofitted air cooled
lighting system. This expansion is expected to reduce the cash cost
1 to $0.36 to $0.40/gram.

*  $68.4 million of tax loss carry-forwards to shelter future operating

income. Net Revenue(!) & Gross Margin

- 40%

159
= = = Gross Margin

104
mmmm Net Revenue
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Delta®

CANNABIS

Other Opportunities
* Grow Pod Technology IP & Units

* Bio-Tech production occurs out of 297 self-contained cannabis growing pods (the “Grow
Pods”), which offer greater energy, cost efficiency, and control over the growing process.
Bio-Tech has invested significant resources into developing and refining its proprietary
Grow Pod technology.

* Each Grow Pod can produce up to 40 kg of cannabis annually, with a payback period of
approximately 3-4 harvests. The Grow Pods are equipped with technology to automate
fertigation, irrigation, light, temperature, air movement and CO2. The pods are also
completely secure with access-controlled doors and security cameras.

* The current annual production with the Grow Pods is approximately 10,000 kg annually,
which can be scaled to 20,000 kg with an estimated capital investment of $4.0 million.

= Delta 9 Brands and Genetic Strains

* The Company’s industry-leading and widely recognized brands such as Delta 9 Cannabis,
Busted Nugs, RAZL, and 770 Cannabis.

* The original Delta 9 Cannabis label has been a trusted brand to Canadians in the recreational
and medicinal cannabis space since its initial launch in 2014. Bio-Tech has invested
significant amounts to develop numerous strains that contain industry-leading levels of
terpenes and CBD.
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Delta 9 Cannabis
In-House Brand
Launched in 2014
Value positioned
Strain agnostic and
specific dried flower
and pre-rolls
Limited-time-only
and seasonal
product offerings
#1 Selling Brand in
Delta 9 Retail
Network

Busted Nugs

Milled to Perfection
Launched in 2023,
with additional
SKU’s in 2024
Value positioned
High terpene,
milled dried flower
and pre-rolls.
Limited-time-only
and seasonal
product offerings
#2 Selling brand in
Delta 9 Retail
Network

RAZL
Time to Party
Launched Q2 2024
Value positioned
5:10 vape cartridges
High CBD, THC
and balanced
variations

770 Cannabls
In-House Brand
Future Launch
TBD
Mainstream
positioned
New, never before
seen genetics
Premium dried
flower
High THC and
terpene content
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Property Highlights

Real Estate Opportunity

»  (Capital Commercial Real Estate Services Inc. Land Size 9.5 acres
(the “Real Estate Broker”), by and through
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Facility Details

= On August 6, 2021, Health Canada approved two expansions to the
Health Canada License. The approvals allow for an expansion of the
licensed perimeter of the Delta Facility from 80,000 square feet to
approximately 95,000 square feet.

* Further information regarding the Facility and other pertinent
information will be available with the Real Estate Broker.

Bryn Oliver
Principal
204-985-1379
Bryn.Oliver@Capitalgrp.ca

Services provided by Bryn Oliver
Personal Real Estate Corporation

Trevor Clay
Broker, Principal
204-985-1365
Trevor.Clay@Capitalgrp.ca

Services provided by Trevor Clay
Personal Real Estate Corporation

Luke Paulsen
Vice President, Sales & Leasing
204-985-1358
Luke.Paulsen@Capitalgrp.ca

Services provided by Luke Paulsen
Personal Real Estate Corporation
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CANNABIS

SISP

* Delta 9 commenced CCAA proceedings on July 15, 2024 and the SISP was approved by the Court on
July 24, 2024. The SISP has been designed to solicit interest in a sale of, or investment in, all of Bio-
Tech’s assets and business operations, including the Facility.

* In accordance with the SISP, a binding offer (a “Binding Offer”) from potential bidders must be
submitted by no later October 28, 2024 (the “Bid Deadline”). A Binding Offer shall be accompanied by a
deposit equal to 10% of the purchase price or total investment contemplated. A Binding Offer may be
made on an individual basis or en bloc basis. Offers made on two or more asset groups but not en bloc
should allocate the amount of the offer accordingly.

* TFollowing the Bid Deadline the Monitor, together with Bio-Tech and the Interim Lender, will assess the
Binding Offers and select the successtul bid. In the event that multiple competitive Binding Ofters are
recelved, an auction will be held on October 30, 2024, to select a successful bidder.

July 15, 2024 Filing date

July 24, 2024 Court approval of the SISP
October 28, 2024 Bid Deadline

October 30, 2024 Auction (if required)

November 8, 2024 Target date for Approval Application Hearing
November 12, 2024  Closing Date Deadline

* A&M and the Real Estate Broker expressly disclaim any liability in connection with the SISP, and the
Court-ordered SISP provides:

* The SISP does not create any contractual or other legal relationship between Bio-Tech, Delta 9,
the Monitor or the Real Estate Broker and any other party including SISP participants; and

* Neither the Monitor nor the Real Estate Broker shall not have any liability whatsoever to any
other person, party, or SISP participant, except in cases of gross negligence or willful misconduct.

Next Steps

Interested parties who wish to pursue a transaction and receive additional diligence materials will be
required to sign a Non-Disclosure Agreement, which can be obtained by contacting A&M by email as noted
below. CCAA documents can be accessed on the Monitor’s website at: www.alvarezandmarsal.com/Delta9.

Orest Konowalchuk Duncan MacRae
Managing Director Senior Director
okonowalchuk@alvarezandmarsal.com dmacrae@alvarezandmarsal.com
David Williams Quinn Park
Director Associate
david.williams@alvarezandmarsal.com gpark@alvarezandmarsal.com

Page 5
Private & Confidential

/

ZR>



APPENDIX "D"

31



Juspisald S91A Jojuag J0j0811Q
1 18210 Jousnauy uyor

/
= T =

INJWILYLS MOT4 HSVO JHL NO L40d3Y SHOLINOIW ® SNOILAWNSSY ANY SILON JHL HLIM NOLLONNFNOD NI @v3¥ 38 LSNIN ‘LNIWIDVNVIN A9 03¥VdIdd 1SVOIH04 MOT4 HSYO 3 LIANYNN

vl vl SEL SEl SEL SEl 16 16 16 - souejeg spund juay Buipjoysaap Buiso|d
vLL 6¢ - - - 6¢ - - 16 - 10JUO Aq poH spun4
o sel sel g€l sel 16 16 16 - - aouejeq spung juay Buipjoysaag Buuado
005y 005y 005y 005y 005y 00S‘y 0S¢ 0S2°e 0S¢ 000°e aouejeg Buroueuly wueu| Buiso|d
- - - - - - - - - - sjuawAeday
00S'} - - - - 052 - - 052 - So0UBAPY
000‘¢ 00S'v 00S'v 00S'v 00S'v 0s.'e 0sL'e 0s.'e 000‘¢ 000°c souejeg Buroueuly wuajul Buluado
oLl oLl 0ge €99 0zg 866 L6¥ SLO‘L vl 89 yse9 Buipuz
00S'L - - - - 0G. - - 05/ - JswAeday)/eoueApy Bujoueul4 wusiu|
(€92'2) (0z2) (ege) £ve (629) (6t72) (819) L0€ (1e2) (689) Mol ysed JeN
vLEL oce £99 (1743 866 L6V SLO‘L viL ¥89 vLEL yse9 bujuado
(€92°2) (0z2) (gg€) £ve (629) (6¥2) (815) 10¢ (122) (689) Mol yse9 19N
8892 182 [+1:74 S0l 00¢ 082 Sl¢ - 0ve 44} sjuawasingsiq Bunesado-uoN |ejoL
8LL') 182 - - - 082 - - - 865 8l 80IM9S 198Q
GLY'L - 68z - 00€ - Gl€ - ove Gl L 5994 [BUOISSB)0.Id
S0l - - S0l - - - - - - 9L le|d uonusiey sahojdwz Aey
0S - - - - - - - - 0S Gl sjuswAed Jaddng |eonu) |enusiod
sjuawasingsiq Bunesado-uoN
(52) 19 (8¥) [Ta4 (62€) 1€ (ev1) L0E (18¢€) €€ suopesadQ wouy mol4 ysed 3oN
£8P'vL 651 889°L 26L°L 820°'C 629°L €521 162} 6€6°L 6LY'L sjusawasingsiq BunesadQ |ejoL
€61 08 - - - 08 - - - €¢ vi LouBpIWSY 1SD
7ie - - - sze - - - 68 - €L BoUBHIWSY XB | 8SIoXT
Gel Sl Gl Sl Gl Sl Gl Sl Gl Gl zh fouabuuod
685 59 59 59 59 59 S9 59 59 g9 L sosuadx3 y9OS
(047 or ov o¥ 00} or ov or ov or ot sleusiely pue saliddng uononpoud
GlLe se Ge g€ Ge g€ Ge se Ge Ge 6 Bunse | qe pue juswiesi] Jonpoid ‘sopsifo
vLL 6¢ - - - 6¢ - - 16 - 8 juay BuipjoysaA0
G62') Sl€ - zL - Sl€ - 4%} - X4 / s0ueINSU| pue salIN JudYy
€9 - 9l - 9l - 9l - 9l - 9 5994 Jueynsuo)
89€'C - 265 - 265 - 265 - 265 - [} suonoNpaq 82.n0g pue |joiked
029'8 0€6 Gz6 Gz6 086 086 066 066 066 016 4 38sBY2INd JoNpoId siqeuue)d
sjuawasingsiqg bunesadQ
Lov'v) 0v9'L 0v9°L 0v9°L 6v9°L 099°L 0L9°L 85S°L 85S°L esy'L s)d19oay |ejo
182711 00€°} 00€’} 00€°L 00€°} 00€°L 052Z') 861°1L 861°1 L) € so|eg siqeuue)
6LL) 061 06} 061 661 [0]%4 (0]¥4 oLe oLz okl z J8Y)Q - 8|qeAI909Y SJUN0JDY
LOY') oSt 051 oSt 051 oSt 051 0SL 051 102 L JUSWIUIBAOS) - B|GBAISODY SJUN0DDY

sydiaoay

[EIO1M99M 6  pZ-AON-L0  +Z-190-GZ ¥2-320-81 YZ1R0-LL ve10-v0  vz-des-zz  vz-des-0z  ve-des-gL  pez-des-90  sejoN
6 %99Mm 8 %93 L1939 9 Y93 G %M v o9m € %99Mm Z199Mm 1 X99M

5,000$ QYO ul ‘pajipneun
¥20Z ‘| JoqudAoN 03} $Z0Z ‘L€ }snBny wouy pousad ay) 104

}Se2a104 Mo|4 YyseD }33M-6 paledald Juswabeuepy
ou| sapsiboT 6 ejoQ pue “au| a10)g Siqeuue) 6 B2Q “oU| d1UllD Siqeuue) ajA}sayi 6 BI[2@ “du| Yda1-olg 6 eyaq “ou| siqeuue) 6 ejeq




APPENDIX "E"

32



10)0a11Q
)jouyjngqly uyor

JANS 0} 9|qeked ssaupajgapul Pandas JOIUSS dU} JO} SDIAISS Jqap }SBI10 :(991A198 1q2Q) 81 910N

'siseq Apjoem-iq e uo pied aq 0} aJe S99} PA)SEIAI0 ‘|9SUNo)

,S1901JJ0 B S,J0}081IJ PUE [9SUN0Y S,J0sU0dg Ue|d ‘[8SUno) SJOJUOK ‘JIOHUO| YOO 3U} Se ||om Se slosiape [eba)| s,dnoio e)aq Aq pasinoul aq 0} sas) [euoissajoid pajoadx3 :(sasuadxy @ saa4 |euolssajoid) L] 9jO0N
‘pouad uoisualx3 AejS 8y} UIylIm Jnd20 0} pajoadxa aie Yolym Jo Jayjau ‘(4y3Y 8U} Ul paulap yjoq) uonoesuel |

yoa ] -oig buiAyiienp e uodn pue Buunioniisay e jo uonajdwod ay) uodn ajqehed si 000‘05G$ Bulutewsas sy $20z ‘Gl 18qojoQ uo saako|dwa ulepad 0} anp 4y3y au) Jo uoiuod e oy JuswAed ((d¥IM) 91 910N
suonelado Joj palinbal aq Aew jeyy syuswAed Jaiddns |eonuo jeiuajod oy slewnsy :(sjuawhed Jaijddng [eonu) [enyuajod) Gl 910N

'S)IpaJo Xe) Jndul Jo Jau ‘Xe) S9jeS pue spooo) :(souepiway 1S9) I 910N

sBuipaado.d YOO ay} ul 1onpoud siqeuued jo ajes ayj 0} Bunejas seay Aiojeinbas pue xe) asiox3 :(aouepiwey xe| as1ox3) ¢} 9JoN

sainjipuadxe ueasaiojun 9|qIssod Joj JUNOJJ. 0} PaPN|oUl USa] SeY 000‘GL$ 40 Aouabunuoo Apjeam v :(Aouabuiyuo)) z| 910N

suonelado 1oy palinbal sasuadxa aAjelisiuiwpe pue ‘[esauab ‘Buljjas pajewiisy ((sasuadxy ¥ORS) L1 210N

‘so|es jonpoud siqeuued o) paje|as sjelsjew pue salddns pajewnsy :(sjeajey pue saljddng uonyonpoud) 0L 910N

‘Jonpoud siqeuued Joy Bunsay [eaibojolq pue |04uod Ajjenb paisinbai pue sjsoo Buiddiys jsedalo :(Buyse] e pue Juawjeal] 3onpoid ‘sonsibo]) g 910N

"ases| 8y} Japun ajqeked juai 031100 ay} Jo uolsanb sy} anjosal salued sy un JOHUOW Ul Aq pjay a4 ||Im Jual Buipjoysano sy ‘g9 z9'L€$ 29 PINoys Jual Ajyiuow sy} yeyy Buissse 6 e)l8Q ajIym

‘2€°16€°9/$ @9 pinoys juai Alyluow ay} 1ey Buiasse g9 Yim ‘@ses| ayj Japun pamo junowe ay) Buipiebas ayndsip ul aie gG9 pue 6 Bl ‘suonelado soisiBo] pue yoa ] -olg Jojy Aq pasn Ajuauino si yoiym (g Buiping,,)
eqojiuepy ‘Badiuuip) ‘}se3 anuany eiopued 0// ye pajedo| Apadoid ay) jo Aouednooo ay) Joj Juswaaibe ases| e ojul paIsud g elad pue (,669.) ‘P¥1 EPBUBD Z9E€66G9 810Z ‘6L UdJB UQ :(3uay BuipjoysanQ) g 910N
‘Yyuow AJaAe Jo U0z a3 uo a|qehed s| aoueinsul pue yjuow AJaAs Jo is|.g ayj uo ajgehed aie sanijn

‘Yyuow A1aAd Jo IS| By} Uo s|qehed S| Juay "S}S0O aoueINsUl pue sal|in Ajyjuow Se [|om Se ‘suoledo] [1ejal pue Ayjioey soisifol s,dnols eya( Joj sjuswAed juas Ajypuow }seosio :(aoueinsuj @ sai|iN ‘Juay) L ajoN
*sBuIpea20id YOO 98U O} pajeja. SI0}0BJjUOD puk Jue}Nsuod o} sjuswAed Apjeam-1g :(sead J0joeIuU0D PUE JuB)NSU0)) 9 SJON

‘Apjeam-1q pasingsip seakojdwa Alunoy pue pale|es Joj sjijouaq pue saouepiwal Alojnje)s ‘sabem ‘salieles }Seoalo ((suojonpaq 824nog pue |joihed) G 3j0N

‘siseq QOO e uo apew aJe syonpoud siqeuued Joj sjuswAed "AiSIaAp NHS Alojuaaul pue sjaAs| Alojuaaul Jaybiy ulejutew o} seam Jad

saseyaind Jo 000°1L91$ Jo abeiane [euonippe ue snid ‘suoneoo] 1elal 8jA1se)I] pue a10)S Joj sjonpoud siqeuues Jo seseyaind yjuow-¢ Buljies) ay) uo paseq ale seseyoind Jseoalod :(saseyoind }onpoid siqeuue)) y 3joN
"MO|9q 7 9JON Ul PassnasIp ‘suoljedo |iejal s,dnoio 6

euolippe Jo aseyoind ay) wouy Buiynsal asealoul pajsesaloy e snid ‘suoiedo) [1ejal aA}sayi] pue 210)S 1oy sajes yjuow-¢ Buljies) 8y} uo paseq ale AI0JudAULl JO sajes }sedalo ((sajeg siqeuue)) ¢ ajoN
'shep 09 0} 0¢ Ajlesauab aie swis} JuswAed SIaWO}SNO ajeAld Woly 8|qeAIa03l SJUNODJE }SBD8I0) PUB BUl}SIXd JO SUOI03||00 }sedaloH :(1aY10 - YY) Z 210N

'sAep 0¢ 0} G| Ajlelouab aie swis) JuswAed "euaqy

Jo Ajuoyiny siqeuue) pue Aiapo ‘Buiwes ‘joyos)y ay) pue uoljelodio) salepo @ Jonbi eqoue|y sy} wouy Ajuewnd ‘9|qeAlaoas SJUNOJJE JSBI8104 pue BulSIXd JO SUOIOS||0D }SEII0 :(JUBWILIBAOD - ¥Y) | 3JON

e)joQq Joj AJojuanl

‘SJejjop uepeUR) JO SPUBSNOY} Ul pajuasaid S| }Se8l0- 8y ‘Pazijeal 8q [iim SUolo8jo.d 10 SjSeaaIo) ‘Sejewllse ayj Jo Aue jey) soueinsse Jayjo 1o Ajueliem ‘uopejussaidsal ou

SI auay ‘[eusjew aq Aew suopeLeA yons pue ‘ezijelisjew SUojdWNSse sy} ji UsAs ‘1Seos8l0 ay) wolj Aiea [im poliad jseaalo- ey} BuLnp peAsiyoe S)nsa. [enjoe ey} ‘ajqeuleusse Jou 8.le Jey) SUOIPUOD pue SjusAs ainjny
noqe suondwnsse uo paseq si }Seaaio- ayj 8auIs “(, Yy¥D1) 1oV Juswabuelly sioipal) ,saiuedwos ayj Japun Buljy e jo joedwi pue sjuswaiinbal ay) 0} }oadsal yjim mojaq passnasip suoidwinsse sspnjoul }Sessio

8y "UuoBWLIOMUI YINS JO SSBUB}BIdWOD 10 AoBINJDE BY) AjLiaA Jayuny O} pajdwale Jou sey pue UoyewLIoul [ejoueuyy pajypneun uodn paijas eaey sjuesljddy ay) ‘(, }seaalo, ay}) 1Seo8.0) Moy ysea siy} buuedsid uj
Jauwielosig

720Z ‘I JOqUIBAON O} 1202 ‘L€ 3SnBny wody polad ayj JoJ
}Se29a104 Mo|4 Yyse) }aaM-6 paledald Juswabeuep 03 SajoN

»u| sansiBo 6 )@ pue “ou| 810} siqeuue) g e)j2Q “ouj AUl siqeuue) aj1say 6 BHAQ “ou| Y99 1-oig 6 eHaQ “ou| Siqeuue) 6 e}ad






