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Enterprise Group; Lead Sponsor for ‘Let’s Toke Business: The Commerce of Cannabis.’
This issue is the Quarterly Wrap up! 2018 has been a good year for Enterprise [TSX: E]:
1.
2.
3.
4.
5.
6.
7.

Return to profitability
$9.1 million contract signed
Sale of Infrastructure Unit CT Underground for $20.6 million
Debt effectively zero
Book values above $1.00. Shares $0.445; YTD shares up north of 40%
Generous bank lines to sort out acquisitions
CT sale takes 60 employees off the overhead.

Since the resource decline began in 2014-15, E has been cash flow positive with a decisive return to profitability with
Q4 2017 EPS of $0.02 and Q3 2017 EPS of $0.01. Enterprise is pleased with the activity in the first part of Q1 2018.

Throughout 2017, Enterprise has experienced a meaningful increase in activity from its existing customers coupled with
a substantial surge in new customers, which has resulted in increased market share for its four business units. Management’s efforts to streamline and maximize efficiencies have translated into improved margins, positive cash-flow quarter
after quarter and a strong return to profitability.

See Ted Ohashi’s latest articles on Seeking Alpha
If You Like Sunniva Buy it Now; If You Don't Like It, Buy It Now Anyway March 23, 2018
Emerald Health and DMG Blockchain - A Perfect Match March 6, 2018
Sunniva - Two Key Puzzle Pieces Fall in Place. February 28, 2018
Sunniva – an amazing site visit and interview February 20, 2018
Where are we in the cannabis stock market cycle? February 13, 2018
Cannabis Stocks: not a Dot-Com Bubble...Yet January 25, 2018
Sunniva: Leading the World's Two Largest Legal Cannabis Markets January 10, 2018
Canadian Cannabis Stocks 2018 Outlook January 3, 2018
How to Make Money on Cannabis Stocks in the Next Three Months November 27, 2017
New Ted Ohashi to speak at the Real Estate Wealth Expo in Toronto on April 7, 2018

Marijuana Stock Market Review & Outlook
LTB MJ INDEX: 1wk -3.2% 1 mo -3.1% 3 mo -14.9% 6 mo +23.1% 1 yr +4.3%

Summary: The Canadian cannabis stocks remain in the trading range. During the last twelve weeks of
the first quarter of 2018, the cannabis stocks measured by the Let’s Toke Business Marijuana Composite
Index traded in a more or less trendless fashion with a modest bias to the downside. This resulted in some
readers finding their cannabis stocks trading below cost for the first time. We continue to advocate buying
low and selling high. This means bailing out of your holdings at this point is a contradiction. It means you
are selling low. Don’t get stampeded out of your holdings by headlines in the press. For long term investors, this is a sign that the next up leg is about to begin.
Looking first at the Toronto Stock Exchange, it
last a difficult three months for investors in general as the TSX/S&P Composite dropped over
5%. This came on the heels of a strong four month
rally. Canadians know that our close geographical
and economic relationship is like being in bed with
an elephant. When the U.S. rolls over, we can be
thrown on the floor. So the trigger for the sell off
was the Trump Administration starting the process of renegotiating the North American Trade
Agreement and following that with a potential
trade war with China and the rest of the world. So the background noise for the cannabis stocks was
negative. Although it would be better for the cannabis group to have the seasoned stocks going up, it
doesn’t matter that much. Cannabis shares will likely continue to trade independently.

Investors who seemed to be the only group of
Americans who favored President Trump, found
their own reasons to dump on Trump’s policies.
The threat of rising interest rates and disruptive
trade wars resulted in the first correction in over a
year. Admittedly, we would rather have the U.S.
market on the rise but in our March 2nd letter we
showed there was no relationship between major
changes in the Dow and changes in the 3Ci. This
pattern continued in March when there were four
days the Dow changed by more than 400 points.
March 1
March 9
March 22
March 23

Dow
-420.22
+440.53
-724.42
-424.69

3Ci
+6.5%
-1.4%
-4.4%
+3.6%

The summary shows that three out of the four large changes in the Dow were negative and one was
positive. On those same days, the cannabis stocks moved in the opposite direction! The message seems
to be to concentrate on the factors impacting cannabis companies which does not include rising interest
rates as few owe money and U.S. trade wars because cannabis is not imported or exported to the U.S.
This month we show the longer term chart of the
LTB Marijuana Composite Index. This graph illustrates one important point – cannabis stocks do
go up and down in price just like non-cannabis
stocks. But in spite of the ups and downs, the
compound annual growth rate shown is 73.16%.
By comparison, the Toronto Stock Exchange Index at the same time provided a rate of return of
only 2.9% compounded annually. With the caveat
that past performance is not indicative of future
results, if an investor had allocated 20% of a portfolio to the cannabis sector, the return on investment for the portfolio would have increased by more than
7-fold. Put another way, if you have 35 years to retirement staring now, you contribute $250 per month
and your earn 2.9% per annum, your RRSP will be worth $180,730. By comparison, if you had earned a
return equivalent to allocating 20% of your portfolio into cannabis stocks, your RRSP will be worth
$6,385,203. We are not saying this is what you can expect because, as we said above, past performance
is not indicative of future results. But what we are saying is that a reasonable allocation of your investment
assets toward cannabis stocks can have a significant positive impact on your retirement assets.
The next chart shows the Canadian Cannabis
Composite Index (3Ci). The historical data only
goes back to January 2017 and the day-to-day
performance has shown the index to be more volatile that the LTB Composite. Since inception, the
3Ci has produced a return of 113.2% per annum
compounded. Again, we are not suggesting that
such a return is sustainable but it is another
measure of the return from investing in cannabis
stocks that shows a significantly higher potential
rate of return.

Next we look at the longer term chart for the LTB
Licensed Producer Composite Index. This index
measures the stock market return for those public
companies that have licenses from Health Canada to grow medical and soon to include recreational cannabis. We will refrain from posting the
rate of return reflected by the graph except to say
it is more than double the return on the LTB Marijuana Composite referred to above. The other
thing worth noting is the LP stocks seem to advance and consolidate. The advance is sometimes prompted by events. For example the last strong leg up in the fourth quarter of 2017 seemed to be
triggered by the Constellation Brands investment in Canopy Growth. A similar transaction occurred between Tilray, and Sandoz Canada, a branch of Sandoz international GmbH, the fourth largest pharmaceutical company in the world by revenue. This was slightly less exciting than the Canopy deal because
Tilray is a private Licensed Producer and the agreement was a binding letter of intent to form a “strategic
partnership” to co-brand products, perform joint research and development, and Sandoz Canada’s sales team
helping to get non-smokable Tilray products into pharmacies and hospitals in Canada. Although the news did not
attract much attention, it is an important development.
Finally, three months ago everyone was talking about Canada’s legalization and how stocks were going to be rising
up to, including and after that long anticipated day. Today, no one is talking about legalization and those who are
bemoan its delay. But legalization is coming and it will be an international day of celebration for pro-cannabis types.
The next chart is the long term Low-Priced Composite.
We use this index as a mandate for the level of speculation in cannabis stocks and the performance tells
us there is very little. Of course, some argue there is
too much risk taking in the large companies. We disagree. In other cycles such as the technology or gold
stocks, the larger cap companies always performed
well. But the cycle did not end until the riskier, microcap companies did well. So far this group has been
the laggard of the cannabis group. The rate of return
indicated by the chart is just 15.0% compound annual
growth. Although this is the lowest return of the group
it is still considerably better than the long-term return
from larger, non-cannabis companies. Before the current cycle ends, we expect the Low-Priced Index to lead the
others on the upside.

The next chart shows the length of uptrends and
downtrends in the LTB Marijuana Composite Index. It shows that in the past 12 weeks, there has
been seven changes in direction. So the volatility
we have been talking about has happened and
we expect it will continue. However, the closer we
get to June 7, the date that the Senate has promised to approve the Cannabis Act, the more likely
it is that investors will regain their enthusiasm for
the group.

International market returns: compared to
world and Canadian markets, the cannabis stocks
enjoyed another positive year. The LTB Licensed
Producers topped the list (+37.1%) and the LTB
Marijuana Composite was sixth (+4.3%). Both Toronto Stock Exchanges Indexes were lower over
the previous twelve months.
To illustrate the impact of these returns, consider
the following effect on a $10,000 portfolio over
five years:






In Toronto Venture Stocks at -2.3%
In Toronto Stocks at -1.2%
In the LTB Marijuana Composite at 4.3%
In U.S. stocks (Dow Jones) at 16.7%
In the LTB Licenses Producers at 37.1%

$ 8,902
$ 9,414
$12,343
$21,645
$40,171

As a reminder, we are not projecting these rates
of return for common stocks in general or the cannabis stocks in particular. This is just another illustration of the impact investment in cannabis
stocks can have on your portfolio or assets at retirement.
Conclusion: we continue to look for superior returns from the cannabis group. Investor psychology is
very negative right now and the Barron’s article (see Breaking & Corporate news below) may be contributing to a selling climax for the cannabis group. It is critical to your long term returns to avoid being stampeded out of the cannabis stocks at a time like this. We are not looking at a selling opportunity. This is a
chance to buy.
Stock Recommendations:
Aphria (TSX: APH): we are very disappointed with APH management and insiders. The data suggests
that between January 30 and September 30, 2017, insiders of APH bought some or all of 20,000,000
shares in Nuuvera at $.001 per share only to come along in early 2018 and have APH buy them at around
$5.40 per share resulting in a profit of $100 million to the owners of those shares. The way management
has stumbled around trying to find an acceptable answer to give the investment community is a further
signal they bought at $.001 per share. Management says they did nothing wrong. We disagree. Sometimes a legal transaction stinks. This one stinks. We no longer recommend APH, in fact, we cannot even
recommend holding the stock. We think you will do better owning Canopy Growth or perhaps an up and
coming Licensed Producer such as Sunniva (CSE: SNN).
Aurora Cannabis (TSX: ACB): we have cooled on ACB having watched how management handled the
CanniMed acquisition. We think ACB went into negotiations holding the winning hand and came out a
loser. Looking back, we also think they overpaid for Broken Coast. Finally we think the strategy of becoming the leading grower in Canada is a poor one. In the year ahead, we believe success will be in the
international markets. Fortunately, ACB is well represented in Europe with its subsidiary Pedanios GmbH.
So we rate the stock as worth holding but not buying.
Canopy Growth (TSX: WEED): the company continues to reward shareholders. WEED has been a
leader and trendsetter in the industry since going public four years ago. They said in their annual report
that growth for the Canadian industry was in the international markets and this has proven to be accurate.

We believe WEED should form a core holding in every portfolio and if you are looking for one stock to buy
and hold for the long term, we believe this is it.
Emerald Health Therapeutics (TSXV: EMH): Recently, Emerald Health Pharmaceuticals (Pharma) announced it is raising $50 million through the best efforts sale of up to ten million shares at $5 per share. Emerald
Health Pharmaceuticals is owned by Emerald Health Sciences (Sciences), the same company that is the parent of
Emerald Health Therapeutics (Thera). Pharma will have 20 million shares outstanding of which Sciences owns 9
million shares and officers and directors another one million. We were disappointed by this announcement because
we feel shareholders of Thera our company should be the focus of all of Science’s cannabis activities. Furthermore,
we feel this simply opens the way for conflicts of interest between Thera and Pharma and paves the way for double
dipping.

We had an extensive meeting with Chris Wagner, Chief Executive Officer of Thera and Bernie Hertel who
provides significant investor relations services for Thera on behalf of Sciences. Their argument is that
Pharma will be in a totally different segment of the industry so Thera should not be involved. They also
argued that Thera is a strong standalone business.
We were not substantially influenced by the arguments but we feel shareholders of Thera could fare well
enough if they are inclined to hang on. However, we remain convinced this approach is not good for Thera
overall and we no longer recommend purchase of its stock.
Lexaria (OTCQB: LXRP): Continues to provide investors with exposure to a multibillion dollar cannabis
market, a U.S. $31 billion fat soluble vitamin industry, a U.S. $60 billion non-steroidal anti-inflammatory
pain medication market and a U.S. $770 billion nicotine market through their disruptive and cost-effective
DehydraTECH™ technology that promotes healthier administration methods and improved bioavailability.
In addition, LXRP has applied for a patent in the delivery of phosphodiesterase type 5 (PDE5) inhibitors
better known by the trade names ViagraTM (sildenafil) and CialisTM (tadalafil). We think LXRP has an outstanding three year outlook with 2018 as the potentially breakout year. For this reason, LXRP remains
one of our favorites in the group.
Namaste Technologies (OTCUS: NXTTF): although we like NXTTF’s prospects, we felt the stock had
over discounted prospects and went up too far, too fast. Now that the stock has shed nearly two-thirds of
the gains to a peak of $3.47, things are looking better. In addition, some of the issues are being addressed
such as management’s inability to attend important details such as publishing the Annual Report on time.
However, it appears there is still some over-promotion that persists such as building up expectations that
the Cannmart license would be received from Health Canada before the end of February was, in hindsight,
overly optimistic and even the currently built-in expectation that it might be immediately forthcoming is
probably still too optimistic. In addition, the evolution of the Internet market for cannabis in Canada has
taken a few steps detrimental to NXTTF’s business expectations. We think NXTTF needs to spend a little
more time in the penalty box but a recommendation point is getting closer.
Organigram (TSXV OGI): continues to move forward. The company is in a good spot to be a major
producer for the recreational market in Canada along with their organic certification restored along with a
much stronger management group to oversee the operations. OGI also signed an important sales contract
with its native province of New Brunswick that positions it very strongly for near term revenue and income.
Perhaps most important was the $100 million financing done to allow them to expand internationally. We
certainly have no hesitation in seeing OGI in a portfolio with WEED and Sunniva (see below) as strong
exposure to the growing side of the cannabis industry.
Radient Technologies (TSXV: RTI): has a unique technology called Microwave Assisted Processing, or
M.A.P., for extracting THC and CBD from the cannabis plant. Initially, the technology was given credibility
when Aurora Cannabis invested in RTI. More recently, ACB increased its holding in RTI from 8.8% to

19.18% on an undiluted basis. This provided capital to enable RTI to accelerate plant capacity expansion
and increased throughput at its Edmonton facility. ACB increasing its holding of RTI to over 10% is important because it makes it clear ACB intends to make RTI’s technology an important part of its strategic
plans moving forward and makes ACB an insider of RTI. The reason it stopped at 19.18% is probably
because if the holding exceeds 20%, any future offer must be made to all RTI shareholders. RTI lagged
a bit in the latest market rally because its association with ACB is well known and diminishes the chances
of an offer from anyone else. In the meantime, we continue to be very satisfied with developments to date.


Sunniva ((CSE: SNN): The basic report of our most recent recommendation can be found in this Seeking
Alpha article. Sunniva: Leading the World's Two Largest Legal Cannabis Markets Due to changes at
Seeking Alpha, you may not be able to access this report through the link. For this reason, we have
reproduced the report at the back of this newsletter. In brief, we believe SNN has the potential to be a
dominant low-cost producer in the California market and a leading low-cost producer in Canada. The
Canadian facility has presold 45,000 kg of production to Canopy Growth. In addition, Natural Health Services is a wholly owned subsidiary that has some 94,000 patients and Vapor Connoisseur that provides
private label vaporizers to over 80 brands in the U.S. At a market cap of under $425 million, we believe
the shares are substantially undervalued. As a recent Canadian brokerage report suggests, the current
market cap is approximately equal to the value of the Canopy Growth contract from the Canadian facility
so you are basically getting the U.S. grow, Natural Health and Vapor Connoisseur for nothing.

Breaking & Corporate News
Barron’s magazine was founded in 1921 and is published by Dow Jones, better known for the Industrial Average and the Wall Street Journal. It is a mainstream, influential financial paper that published an
article called ‘Marijuana Stocks Could be a Buzzkill’ on March 30th. We consulted our dictionary to find that
buzzkill means a person or thing that has a depressing or dispiriting effect. So by knocking the valuations of
Canopy Growth (TSX: WEED), Aurora Cannabis (TSX: ACB), Aphria (TSX: APH), MedReleaf (TSX: LEAF)
and Cronos Group (TSXV: CRON)(TSXV: CRON), Barron’s itself became a buzzkill.
But our experience is that when Barron’s and other publications like it print an article like this they should be
penalized for piling on. They should also be charged with a personal foul because many investors were
probably stampeded by the article and will end up losing money. Again, we believe history will prove articles
like this don’t create selling opportunities, they create buying opportunities.
In our view, this will be noted as a day that was closer to the bottom than the top. We have marked our
calendars for six months hence, October 5, 2018 when this question is revisited. But we are confident that if
you buck the panic selling that is currently driving stock prices, you will be a winner. Stay tuned.
Recently, Health Canada updated its Market
Data. One of the important bits of data was the increase in the number of registered medical cannabis
users. To the extent that some users may be registered with more than one Licensed Producer, the
numbers may overstate the actual total. At the end
of December 2017, there were 269,502 registered
users. This was an increase of 3.3% over the previous month, 14.4% over the previous quarter and
107.5% over the previous year. This data suggests
the rate of growth remains high but is slowing down.
This is a normal progression because one would expect the rate of growth to slow as the numbers get higher.

Aphria (TSX: APH) says that Nuuvera will be renamed Aphria International and will focus on existing
and future opportunities in Germany, Italy, Spain, Portugal, Malta, Australia and Lesotho. In Canada,
Aphria will assume management of Nuuvera's Canadian assets, including ARA-Avanti RX Analytics Inc., the
only Canadian cannabis GMP-certified lab, and existing relationships and supply agreements in the Maritimes. Aphria shareholders who just saw their company spend over $800 million for Nuuvera’s international
strengths should watch carefully to see how well they do in the international market.
Namaste Technologies Inc. (OTCMKTS: NXTTF) has signed a medical cannabis Product Acquisition
Agreement through wholly owned subsidiary, Cannmart Inc. with Clever Leaves, a vertically integrated, licensed producer of medical cannabis in Colombia. Clever Leaves has recently broken ground
on a 15+ hectare Good Agricultural Collection Practices (“GACP”) compliant cultivation facility and Good
Manufacturing Practices (“GMP”) Level-2 Extraction facility, leveraging high-grade technology and practices
from the international pharmaceutical and cannabis industries. Assuming NXTTF receives approval to import
cannabis from Colombia, this transaction will indicate the value of Cannmart’s license. The key to the transaction will be pricing because a grower in Colombia should be able to produce cannabis and cannabis products for a much lower cost than a North American grower/operator.

Applications Watch
There were three new licenses issued this week. Bliss Co Holdings was approved for cultivation in B.C.,
MediPharm Labs was approved for cultivation in Ontario and UP Cannabis 2nd Site has been approved for
cultivation on Ontario. This brings the total to 97 Licensed Producers approved. There have been thirteen
new LPs approved this year. In the past 45 weeks there have been 55 new Licensed Producer approvals.
Of the 97 LPs: 32 are Cultivation & Sale, 60 are Cultivation and 5 are Sale Only. On the list of Fresh Marijuana & Oil producers, there are 30 LPs approved: 19 as Production & Sale, 7 approved for Production and 3
approved as Sale Only. In the category “Sale of Starting Materials,” 10 LPs are approved to sell starting
materials: 8 approved to sell plants and 2 approved to sell seeds.
There are now 28 public companies that are LPs or own an interest in one or more LPs.
Licensed producers by province are Ontario (53 or 55%), British Columbia (20 or 21%), Quebec (6 or 6%)
Alberta (4 or 4%), Saskatchewan (4 or 4%), Nova Scotia (3 or 3%), Manitoba (2 or 2%), New Brunswick (2
or 2%), and Prince Edward Island (1 or 1%). Percent totals may not add up to 100% due to rounding.
Producer
1. 7 Acres
2. Abba Medix
3. ABcann Medicinals
4. A.B. Laboratories
5. Acreage Pharms
6. Aero Farms
7. AgMedica Bioscience
8. Agrima Botanicals
9. Agri-Médic ASP.
10. Agripharm Corp.
11. Agro-Biotech
12. Agro-Greens Natural Prod
13. Aphria
14. Aqualitis
15. Aurora Cannabis
16. Aurora 2nd site

Prov Dried Marijuana
ON
ON
ON
ON
AB
ON
ON
BC
QC
ON
QC
SK
ON
NS
AB
QC

Cultivation & Sale
Cultivation
Cultivation & Sale
Cultivation
Cultivation
Cultivation
Cultivation
Cultivation
Cultivation
Cultivation & Sale
Cultivation
Cultivation
Cultivation & Sale
Cultivation
Cultivation & Sale
Cultivation

Fresh Mari & Oil

Production
Production & Sale
Production
Production & Sale
Production & Sale

Sale Start Materials

17. Aurora 3rd site
18. BC Tweed Joint Venture
19. Bedrocan Canada
20. Bedrocan Canada 2nd site
21. Beleave Kannabis
22. Bliss Co Holding
23. Bloomera
24. Bonify
25. Breathing Green Solutions
26. Broken Coast Cannabis
27. Canada’s Island Garden
28. Canna Farms Ltd
29. Cannatech Plant Systems
30. CannMart
31. CanniMed Ltd
32. CannTrust
33. CannTrust 2nd site
34. Canveda
35. DelShen Therapeutics
36. Delta 9 Bio-Tech
37. Emblem Cannabis
38. Emerald Health Botanicals
39. Emerald Health 2nd site
40. Emerald Health Farms
41. Evergreen Medicinal
42. Experion Biotechnologies
43. FV Pharma
44. Green Relief
45. Greenseal Cannabis
46. GrenEx Pharms
47. Hydropothecary
48. HydRx Farms
49. Indiva
50. IsoCanMed
51. International Herbs
52. Int’l Herbs 2nd site
53. James E. Wagner Cultivation
54. Maricann
55. Maricann 2nd site
56. Medical Marijuana Group
57. Medical Saints
58. MediPharm Labs
59. MEDIWANNA
60. MedReleaf
61. MedReleaf 2nd site
62. Mettrum Bennett North
63. Muskoka Growth
64. Natural Med
65. Natura Naturals
66. Northern Lights
67. Original B.C.

AB
BC
ON
ON
ON
BC
ON
MB
NS
BC
PEI
BC
BC
ON
SK
ON
ON
ON
ON
MB
ON
BC
BC
BC
BC
BC
ON
ON
ON
AB
QC
ON
ON
QC
BC
NB
ON
ON
ON
ON
ON
ON
ON
ON
ON
ON
ON
ON
ON
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BC
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Cultivation & Sale
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Sale
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Cultivation
Cultivation
Cultivation
Cultivation & Sale
Cultivation & Sale
Cultivation & Sale
Cultivation
Cultivation
Cultivation
Cultivation
Cultivation & Sale

Production & Sale
Production

Production & Sale
Production & Sale Plants

Sale
Production & Sale Seeds
Production

Production & Sale
Production & Sale
Sale
Production

Production & Sale

Production & Sale Plants
Sale
Plants

Production & Sale
Production & Sale

68. Organigram
69. Peace Naturals Project
70. Potanicals Green Grow
71. Prairie Plant Systems
72. PureSinse
73. Quality Green
74. Radicle Medical Marijuana
75. RedeCan Pharm
76. RedeCan Pharm 2nd site
77. Rock Garden Medicinals
78. Solace Health
79. Spectrum Cannabis
80. Sundial Growers
81. Tantalus Labs
82. THC Biomedical
83. THC Inc
84. Green Organic Dutchman
85. Thrive Cannabis
86. Tilray
87. Tweed Grasslands
88. Tweed Farms
89. Tweed Inc.
90. United Greeneries
91. UP Cannabis
92. UP Cannabis 2nd Site
93. Vert Cannabis
94. We Grow B.C.
95. WeedMD
96. Whistler Medical Marijuana
97. WILL Cannabis Group
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ON
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Production & Sale
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Production & Sale
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Production
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Sunniva: Leading The World's Two Largest Legal Cannabis Markets
Jan. 10, 2018 8:02 AM ET
Summary
My search for the next cannabis stock winner of over. I expect Sunniva (CSE: SNN) to be the first legal
grower in the two largest cannabis markets in the world.
California became the world's largest cannabis market on January 1st. Sunniva is building its facility in Cathedral City. This could become California's largest producer of high quality, low-cost cannabis.
Long before legalization becomes effective in Canada mid-year, I expect Sunniva to become the only company licensed to grow in California and Canada. I think this will appeal to investors.
Sunniva owns Natural Health Services, Canada's largest network of cannabis medical clinics. With 21 inhouse physicians, NHS receives as many as 1,000 calls per day and there is up to a three-month wait for
an appointment. NHS is generating over $10 million in revenue that is growing rapidly.

Sunniva is well financed and begins trading on the Canadian Stock Exchange on January 10, 2018. An
application for a USOTC listing will be submitted immediately. My personal projections show a very high
return potential for Sunniva shareholders.
Comment: As my followers and regular readers know, I have been searching for my next cannabis recommendation for several weeks. In order to find a quality investment opportunity in this rapidly changing market,
I began by laying out the characteristics I wanted to see to qualify a company for my next recommendation
and in the process uncovered Sunniva Inc. (CSE: SNN)
Here is a summary of what I looked for:
1. Management: the company must have management with a breadth and depth of knowledge in their
area of interest. Senior management must be able to demonstrate a level of expertise that gives me
confidence that they will be able to carry out the business plan to a successful endgame. Sunniva is
led by Dr. Anthony Holler who previously founded ID Biomedical that was sold to GlaxoSmithKline in
2005 for $1.7 billion
2. Business line: I wanted a company with a business plan that was unique and made sense. I expect
Sunniva to be the first company authorized and growing in the U.S. and Canada, more specifically
California and Canada. These are, at present, the two largest cannabis markets in the world.
3. Level of development: I looked for a company that has made some progress toward its goal. In other
words, the operations should have moved toward generating revenue and positive cash flow. Sunniva
reported over CDN$10 million in revenue for the nine months ended September 30, 2017 and rapid
growth should continue.
4. De-risked operations: as we move forward it is important that investors have some protection from
volatile markets. One way to accomplish this is to de-risk the business model. Sunniva will do this by
signing contracts to pre-sell a substantial proportion of its production.
5. Not dependent on the capital markets to fund day to day operations: the cannabis stock markets
have been spectacular. But one only has to go back a year to realize investors are not always willing
to provide capital to smaller companies. SNN is generating a growing level of revenue and has $12
million cash on hand.
6. No company worth considering has been completely overlooked: I would have loved to find a
great company whose stock was depressed but that is not possible. However, my calculations suggest SNN at current levels will provide investors with an excellent return.
Here is what I see with Sunniva:
Management: for me, the key to an investment in a company like Sunniva is management. Here are some
highlights of SNN's senior management team:

Dr. Anthony Holler is a co-founder, chief executive officer (CEO), chairman and director. Holler, who is
leading the SNN team, is the former CEO and founder of ID Biomedical which was a leader in high quality,

low-cost manufacturer of flu vaccines that was sold to GlaxoSmithKline in 2005 for $1.7 billion. Dr. Holler
invests in and takes an active role in every company he works with. He is engaged full time with a focus on
increasing shareholder value.

Leith Pedersen is a co-founder, president, director and my main contact. Pedersen has an investment background as owner and CEO of Vida Wealth Management, Bahamas, investment advisor at Canaccord Wealth
Management and partner and director of JF Mackie, an independent brokerage firm in Calgary, Alberta. He
has impressed me with his extensive understanding of the industry and work ethic and seems to have a skill
set perfectly suited for his role as president of SNN.

Dave Negus is a recent addition as chief financial officer (CFO). Negus has over 20 years of financial leadership most recently as CFO of Luvo, Inc., a forward-thinking food company. Previously, Negus was vice
president, corporate controller at lululemon athletica and led the finance team through their initial public
offering. Mr. Negus received his Chartered Professional Accountant designation at Deloitte.
There are several other executives in key positions but I cannot mention them all. Hopefully over time I will
have the opportunity to speak with many of them.
Business: SNN has a business plan currently centered on being a low-cost producer of cannabis in both
California and Canada. This will make SNN unique among existing licensed producers with domestic markets double the size of anyone else.

U.S. Location: SNN is located in Cathedral City in southern California in the Coachella Valley, a popular
vacation spot for Canadians who frequent Palm Springs/Palm Desert. The average monthly temperature
ranges from a low of 56 סF in December to a high of 96 סF in July. The rainiest month is January with an
average of only 1.27". Clearly, this is an excellent location for greenhouse growing. California is now the
world's largest cannabis market with a population of 39 million and a Gross Domestic Product of US $2.424
trillion. If California was a country, it would rank sixth largest in the world.

Arcview Market Research indicates consumer spending on legal cannabis in North America is beating expectations. The report projects retail cannabis sales will grow 33% from 2016 to about $10 billion last year.
The data published projects by 2021 the legal cannabis market will reach a value of $24.5 billion, a 28%
compound annual growth rate.
According to BDS Analytics, a leader in cannabis business intelligence, California's medical marijuana market already matches Colorado, Washington and Oregon combined. But the lack of clear regulatory parameters has, until recently, discouraged substantial capital investment in the cannabis industry in the Golden
State. This means although it is the largest and longest-standing end-market, California's cannabis industry
is still relatively immature.
For example, although cannabis became legal on January 1, 2018, California consistently lagged in clarifying
its regulatory framework. Looking back, it was an early adopter of legalized medical marijuana but subsequently lagged Colorado, Washington, Oregon and Nevada in approving adult-use cannabis. Consider that
although adult-use cannabis became legal on January 1, 2018 in California, many of the regulations were
not clarified until just a few weeks before. As a result, San Francisco did not have dispensaries open for
business until January 5th while Los Angeles did not even start taking applications to operate dispensaries
until January 3rd implying dispensaries in L.A. will not open for business for several weeks. The overall result
has been sub-scale market participants, the majority of which are not capable of producing quality cannabis
or complying with upcoming state-level regulations.
This somewhat disorganized competitive landscape adds up to opportunity for SNN that broke ground on
their flagship, municipally approved facility in Cathedral City, near Palm Springs in early November 2017.
Subsequently, the state introduced licensing requirements. As required, the state licensing application will
be submitted when construction is completed and the facility is ready to sell product. Referred to as the
'California Campus' it will feature 489,000 sq. ft. of state-of-the-art purpose-built greenhouse production. It
is a two-stage project. Phase 1 will entail 324,000 sq. ft. of growing space and is targeted to produce over
60,000 kg. of cannabis annually with the first harvest scheduled for the third quarter of 2018. Phase 2 will
involve an added 165,000 sq. ft. of production anticipated to be operational by Q1 2020 that is projected to
produce an additional 40,000 kg. When fully operational, the California Campus will produce 100,000 kg. of
premium flower and 30,000 kg. of other plant material that will be converted into higher margin cannabis oil.

The budget for Phase 1 is USD$54 million in total. SNN entered a strategic financing agreement with Barker
Pacific Group (BPG) that will incur the construction and outfitting costs of building the facility. The final lease,
signed October 2017, features a sale and leaseback of the land over a 15-year term with three five year

extensions. BPG is a well-recognized real estate management and development company based out of
California.
Sunniva Extraction Facility - Cathedral City, California: Sunniva has a licensed extraction facility in Cathedral City, California less than a mile away from the Sunniva Campus with operations commencing Q1
2018. The company recently received State licensing approval for this facility. The facility will produce pesticide-free products by converting clean flower and trim to extracted products such as cannabis oil. The oil
will be used for drug delivery formats such as capsules, dissolvable strips, vaporization cartridges, tinctures
and creams. The facility will leverage the Vapor Connoisseur private label relationships to provide these
brands with full procurement services in addition to vaporization devices and custom oil cartridges. The
facility is one of the few in California to be licensed for both volatile and non-volatile extraction. At capacity,
this facility will have the ability to process over 500 lbs/day of bio-mass.
I believe SNN is well positioned to become the leading grower in the world's largest cannabis market based
on their first mover advantage in California, the technology that promises to make them both a high quality
and low cost, large scale producer and management's ability to convert successful results into optimal stock
market valuations. I believe SNN will likely become California's only large-scale growing facility in the near
term that satisfy the increasingly stringent local safety regulations for the cultivation and sale of cannabis.
For these reasons, people are now referring to SNN as the 'Canopy of California.'
Canadian location: SNN is a late stage applicant to become a Licensed Producer located in Oliver, British
Columbia. BC is an excellent choice for SNN and is often referred to as the California of Canada. It is the
westernmost province and in the same time zone. BC is the third largest province in Canada and has a long
and positive association with cannabis. In the days of the predominantly underground economy, "BC Bud"
was an internationally known and coveted strain that was among the best the black market had to offer.

The town of Oliver is located at the south end of the Okanagan Valley in the only designated desert in
Canada. It is renowned for the growing of fruit and grapes, the latter used to produce some of the best-rated
wines in the world. Although its climate cannot replicate the conditions in California, it is the by far the best
Canada has to offer. The average monthly high temperature is 72 סF in July and the average low monthly
temperature is 30 סF in December. The average monthly high precipitation is only 1.63" in June and the
average monthly low precipitation is .85" in October. The land for the facility will be leased from the local
Osoyoos Indian Band that provided a letter to Health Canada in support of the proposed facility.
Sunniva Medical Inc. (NYSE:SMI) is the applicant for a license under the Access to Cannabis for Medical
Purposes Regulations (ACMPR). The application is in final review and construction at Oliver is expected to

begin in early 2018 and to be completed by year end. Initial deliveries should commence in the first quarter
of 2019. Phase 1 is expected to be approximately 400,000 sq. ft. When Phase 2 is complete, the total campus is planned to be 700,000 sq. ft. of greenhouse facilities to produce 125,000 kg of premium cannabis and
35,000 kg of other plant material annually to be used for higher margin extracted products.
The strategy for Canadian production is to pre-sell up to 75% of the output under long-term supply contracts
with sophisticated distribution partners. This will de-risk large volumes of output and is a strategy with which
I concur. The remaining output is expected to be sold by SNN directly. These sales will have a much higher
profit margin to offset the higher risk inherent in this strategy. I expect to see announcements on sales
contracts as we move ahead.
In my opinion, SNN has the capability to capitalize on the thriving Canadian cannabis market at this point in
time. Deloitte recently estimated the base market for Canadian legal recreational cannabis could start at
between CDN$4.9 billion and CDN$8.7 billion. At the upper-end estimate, the potential adult-use cannabis
market in Canada approaches the size of the Canadian wine market which is reported at CDN$9 billion
according to the Canadian Vintners Association. However, Deloitte estimates the economic impact of legalization could be as much as CDN$22.6 billion once all ancillary services are taken into account.
When both campuses are operating at capacity based on current plans, it is expected that SNN's output will
be approximately 225,000 kg. This represents CDN$2.25 billion in potential value at CDN$10 per gram
Greenhouse technology: An important component in growing in the two desert locations is having the
technology to take advantage of the sunlight. What SNN has done is referred to as "purpose built." This
means taking the latest hydroponics and greenhouse technology and selecting options that specifically benefit the growth of cannabis.
Some features of these state of the art greenhouses include:


Diffused glass that provides a shadow-free growing environment and uniform distribution of lighting.



Customized mobile bench-top systems that maximize utilization, increasing growing space by nearly
31%. Total facility utilization increases from 65% to 85%.



Isolated growing bays with optimized lighting settings and blackout screens that ensure biocontainment and support high volume production and daily harvests.



Specialized finishing bays that maximize resin production and drying chambers that protect essential
terpenes (fragrant oils) prior to storage.



Dedicated bays that simulate autumn-like conditions, triggering natural plant responses that push
nutrients from roots and leaves to the flowers, maximizing resin production and overall flower quality.



Microclimatic controls that ensure precise growing conditions.



Advanced climate control sensors.



Pharmaceutical grade bio-containment to minimize potential for contamination and pestilence, which
present a serious threat if allowed to infect crops.



Employee and personal access control, ensuring security and minimal chances for contamination.



Airlock entry and exit points, minimizing the potential for outside contamination.



Advanced software and barcode scanning to track plants throughout the harvest cycle, providing analytics to improve product quality in future cycles.



In-house quality testing to ensure quality standards are met and detect plant flaws early.



Commercial grade irrigation systems to ensure consistent nutrient delivery to plants and to substantially improve crop vegetation and maturation rates.

The base product is a 3rd generation system developed in the Netherlands that is fully automated and now
is fully adapted for the growth of cannabis. This will result in major cost savings including a substantial
reduction in labor and electricity costs.
The facilities are designed to comply with "Good Manufacturing Practice" (cGMP) protocols. A company
operating to cGMP standards offers the market products whose quality, identity, purity, and strength has
been tested and confirmed according to controlled manufacturing processes. This will also allow for product
to be exported from Canada to other countries that require cGMP. The facilities will be largely-automated,
using world-class commercial greenhouse technology. They will also enjoy major energy savings from automation and harnessing plentiful sunlight.
This will provide SNN the advantages of growing a high-quality product at a low production cost. Top quality
is important in both California and Canada but will give SNN a particular advantage in California where we
have said over 85% of product currently being sold is contaminated. Health Canada enforces strict standards
and this will be seen more as a competitive edge in California. From a production cost perspective, SNN
expects costs of under $1.00 per gram. When attained, this will certainly mark them as one of the lowest
cost producers.
Natural Health Services Ltd. (NYSEMKT:NHS) - Don't make the mistake of underestimating the value of
this business to a company like SNN. NHS owns and operates a network of 8 medical clinics in Canada
located in Alberta, Ontario and Manitoba and specializes in medical cannabis under ACMPR. NHS connects
patients with safe and effective medical cannabis products through Licensed Producers. SNN acquired
100% of NHS on February 8, 2017 for CDN$22.5 million in stock and cash.
NHS is Canada's largest network of true medical cannabis clinics working with 21 in-house physicians and
two nurse practitioners specializing in the endocannabinoid system. These health care professionals provide
unbiased expert consultation, education, and recommendations for patients. The NHS call centre in Calgary
receives approximately 1,000 calls per day and has over 100,000 active medical documents outstanding
and 75,000 active patients. There is up to a three-month backlog to get an appointment and the number of
active patients is growing significantly per month.
NHS utilizes a unique triage system to that reflects the urgency of a patient's condition. This allows NHS
physicians to serve 8-10 patients per hour prioritized by patient need. The fees are paid by provincial health
plans and shared between the doctor and the clinic.
In addition, NHS has a proprietary, secure software platform called SPARK. The platform removes the need
for NHS to provide its patients physical scripts, allowing the patients' script and medical documents to instead
be entered into SPARK's database. With the use of a unique PIN, patients can use SPARK to select a
Licensed Producer of their choice immediately and send their order and medical documents electronically
for processing. Spark is currently integrated with 25 Licensed Producers that pay NHS a share of revenue
for purchases of cannabis. When SNN has its own product for sale, it will be one of the LPs with the attendant
increase in profit margins.
NHS recently initiated a pilot program with a large national pharmacy group to utilize NHS doctors and the
Spark software on a referral fee basis to the pharmacy, to aggregate even more patients across Canada.

This model could potentially be brought to all pharmacies. NHS has also recently hired Dr. Mark Kimmins to
recruit additional doctors and lead the pharmacy pilot program(s).
NHS is proving to be an excellent acquisition as it reported CDN$7.4 million in revenues from the acquisition
date to September 30, 2017 - a period of around nine months. The NHS business model is scalable with
ample room to grow and SNN will benefit from leverage when production becomes available from the Canadian Campus.
Full-Scale Distributors, LLC (FSD) - FSD, through its brand, 'Vapor Connoisseur,' provides custom, private-label vaporizers. FSD currently serves over 80 brands in the North American marketplace. Vapor Connoisseur is recognized for its high quality and innovative vaporization devices. Products are tailored to client
needs, ensuring both safety and reliability.
There is also a leverage opportunity for SNN with FSD. Eventually, SNN will sell vaporizers directly. When
the California Campus is producing, they will sell oils, extracts and fully loaded oil cartridges for customized
FSD vaporization devices, this is another opportunity in California where quality and consistency of product
is not reliable and profit margin on upstream cannabis products carry a much higher profit margin.
This is a high growth industry. BIS Research estimates the global market for electronic cigarettes and vaporizers will reach US$50 billion in 2025, reflecting a CAGR of 22.36% since 2015.
Summary of financial results for the nine months ending September 30, 2017 in $CDN


Revenue of $10.2 million for the nine months ending September 30, 2017 compared to nil for the
same period in 2016.



Revenue growth of 39% third quarter over second quarter increasing to $4.6 million in Q3 from $3.3
million in Q2.



The adjusted net loss for the nine months ending September 30, 2017 was $4.1 million ($0.16 per
share) compared to $5.5 million ($0.31 per share) for the same period in 2016.



Reduction in debt with the repayment of $2.25 million in promissory notes.



Closed an offering of special warrants for net proceeds of $6.2 million at $6.75 per warrant subsequently qualified by prospectus, and a concurrent private placement of $1.2 million.



Received unanimous approval by Cathedral City's Planning Commission for its conditional use permit
triggering the commencement of construction of the California cultivation facility.



Wholly owned Natural Health Services Ltd., surpassed more than 100,000 medical documents and
75,000 active patients and expanded into Ontario and Manitoba.



Acquired 100% of the membership interests in A1 Perez, LLC for total consideration of $1.3 million
resulting in an additional oils and extracts manufacturing license and a manufacturing facility contiguous to SNN's existing facility on Perez Road, Cathedral City, CA.



Reported adjusted working capital of $7 million as at September 30, 2017.



In anticipation of the public listing and high growth to follow SNN strengthened its management team
with the addition David Negus as CFO, including his core finance team and appointed Vinnie Shastry
as President, California operations.

Sunniva Inc. going public process: went public by long form prospectus receipted on November 17, 2017
by the Securities Commissions of British Columbia, Alberta and Ontario. When trading commences on the

Canadian Securities Exchange on January 10th, buy and sell orders are matched on the exchange and
trading will start. There are no Initial Public Offering (IPO) securities because SNN does not need cash
thanks in large part to the prearranged financing for construction of the California Campus and CDN$12
million on hand.
SNN intends to apply to list its shares on the OTCQB once its shares are listed on the CSE.

One of the most compelling reasons that should motivate prospective investors is SNN has accomplished
everything I have described and has issued only 37.0 million shares on a fully diluted basis. All shareholders
benefit if management is able to avoid the types of massive dilution some startup companies have incurred.
Before outlining the reasons I am totally in support of an investment in SNN, I must remind you of
the investment risks that exist.
When an investment offers as much growth potential as SNN, there are also risks:
1. We were reminded recently of the political risk associated with investing in cannabis in the United
States as the Federal Government continues to list marijuana as a SCHEDULE 1 (CLASS I) drug that
means it has high abuse potential, no medical use, and severe safety concerns. Although we completely disagree with the position, it is a risk factor.
2. Forward looking statements such as plans and projections are not guaranteed to happen. But strong
management can overcome a lot of bumps in the road ahead. As a cannabis advocate, I am optimistic
about the long-term future for the industry but even that is a forward-looking statement.
3. Finally, despite the success of operations, the stock market can decline and the price of stocks representing sound businesses will also decline. This is a risk that must be acknowledged.
However, I find the arguments in favor of investing in SNN very compelling.
1. Management is led by Dr. Anthony Holler whose previous venture involved building ID Biomedical, a
company producing high quality, low-cost flu vaccines. ID Bio was eventually sold to GlaxoSmithKline
for CDN $1.7 billion. Holler has invested his own money in SNN and I am told he is a very hard worker.
Investors can hope he will create a high quality, low-cost cannabis grower that will also be sold, perhaps to a big pharma company. Holler is backed up by a strong management team.
2. SNN is entering California, the largest cannabis market in the world, at an early stage. I believe this
gives the company a very real first mover's advantage and it could come to dominate cannabis growing in the state by producing a high quality, low-cost product. Combined with growing in Canada, the
second largest cannabis market in the world, SNN will attract considerable investor attention.
3. Both grow facilities will be located in desert regions to take advantage of free sunlight. When combined with the outstanding greenhouse, hydroponic technology SNN has sourced that will be used in

both locations, there will be an opportunity to learn lessons in one facility that can be applied to the
other.
4. The combined planned output from the 'CanAm' operations is substantial. When both campuses are
fully operational according to current plans, the annual output could exceed $2 billion at an assumed
price of $10 per gram.
5. Natural Health Services is Canada's largest medical clinic devoted to cannabis. The call centre receives approximately 1,000 calls per day and the patient base of 75,000 is increasing significantly.
NHS reported revenues of CDN $7.4 million in the first nine months under SNN's ownership and is
growing at around 40% quarter-to-quarter and there is as much as a three-month waitlist to get an
appointment. This may go down as one of the great acquisitions in the cannabis industry.

