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Hopefully some LTB readers picked up some Enterprise (TSX: E) over the last months. The Company took

a marketing gamble by sponsoring LTB in order to expose themselves to investor groups
%_—._‘?

that they normally wouldn'’t see.
ENTERPRISE

GROUP, INC.

On Friday April 20", the share price rose to a high of $0.62. YTD that is close to a 100%
return so far in 2018. There seems no exact reason why this happened, but it seems the
well-executed growth plan has finally resonated with investors. Perhaps the next thing to

come will be a savvy acquisition. It proves once again that with small caps, management is the driving force.
There’s likely lots more to come.
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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

Marijuana Stock Market Review & Outlook

LTB MJ INDEX: 1wk +1.0% 1 mo -4.5% 3 mo -17.6% 6 mo +24.5% 1 yr +3.4%

LTB Marijuana Composite Index The Let’s Toke Business Marijuana Composite Index advanced

(126 1 T8 Lo BT 1317 L 101825 4201 1.0% last week. This was the first time the cannabis stocks

127600 /\/\ have risen two weeks in a row since January 26, 2018. The

175.00 / \/\ market was buoyed President Trump’s assurances to Senator

1075.00 ~ Cory Gardner that he will support congressional efforts to pro-

97500 / \/ tect cannabis legal states. Stock prices rose sharply on Monday

47500 \ / but spent the balance of the week giving back most of the gains.

S~ — Gardner is working on legislation to be approved by elected of-

Siiiiirititiifitiigiiizifig  ficials before going to the White House for the President’s sig-
— nature. It appears investors will not accept Trump’s word.

775.00

This chart plots the LTB Composite relative to the TSX Com- LTB Marijuana Composite Index
posite Index. The trend line rising to the right indicates the can- 4 Relative tothe SEPITSX Composite
nabis stocks have been outperforming the typical TSX stock.
So far in 2018 we have seen a period of underperformance.
This has occurred in the past. However, we believe the current
period of substandard results is about to change. We are now
within a few months of legalization in Canada and the mood in
the U.S., as documented in Marijuana Matters below, is also
gaining positive momentum. We believe these two trends will
revive interest in the cannabis group.

LTE Licensed Producer Composite Index The LTB Licensed Producer Composite Index eased back

5000 (1809426 /26118 Lo 243482 11114116 Last 3721.35 420118) .0.2% last week underperforming the average cannabis stock.
\ We believe that the significant political events driving toward
v legalization in the U.S. favor the Canadian Licensed Producers

V> \f and we continue to like companies such as Canopy Growth and
/ Organigram as picks in the group. In addition, of course, legal-
[ ization in Canada is just around the corner and this will favor

W the larger producers. We believe smaller growers will have a
2500 | — role to play but we think it will be difficult for a small Canadian

LP to support the costs of a public company structure.
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The Canadian Cannabis Composite Index, published by Davis
and Associates Capital Corp. was virtually unchanged last
week with a tiny gain of only 0.1%. The 3Ci was up sharply on
Monday (+4.1%) following President Trump’s statement of sup-
port for states that have passed legalization laws but gave back
most of the gain on Tuesday (-4.1%). The cannabis group tread
water over the balance of the week advancing 1.2% on
Wednesday easing back .2% on Thursday and a further .6%
on Friday. We think the group might have one or more positive
weeks left in this rally. (access the 3Cindex here)

LTB Low-Priced Composite Index The LTB Low-Priced Composite led the parade last week with
. a gain of 4.7%. The recovery certainly had some characteristics
2150 of a “dead cat” bounce as the index has fallen the most so far
2050 this year. Because of the nature of these companies, it wouldn’t
o be surprising to see a smart recovery as legalization ap-
1750 proaches. From a low point, it would also be a positive sign that
165.0 some confidence in the cannabis group is returning. It is one of
o the characteristics needed to fuel a strong advance for the

1450 -

group. We will be watching this index more closely in the weeks
ahead.

This chart records the number of weeks rallies and reactions in LTB Marijuana Composite Index

the LTB Composite index have lasted. It shows that ever since Number of Consecutive Weeks Up or Down

the 9 week rally ended on January 5, 2018, the market has been || 7 o .
choppy and biased to the downside. But it should also be noted PRI PR PR .
that the start of the downtrend is timed pretty well with Attorney |22 i [ Lssih LRl L L
General Jeff Session’s action to revoke the Cole Memo. Given ! H | b [ e H ‘ s : | £3 I BT
the pushback since then, however, it seems a longer rally can be L ' '
expected. Not only that, we think investors will refocus on Cana-
dian legalization which is just around the corner.

Marijuana Stock Market Review & Outlook

In recent weeks, there have been a number of developments in the United States that could lead to a liberal-
ization of the regulations impacting the cannabis and cannabis industry. After all, the 1264.41 high on the
LTB Composite Index was recorded on January 5, 2018, the day after Attorney General Jeff Sessions revoke
the Cole Memo. As we show below, since then there has been considerable pushback in the halls of govern-
ment in Washington, DC and, if that is the case, President’s Trump effectively nullifying the impact of Ses-
sions’ move could well stimulate higher cannabis stock prices.

We have reported on many of these developments as they occurred but to appreciate the potential changes
that could result, it is important to look at them as a group. If these changes proceed, it could have a critical
impact on the near term future of cannabis in the U.S., Canada and the rest of the world. It could also have
an important impact on cannabis stocks that have been in a downturn closely related to these events.

Here is how it has and is unfolding.
January 4, 2018: Attorney General Jeff Sessions rescinds the Cole Memorandum. The Cole Memo was

issued on August 29, 2013 by then Deputy Attorney General James M. Cole under President Barack Obama
and said given limited resources, the Justice Department will not enforce federal cannabis prohibitions on
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states that have “... implemented strong and effective regulatory and enforcement systems to control the
cultivation, distribution, sale, and possession of marijuana,” The Cole Memo had the effect of protecting op-
erators and cannabis users in legalized states from raids and arrest but it did not give operators access to
federally regulated services such as banking.

January 4, 2018: Attorney General Jeff Sessions issued a one-page memo that replaced the Cole Memo
and said, in part, “In deciding which marijuana activities to prosecute under these laws with the Department’s
finite resources, prosecutors should follow the well-established principles that govern all federal prosecu-
tions....” taking into account the seriousness of the crime and its impact on the community. The result was,
for example, on the same day the U.S. Attorney for the District of Massachusetts, Andrew Lelling, who had
just been appointed by President Donald Trump said, “As the Justice Department has highlighted, medical
studies confirm that marijuana is in fact a dangerous drug, and it is illegal under federal law. As a result, our
office will aggressively investigate and prosecute bulk cultivation and trafficking cases, and those who use
the federal banking system illegally.”

January 12, 2018: 69 members of Congress ask House of Representatives leadership to include the
McClintock-Polis Amendment in the omnibus spending bill to ensure federal funds cannot be used by the
U.S. Department of Justice (DOJ) to interfere with states that have legalized cannabis in some way. However
the critical change proposed by McClintock-Polis compared with the Rohrabacher-Blumenauer Amendment
(see next item) was to remove the word “medical.” In effect it would apply the spending restriction to all
cannabis operations and not just medical operations. The move to rescind the Cole Memo generated in-
creased support for McClintock-Polis as a similar letter sent in April 2017 had the backing of only 16 signato-
ries. The McClintock-Polis Amendment was rejected at the last minute.

January 25, 2018: California Sen. Bob Hertzberg (D-Van Nuys) introduced legislation to help financial institutions
safely conduct transactions with cannabis businesses. SB 930 would allow financial institutions to work with licensed
cannabis businesses to:

(a) Issue certified checks and conduct payroll for certified California employees;

(b) Pay state and local taxes and fees;

(c) Pay rent; and

(d) Invest in state and local bonds and California’s economy.
Without banking services, the cannabis industry will remain a cash-only business. Currently, operators are
forced to pay taxes and payroll with cash carried around in duffel bags or backpacks. This legislation has
passed its first hearing with the Senate Banking and Financial Institutions Committee. This legislation will be
an important advancement for Californian operators that should spread rapidly into other legalized states.

March 22, 2018: the Rohrabacher-Blumenauer Amendment (RBA), also known as the Rohrabacher-Farr
Amendment (RFA), is approved for inclusion in the omnibus spending bill. This amendment was first intro-
duced in 2001 and after half a dozen failed attempts, it was finally approved and enacted in December 2014
as part of that omnibus spending bill and had been renewed each fiscal year since. However, RBA has no
impact on marijuana as a Schedule | controlled substance. The RBA was extended when President Trump
signed the current spending bill on March 23, 2018.

April 11, 2018: Sen. Cory Gardner (R-CO) reaches an agreement with President Donald Trump in which the
President promised to support efforts to protect states that have legalized marijuana. Gardner said, "Since
the campaign, President Trump has consistently supported states' rights to decide for themselves how best
to approach marijuana....I received a commitment from the President that the Department of Justice's rescis-
sion of the Cole memo will not impact Colorado's legal marijuana industry.” Gardner later elaborated Trump’s
support extended to all states that have legalized. Based on investor reaction, this was a critical event. The
official announcement of the agreement was made on April 13, 2018. Gardner had been holding up appoint-
ments to the Department of Justice, some 20 to date, ever since Sessions’ revocation of the Cole Memo.



April 11, 2018: Former House Speaker John Boehner (R-OH) and former Massachusetts Governor William
Weld announce they have joined the Advisory Board of cannabis company Acreage Holdings. Boehner said
“Over the last 10 or 15 years, the American people’s attitudes have changed dramatically. | find myself in that
same position.” Weld was the 68" Governor of Massachusetts and the 2016 nomination for Vice President
by the Libertarian Party. Acreage Holdings (founded in 2014 and formerly known as High Street Capital Part-
ners) says it “...has the most diverse portfolio of any company in the American cannabis industry, with culti-
vation, processing and dispensing operations across 11 states with plans to expand....” Whether you like
Boehner or not, this is another indication of the rapidly changing attitudes toward cannabis and Boehner can
be an important factor in changing conservative attitudes on cannabis.

April 17, 2018: Assembly Bill 1863 (AB 1863) that had been introduced on January 11, 2018, was amended
in the California legislature. Section 280E of the Federal Income Tax Code prevents businesses in the can-
nabis industry from deducting expenses unless it is considered a part of Cost of Goods Sold. On April 30,
2018, the California Assembly’s Revenue and Tax Committee will consider AB 1863 that will allow for the
deduction of business expenses for Californian tax payers in the cannabis business. As with SB 930, once
AB 1863 is passed, it should pass in other legalized states as well.

April 19, 2018: Sen. Bernie Sanders (I-VT) signed on as a co-sponsor of Sen. Cory Booker’s (D-NJ) Mariju-
ana Justice Act (MJA) first introduced in 2017. Sanders is considered a top contender for the Democratic
presidential nomination in 2020. The MJA is a far reaching reform bill that would go far beyond removing
cannabis from the Controlled Substances Act but also withhold federal funding from states that maintain
criminalization and have disproportionate arrest and incarceration rates for cannabis offenses. It would also
provide “restorative justice” by expunging marijuana arrest records and allow people to file civil lawsuits
against states with disproportionately enforced cannabis laws.

April 19, 2018: Sen. Chuck Schumer (D-NY), the Senate minority leader, said he plans to introduce a bill to
de-schedule cannabis in the U.S. The bill would do this by removing cannabis from the Drug Enforcement
Administration (DEA) list of controlled substances. De-scheduling is significant because it would remove the
threat of federal interference with the legalization enacted by various states. Nine states and the District of
Columbia have legalized recreational marijuana while another 29 states have legalized medical marijuana.
In the most recent Gallup Poll, 64% of Americans favor legalizing cannabis. Schumer introduced his legisla-
tion on April 20, (420) 2018.

April 19, 2018: GW Pharma (NASDAQ: GWPH) makes headway toward gaining FDA approval for Epidolex,
intended to treat seizures in children suffering from rare forms of epilepsy such as Lennox-Gastaut syndrome.
The Food and Drug Administration (FDA) provided testimony in support of Epidolex and subsequently the
thirteen committee members voted unanimously to recommend approval to the FDA, which is expected to
conclude its review by June 27". Assuming it is approved, it will remove one of the main reasons for main-
taining the Schedule | rating for cannabis. This will obviously weaken the argument of the Drug Enforcement
Administration (DEA) to maintain cannabis as a Schedule | drug and strengthen the position of the politicians
trying to declassify cannabis. (see Breaking & Corporate News below).

In the near future: Sen. Cory Gardner has not yet framed a bill to put President Trump’s assurances in
writing. But Gardner has been working on a bipartisan basis on a bill that will pass Congress and go to the
White House for the President’s signature. We believe this is an extremely important development in the U.S.
that merits a much stronger, positive response from the investment community. We think these events could
lead to the cannabis being an important 2018 campaign issue and the U.S. legalizing or de-scheduling can-
nabis, perhaps as early as following the 2020 election. However, probably because of President Trump’s
propensity to change his mind, sometimes in the same day, investors are being cautious waiting for the
President to give his signed approval. If the world unfolds as we have described, we believe the cannabis



stocks will strengthen if and as it becomes evident that Trump will honor his promise. We think this news will
soon supersede legalization in Canada is the most important market driver for cannabis stocks.

Conclusion: Although we have said in the recent past that Trump and Sessions have done Canada a favor
by keeping corporate America’s cannabis development hobbled, we think the prospect of legalization works
very much in favor of the larger, Canadian Licensed Producers. As we have seen in California, legalization is
simply the start of a race in which Canadian companies now have a four year head start. As we have ex-
plained, our pick to take advantage of such a development is Canopy Growth (TSX: WEED). We believe
Canopy has the best combination of management and financial capacity to move quickly into a legalized U.S.
market. Don’t overlook Organigram (TSXV: OGI) with strong management, cash and plans to expand inter-
nationally. We also see Sunniva (CSE: SNN) as a major beneficiary of the current trend because of the
combination of management and their advanced development in California. There are also some smaller
companies such as Lexaria (OTCQB: LXRP) and Radient (TSXV: RTI) that come to mind as beneficiaries.

Breaking & Corporate News

Aurora Cannabis (TSX: ACB) announced it is acquiring approximately 71 acres of land in Medicine
Hat, Alberta, where it will shortly commence construction on a new high-technology hybrid green-
house cannabis production facility. At 1,200,000 square foot, or over 21 football fields, the footprint will be
50% larger than the 100,000+ kg per year facility being completed at Edmonton International Airport. To date,
ACB has approximately 280,000 kg per year of funded capacity. With this addition, total capacity will increase
to over 430,000 kg per year. The new facility is intended to serve both the pending legal Canadian adult
consumer market and the quickly expanding international market.

While we agree the international market will grow rapidly, we question the strategy of trying to service the
market with product developed in Alberta, Canada. We believe production and delivery costs will price this
output out of the market in the not too distant future.

Lexaria Bioscience Corp. (OTCQX: LXRP) announced positive topline results upon completion of its
first ingestible nicotine in vivo (animal) absorption study. LXRP is scientifically testing the use of its pa-
tented DehydraTECH™technology as a possible new nicotine delivery method, an edible dose absorbed
through the gastrointestinal tract, with potential both as a nicotine replacement therapy as well as an alterna-
tive product format for regular tobacco users. In the test, nicotine was administered in a nicotine polacrilex
derivative format as is widely used in nicotine replacement therapy products such as chewing gums.

The results reported showed:

1 1,160% faster delivery of equivalent peak quantities of nicotine to the bloodstream than achieved with
controls (within 15 min vs. 2.9 hours);

1 148% gain in the quantity of peak nicotine delivery to the bloodstream relative to controls;

1 560% higher brain levels of nicotine where nicotine effects are focused, compared to controls;

1 Lower urine levels of nicotine excreted than controls, for enhanced nicotine activity and bioavailability
over the course of the study;

1 Lower quantities of key liver metabolites in the bloodstream than controls as hypothesized, suggesting
bypass of first pass liver metabolism.

The LXRP formulations generally achieved faster absorption, higher peak absorption and higher overall quan-
tities of nicotine, on average, in the blood than the concentration-matched control formulations at both the
1mg and 10 mg/Kg doses tested. Furthermore, as previously reported, there were no obvious signs of gas-
trointestinal distress indicating that the animals (rats) appeared to tolerate the treatment well.



We believe this is the type of scientific information that will attract the attention of large tobacco companies
that have been working on many alternative nicotine delivery systems that will eliminate the negative impact
of smoking. LXRP management has always intended to license different applications of its technology sepa-
rately, for example, cannabis, vitamins, non-steroidal anti-inflammatory drugs and nicotine. Of these groups,
nicotine is by far the largest.

We conclude the Lexaria train is leaving the station. Make sure you’re onboard.

In an exclusive report, New Cannabis Ventures reports on the progress GW Pharma (NASDAQ:
GWPH) is making toward gaining FDA approval for Epidolex, intended to treat seizures in children
suffering from rare forms of epilepsy. The potentially first botanically-derived FDA-approved cannabis-
based product moved closer to approval, as an Advisory Committee discussed its safety and efficacy. GWPH
Is the drug’s sponsor. The Food and Drug Administration (FDA) provided testimony to the committee which
met for several hours and heard testimony from the public, many of which were personal stories told by
children and their parents about how life-changing the oral CBD product had been during clinical trials and
expanded access programs. The thirteen committee members voted unanimously to recommend approval to
the FDA, which is expected to conclude its review by June 27%. (read full New Cannabis Ventures report

here)

This news is important for a couple of reasons. First, it promises help to children suffering from Lennox-
Gastaut syndrome and related seizures. Second, it suggests the FDA has evidence that runs counter to the
Drug Enforcement Administration (DEA) that includes cannabis as a Schedule | drug defined as a substance or
chemical with no currently accepted medical use and a high potential for abuse. Other Schedule | drugs are heroin,
lysergic acid diethylamide (LSD), 3,4-methylenedioxymethamphetamine (ecstasy), methaqualone and pe-
yote. If Epidolex is approved it will suggest strongly that cannabis should not be a Schedule | drug. (see
Marijuana Matters above).

420 in Vancouver was the best attended yet! Re-
turning to the Sunset Beach site and despite less than
ideal weather and lacking a special events license
from the City of Vancouver or the Parks Board, some
40,000 people showed up and hundreds of vendors
paid $500 to set up their tents. Sunset Beach was the
sole site this year as the Vancouver Art Gallery hold-
outs surrendered and were nowhere to be seen this
year.

Vancouver Police reported emergency responders
were on “alert” all afternoon but there were no major
incidents. As we have said in the past, if you gathered
40,000 people in an unsupervised gathering to cele-
brate drinking, the event would have been marred by
fisticuffs. The police reported two people were ar-
rested and Emergency Health Services attended to 23 medical emergencies including 10 overdose calls.
Eight people were taken to hospital for treatment.

With legalization just around the corner, commercial activities seemed to be more in evidence.

Although this was probably the last 420 event before The Cannabis Act is passed, the event will likely continue
and there will still be an element of civil disobedience involved. Such gatherings at which cannabis is smoked
in a public facility will still be illegal. As in years past, the Parks Board continued to whistle in wind saying,
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“The park board does not believe this event is an appropriate use of park space because it violates our no
smoking bylaws and has negative consequences for park users and infrastructure.”

Applications Watch

The number of Licensed Producers passed the century mark as four new LPs were approved bringing the
total to 101. The new LPs are: BC TWEED Joint Venture 2" site in BC approved to cultivate; High Parke
Farms approved in ON for cultivation, Northern Green Canada approved in ON for cultivation and production
and Tidal Health Solutions approved in NB for cultivation. There have been seventeen LPs approved this
year. In the past 47 weeks there have been 59 new Licensed Producer approvals. Of the 101 LPs: 32 are
Cultivation & Sale, 64 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 29 public companies that are LPs or own an interest in one or more LPs.

Licensed producers by province are Ontario (55 or 54%), British Columbia (21 or 21%), Quebec (6 or 6%)
Alberta (4 or 4%), Saskatchewan (4 or 4%), New Brunswick (3 or 3%), Nova Scotia (3 or 3%), Manitoba (2
or 2%) and Prince Edward Island (1 or 1%). Percent totals may not add up to 100% due to rounding.

Producer Prov  Dried Marijuana Fresh Mari & Oil Sale Start Materials
1. 7 Acres ON Cultivation & Sale
2. Abba Medix ON Cultivation
3. ABcann Medicinals ON Cultivation & Sale
4. A.B. Laboratories ON Cultivation
5. Acreage Pharms AB Cultivation
6. Aero Farms ON Cultivation
7. AgMedica Bioscience ON Cultivation
8. Agrima Botanicals BC Cultivation Production
9. Agri-Médic ASP. QcC Cultivation
10. Agripharm Corp. ON Cultivation & Sale Production & Sale
11. Agro-Biotech QC Cultivation
12. Agro-Greens Natural Prod SK Cultivation Production
13. Aphria ON Cultivation & Sale Production & Sale
14. Aqualitis NS Cultivation
15. Aurora Cannabis AB Cultivation & Sale Production & Sale
16. Aurora 2 site QcC Cultivation
17. Aurora 3 sjte AB Cultivation
18. BC Tweed Joint Venture BC Cultivation
19. BC Tweed JV 2M site BC Cultivation
20. Bedrocan Canada ON Sale
21. Bedrocan Canada 2" site ON Cultivation & Sale Production & Sale
22. Beleave Kannabis ON Cultivation Production
23. Bliss Co Holding BC Cultivation
24. Bloomera ON Cultivation
25. Bonify MB Cultivation
26. Breathing Green Solutions NS Cultivation
27. Broken Coast Cannabis BC Cultivation & Sale Production & Sale
28. Canada’s Island Garden PEI Cultivation & Sale
29. Canna Farms Ltd BC Cultivation & Sale Production & Sale Plants
30. Cannatech Plant Systems BC Cultivation
31. CannMart ON Cultivation
32. CanniMed Ltd SK Sale Sale
33. CannTrust ON Cultivation & Sale Production & Sale Seeds
34. CannTrust 2™ site ON Cultivation Production
35. Canveda ON Cultivation
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DelShen Therapeutics
Delta 9 Bio-Tech
Emblem Cannabis
Emerald Health Botanicals
Emerald Health 2" site
Emerald Health Farms
Evergreen Medicinal
Experion Biotechnologies
FV Pharma

Green Relief

Greenseal Cannabis
GrenEx Pharms

High Park Farms
Hydropothecary

HydRx Farms

Indiva

IsoCanMed

International Herbs

Int'l Herbs 2 site

James E. Wagner Cultivation

Maricann

Maricann 2 site
Medical Marijuana Group
Medical Saints
MediPharm Labs
MEDIWANNA
MedReleaf

MedReleaf 2™ site
Mettrum Bennett North
Muskoka Growth
Natural Med

Natura Naturals
Northern Green Canada
Northern Lights

Original B.C.
Organigram

Peace Naturals Project
Potanicals Green Grow
Prairie Plant Systems
PureSinse

Quiality Green

Radicle Medical Marijuana
RedeCan Pharm
RedeCan Pharm 2n site
Rock Garden Medicinals
Solace Health

Spectrum Cannabis
Sundial Growers
Tantalus Labs

THC Biomedical

THC Inc

Tidal Health Solutions
Green Organic Dutchman
Thrive Cannabis

Tilray

Tweed Grasslands
Tweed Farms

Tweed Inc.

United Greeneries

UP Cannabis

UP Cannabis 2N Site
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97. Vert Cannabis QC Cultivation

98. We Grow B.C. BC Cultivation
99. WeedMD ON Cultivation & Sale Production & Sale Plants
100.  Whistler Medical Marijuana BC Cultivation & Sale Production & Sale Plants
101. WILL Cannabis Group ON Cultivation

To have your name removed from our distribution list, please send your request to letstokebusi-
ness@gmail.com Your name will normally be removed within 24 hours of the receipt of your request.

Sunniva: If You Like It, Buy It Now; If You Don't Like It, Buy It Now Anyway
Mar. 23, 2018 4:46 PM ET

|[About: Sunniva Inc. (SNNVF)

Ted Ohashi

Summary

Sunniva's stock has declined in a quiet period while management closes a $25 million bought deal financing.
| see a number of newsworthy announcements coming down the road over the next couple of months.

The value of the agreement with Canopy Growth has been substantially overlooked in a generally negative
cannabis stock market.

News could include additional presale contracts to dispensaries in California, non-dilutive financing of con-
struction in Oliver, B.C., the startup of the California extraction plant and related sales contracts, finalization
of licensing with the state and the revenue contribution from Natural Health Services.

As these announcements are made, more and more investors will attracted to the Sunniva story. That is why
| say, "Sunniva: If You Like It, Buy It Now; If You Don’t Like It, Buy It Now Anyway."

Introduction: Based on the number of comments and questions on Sunniva (OTCQF: OTCOX:SNNVF) that
currently exceed 1,250 and rising, | conclude it is prudent to update my views so readers will not miss out.
Just to be clear, | remain very optimistic about their prospects and see this pause as potentially, a final
buying opportunity.

Stock Price: Underlying much of the feedback is the perception that SNNVF shares have been performing
poorly. The chart below shows the trading in SNNVF since it opened on January 10, 2018. Although the
stock has not lived up to investor expectations, the performance hasn’t been “poor.” Recently the stock was
trading close to the opening price eleven weeks ago.
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after my initial recommendation and riding on the coattails of the strong rally in cannabis stocks in the fourth
quarter of 2017, the stock rocketed up to $16. But since it failed to keep rising, investors have expressed
disappointment.

In my subsequent article Where We Are In The Cannabis Stock Market Cycle | tried to point out that the
cannabis stocks have entered a more volatile, trading phase where trends do not last as long. That has
certainly been the case since. The message is portfolio strategy in the ‘trading phase’ should be different
than in the preceding ‘dynamic phase.’ In the preceding stage, what | refer to as the dynamic phase, buy
and hold is appropriate. The uptrends are more persistent and last much longer.

Bull Market
Dynamic Phase Trading Bear
of the Bull Market Phase Market

But when you get into a trading market, the most appropriate strategy is to buy on weakness and sell on
strength. You take advantage of price dips to buy and price rallies to sell building a cash position as you go.


https://seekingalpha.com/article/4145991-cannabis-stock-market-cycle
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This means with each successive trade you buy less and sell more. The cash becomes a defensive position
and also ensures you have some ability to take advantage of a major decline when it occurs.

Where are the cannabis stocks today? Here are two charts that reveal quite clearly where we are. The
first is the Let's Toke Business Marijuana Composite Index. This index is down 14.5% since reaching its
recent high on January 5, 2018 and the chart seems to suggest we are in the early stages of a trading
market.

LTB Marijuana Composite Index
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The next chart is the Let’s Toke Business Licensed Producer Index which is down 13.4% since its high on
January 26, 2018. This chart also appears to be in the early stages of a trading market.

LTB Licensed Producer Composite Index
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How does this apply to Sunniva? SNNVF began trading on January 10, 2018 at $7.00 and currently sits
at $7.11 per share. Riding the tag end of the strong rally through the end of 2017 and starting this year the
stock touched $16.00 in between. So SNNVF has come back sharply from its short term peak. So the stock
is very low in a market that is low and seems ready to rally.
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What will fuel a rebound in SNNVF? There are a number of possibilities all based on progressing the
business plan.

1.

Closing the $25 million bought deal financing at $9.75 per share. Although some investors have ques-
tioned this funding, | think it is important for SNNVF as it will provide the liquidity needed for the
balance of 2018. Unless a large, unexpected opportunity arises, | don’t foresee further equity financ-
ing in the near term.

Coming as it did when the market and the stock were both weak, the presale contract with Canopy
Growth (USOTC: OTCPK:TWMJF) has gone underappreciated and not reflected in the share price.
These presales from production at the Canadian campus in Oliver, British Columbia are important for
the size and the fact it is with world’s largest cannabis company. This combination makes it a very
bankable contract.

| believe there will be similar presale contracts announced for the Cathedral City campus. Because
of the industry structure in California, these contracts will be with dispensaries. Presales to Canopy
in Canada and dispensaries in California are part of SNNVF’s business plan to reduce operating risk.

There should be an announcement in the near term with respect to the financing of construction at
Oliver, B.C. The budget is $100 million and management has disclosed its intention that 60% - 65%
of this amount will come from a Tier | financial institution. In Canada that means a big five chartered
bank. The remaining 35% - 40% is expected to be a private, subordinated loan. While other Licensed
Producers sell shares to raise funding for construction of facilities, | believe SNNVF will be successful
in using positive leverage in lieu of shareholder dilution.

The California extraction plant is due to open shortly as | noted in my report (Sunniva: Two Key Puzzle
Pieces Fall In Place) | expect a break-in period using cannabis purchased from other growers. | also
anticipate presales contracts for the extraction products moving forward. Each additional presale con-
tract for cannabis or extracts represents a further proof of concept for SNNVF’s business plan.

As construction in California progresses, SNNVF will begin to finalize its licensing with the state. In
today’s skeptical cannabis stock markets, filling in with these licenses will address more issues that
appear to be bothering some investors.
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7. Natural Health Services (NYSEMKT:NHS) continues to be overlooked and underappreciated in my
view. They own and operate a network of eight medical clinics in Canada located in Alberta, Ontario
and Manitoba and specialize in medical cannabis under the Access to Cannabis for Medical Purposes
Regulations (ACMPR). NHS has over 125,000, active medical documents up from 100,000. There
are over 95,000 active patients, up from 75,000. SNNVF will soon report its fourth quarter and year
and NHS will make an important contribution to the top line results.

8. The word on SNNVF will continue to spread moving forward. We are still in the early days for the
company as trading began less than three months ago. As more people encounter the SNNVF story,
they will become shareholders and the share price will better reflect inherent value.

Conclusion: These are some of the key milestones that will be attained in the weeks ahead. As these pieces
fall in place, | believe the share price will begin to reflect the true value of the company. That is why | say,
“Sunniva: If You Like it, Buy it Now; If You Don’t Like it, Buy it Now Anyway.”

Disclosure: I/we have no positions in any stocks mentioned, and no plans to initiate any positions within the
next 72 hours.

| wrote this article myself, and it expresses my own opinions. | am not receiving compensation for it (other
than from Seeking Alpha). | have no business relationship with any company whose stock is mentioned in
this article.

Editor's Note: This article discusses one or more securities that do not trade on a major U.S. exchange.
Please be aware of the risks associated with these stocks.

This report is a news report for informational purpases anly. It is not a solicitationto buy or sell any products, services or securities
mentioned herein. Although the information contained herein was gathered from usually reliable sources, the editors are not responsible
for the veracity of any statements orto correct any information that proves to be inaccurate. Certain statements contained herein regarding
a Company and its operations may consttute “forward-looking statements.” All statements that are not historical facts, including without
limitation statements regarding estimates, plans, objectives, assumptions or expectations of future performance, are “forward-looking
statements.” Such “forward looking statements™ invalve Known and unknown risks and uncertainties that could cause actual results and
future events to differ materially fromthose anticipated in such statements. Please do your own due diligence and consult your
professional advisor before making investment decisions. E&OE
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