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For 2Q-F21, VEXT reported revenues of $9.376 million versus our estimate of $8.31 million and they reported 

net income of  $1.875 million versus our estimate of $1.809 million.  In short, the Company posted a strong 

quarter, which outperformed our estimates.  Recall, much of our challenge from a research perspective has been 

trying to model the Company’s results in the context of the unusual relationship the Company has with its two 

major customers, both of which are not-for-profit entities. We will briefly recap.  

Recall Arizona cannabis laws require that operators/licensees be not-for-profit entities.  As a result, while VEXT 

essentially manages the entire “seed-to-sale” operations of its two not-for-profit customers, it does not technically 

own those operations.  As a result, it must essentially find creative ways to bill its “customers” for the management 

of those cannabis assets. As we have argued, that process is difficult to model and lacks the sort of visibility and 

transparency that public markets rely on.  To be quite honest, given those challenges, were it not for what we think 

is a compelling combination of assets and management, we would not be covering VEXT. By extension, we 

understand why the street has perhaps had a difficult time embracing the story as well. That said, as we alluded to 

in prior research, the passage of recreational use in Arizona includes the repeal of requirements that licensees be 

not-for-profit entities. Among other things, that change opens the door for VEXT to officially own what today are 

its “customers” and our understanding is that they will be able to begin reflecting that ownership in Q1-F22.  We 

believe that visibility and transparency will be a positive catalyst.  

In addition to change in the not-for-profit posture of the assets, we think the Arizona recreational laws will provide 

a boost for incumbent players like VEXT that is clearly not reflected in the valuation today. Moreover, we also 

are beginning to think that changes in the Federal cannabis landscape could provide positive catalysts for 

incumbent cannabis players as well. For instance, we have heard a number of market watchers suggest that a 

change in federal posture on cannabis that would even just relax banking laws and perhaps decriminalize cannabis, 

would bring a considerable amount of institutional investment into the space that by charter cannot participate as 

long as federal prohibitions remain.  We think federal legislation of some sort is becoming more likely and again, 

we think that could be positive for valuations in the domestic space.             

More specifically, along with what we believe will be better transparency as a result of VEXT’s new “ownership” 

of the assets they currently manage, as they discussed on the call, fiscal 2022 should include some new initiatives 

that we think will impact their comparative results. First, as the Company has discussed along the way, and 

specifically noted on the call,  

“We’re on track to almost triple our indoor cultivation capacity during the first half of twenty 

twenty two to approximately fifty eight thousand square feet under canopy from our current twenty 

thousand feet. In a growing limited license state, cultivation and manufacturing leadership are 

important strategic advantages that help drive margin expansion and retail support growth and 

wholly-owned brands and open up additional opportunities to manufacture for others or sell high 

quality flower to other players in the market without capacity”. 

In our view, the added cultivation space is a milestone for the Company.  Recall, VEXT, through its licensee 

customers, has had to periodically purchase flower in the open market, so we think the added cultivation provides 

them flexibility/control in their seed-to-sale approach.  Moreover, as they allude to above, the addition of 

recreational use in a limited cultivation license environment, may speak to better margins for “high quality” 

(indoor cultivation) product.  While we will have to continue to muddle through the modeling until the non-profit 

yoke is removed at the end of 2021, we would reiterate, in our view, the  added cultivation should prove 

considerably additive from a handful of perspectives.  

Second, as the Company has also reported on in the past and elaborated on in the call, they are adding two new 

THC based beverage lines to their product offering in Arizona.  Here are a few particulars on each: 

1) Wynk THC Seltzers -  Each 8.4 oz. can of Wynk is a microdose of 2.5mg of both THC and CBD per 

can.  We believe it currently comes in three fruit flavors.  Wynk is presumably positioned as a seltzer 
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alternative to (perhaps) alcohol based seltzers.  Notice, they contain a relatively low dose of THC (2.5 

mg), which is a similar amount that one might find in a low dose edible. As such, again like an alcohol 

seltzer, as a result of the lower dose, consumers may drink multiple units over the course of an 

afternoon/evening. We would add, we believe Wynk was launched in Ohio, and if we understand it 

correctly, it is the only market with any measurable penetration.  Again, as we understand it, Wynk is 

positioning to provide portable manufacturing/canning capabilities that they will license to operators in 

various jurisdictions.       

 

2) SoRSE Technology/MAJOR THC beverage brand - Alternatively, the Company’s agreement with 

SoRSE Technology, which owns and sells the MAJOR THC beverage brand, involves a different type of 

beverage. MAJOR is designed as a high dose cannabis beverage that is sold in a 200ml (6.7 oz.) serving 

size, with 100mg of THC, but with “no cannabis taste or smell”.  To edify, that is a smaller serving size 

than the Wynk product above, but it contains 50X more THC than the Wynk product. Clearly, MAJOR is 

aimed at a different cannabis consumer (think: energy shot) than Wynk.  We would add, with respect to 

the original announcement, the Company also noted, “Vext may also choose to manufacture SōRSE's 

other existing formulations and/or use SōRSE emulsions to develop additional products under the Vapen 

brand, for which it will pay SōRSE a royalty”.  Clearly that leaves open the possibility of VEXT leveraging 

SoRSE’s technology to provide a VEXT (Vapen) branded beverage.  

To summarize, as we see it the beverage initiatives provide two benefits to VEXT.  The most obvious is that they 

will have two new products to sell that should prove collectively additive to VEXT’s results.  While it is too early 

to tell just how additive those lines will prove to be, we think they will be meaningful. Second, as the Company 

alluded to, the additional of these lines enhances the Company’s overall product lineup to its retail/dispensary 

customers.  The Company believes (and we tend to agree) that many dispensaries may be looking to reduce the 

number of vendors they deal with, which suggests they are looking for vendors with more extensive product lines.       

The third major initiative the Company addressed on the call was their expansion into Ohio.  The Company noted 

that they view Ohio as similar to Arizona on a variety of fronts. Here is a bit of that narrative from the call:  

“Currently, Vapen is being stocked in most dispensarys’, shelves and Ohio is selling well and we 

continue to expand the product offerings. On March fifteen, we announced that we have signed an 

LOI that will enable facts to establish a retail presence in the state through a joint venture with an 

Ohio LLC. And on July twenty seventh, we announced that the current license holder had received 

a certificate operation by the Ohio Board of Pharmacy and was fully operational”.   

The Company further noted:  

Once the license holder has been operational for twelve months, Vext and its joint venture partner 

may apply to the Board for a change in ownership of the provisional license.             

Succinctly, that 12 month clock started ticking on July 27, 2021, which means that 12 months or so from now 

VEXT may operate and own cannabis assets in Ohio. Ostensibly, given the Company’s constructive views of the 

Ohio market, that event will be another milestone for the Company. That said, at this point, the Company is unable 

to  provide any guidance with respect to how the interim 12 month period of operations in Ohio will be reflected 

at VEXT. We will revisit that when we get some clarity.    

To recap, we thought the Company posted a highly positive 2Q-F21 quarter, which exceeded our expectations, 

and perhaps more importantly provided some clarity on new initiatives that we think will help drive positive fiscal 

2022 comps. We admit, while we feel like we are getting a bit better at projecting at least the aggregate results of 

the revenue “levers”, that endeavor remains difficult, so for the balance of 2021 we will have to continue to 

“muddle through” that analysis.  The good news is, they expect to own these assets and begin reporting as such, 
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beginning in calendar 2022. We believe that issue alone will provide better visibility and perhaps a catalyst for 

higher VEXT share prices.  

Finally,  on the back of the napkin, the Company reported adjusted EBITDA of  $3.4 million.  If we annualize 

that, it comes to $13.6 million, which means the stock is currently trading at about 3.2X EBITDA.  Further, if we 

annualize the first half revenues (we think the second half will be higher) the result is about $37 million, which 

means VEXT is trading at about 1.2X Sales. To be clear, the metrics of public cannabis stocks are a mixed bag, 

with many of the larger players garnering higher valuation metrics than their smaller counterparts. In that regard, 

we think VEXT’s relative valuation (based on the Px/EBITDA and the PX/Sales metrics delineated above) is 

amongst some of the most modest cannabis valuations we can identify. To translate, as cannabis stocks go, we 

think VEXT is undervalued. That said, we submit, for a handful or reasons as generalists we are not prone to using 

comparative industry analysis to derive our price targets or allocation decisions. Rather, we typically attempt to 

identify what we believe are reasonable measures of intrinsic value based on our risk adjusted DCF/NPV models.  

From that approach we also continue to view VEXT as considerably undervalued.  That being the case, we reiterate 

our 12-24 month price target of $1.60 and our allocation of 6.                    
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Projected Operating Model 
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General Disclaimer:   

Trickle Research LLC produces and publishes independent research, due diligence and analysis for the benefit of it investor base. 

Our publications are for information purposes only. Readers should review all available information on any company mentioned in 

our reports or updates, including, but not limited to, the company’s annual report, quarterly report, press releases, as well as other 

regulatory filings. Trickle Research is not registered as a securities broker-dealer or an investment advisor either with the U.S. 

Securities and Exchange Commission or with any state securities regulatory authority. Readers should consult with their own 

independent tax, business and financial advisors with respect to any reported company. Trickle Research and/or its officers, investors 

and employees, and/or members of their families may have long/short positions in the securities mentioned in our research and 

analysis and may make purchases and/or sales for their own account of those securities.  David Lavigne does not hold a position in 

Boxlight Corporation.   

Trickle Research co-sponsors two microcap conferences each year. Trickle Research encourages its coverage companies to present 

at those conferences and Trickle charges them a fee to do so. Companies are under no obligation to present at these conferences. 

VEXT has paid fees to present at Trickle’s Co-Sponsored Investor Conference.   

  

Reproduction of any portion of Trickle Research’s reports, updates or other publications without written permission of 

Trickle Research is prohibited.    

All rights reserved.    

Portions of this publication excerpted from company filings or other sources are noted in italics and referenced throughout the report.  

  

Rating System Overview:  

 There are no letters in the rating system (Buy, Sell Hold), only numbers. The numbers range from 1 to 10, with 1 representing 1  
“investment unit” (for my performance purposes, 1 "investment unit" equals $250) and 10 representing 10 investment units or $2,500.  

Obviously, a rating of 10 would suggest that I favor the stock (at respective/current levels) more than a stock with a rating of 1.  As a 

guideline, here is a suggestion on how to use the allocation system.  

Our belief at Trickle is that the best way to participate in the micro-cap/small cap space is by employing a diversified strategy.  In 

simple terms, that means you are generally best off owning a number of issues rather than just two or three.  To that point, our goal 

is to have at least 20 companies under coverage at any point in time, so let’s use that as a guideline.  Hypothetically, if you think you 

would like to commit $25,000 to buying micro-cap stocks, that would assume an investment of $1000 per stock (using the 

diversification approach we just mentioned, and the 20-stock coverage list we suggested and leaving some room to add to positions 

around allocation upgrades. We generally start initial coverage stocks with an allocation of 4.  Thus, at $1000 invested per stock and 

a typical starting allocation of 4, your “investment unit” would be the same $250 we used in the example above.   Thus, if we initiate 

a stock at a 4, you might consider putting $1000 into the position ($250 * 4).  If we later raise the allocation to 6, you might consider 

adding two additional units or $500 to the position.  If we then reduce the allocation from 6 to 4 you might consider selling whatever 

number of shares you purchased with 2 of the original 4 investment units.   Again, this is just a suggestion as to how you might be 

able to use the allocation system to manage your portfolio.   

For those attached to more traditional rating systems (Buy, Sell, Hold) we would submit the following guidelines.  

A Trickle rating of 1 thru 3 would best correspond to a "Speculative Buy" although we would caution that a rating in that 

range should not assume that the stock is necessarily riskier than a stock with a higher rating.  It may carry a lower rating 

because the stock is trading closer to a price target we are unwilling to raise at that point.  This by the way applies to all of 

our ratings.   

A Trickle rating of 4 thru 6 might best (although not perfectly) correspond to a standard "Buy" rating.   

A Trickle rating of 7 thru 10 would best correspond to a “Strong Buy" however, ratings at the higher end of that range would 

indicate something that we deem as quite extraordinary..... an "Extreme Buy" if you will.  You will not see a lot of these.  

  


