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We provided an extensive update on VEXT in January (2023), but we thought a brief overview of the F-22 results 

and the associated earnings call might be helpful.  

First, for fiscal 2022, VEXT reported Revenues of US$35.4 million versus our January 2023 update estimate of 

US$35.4 and basic and diluted eps of US$.08 versus our estimate of US$.05.  To be honest, most of the upside 

surprise was a tax item, and in reality, we understated fiscal COGS largely because of a Q1F22 adjustment we did 

not pick up on until year end. Regardless, the operating numbers were largely in-line, which is typically the metric 

we tend to focus on.  

 To reiterate a theme we noted in the prior update, the cannabis space has been challenging for many/most 

operators over the past several quarters, and those challenges have included fundamental, economic, regulatory 

and other nuances that have culminated in a bit of a perfect storm for the industry. Despite the headwinds, we have 

argued that VEXT has weathered the storm probably better than most, and we think that is a highly constructive 

notion for VEXT shareholders. In our view, their positive operating results through fiscal 2022 support that notion. 

In addition, in the midst of the challenging operating environment, they have also established and advanced a 

number of growth initiatives that we think will provide measurable potential valuation catalysts, even in the current 

(challenging) environment.  These include the expansion of cultivation and processing opportunities in Arizona, 

and perhaps more importantly the coming consolidation of integrated operations in Ohio. Again, we expect these 

pieces to be additive in the current fiscal year and beyond, despite ongoing industry challenges, which means that 

when the industry is ostensibly able to find equilibrium in the future, these new pieces should prove markedly 

additive thereafter.  

Interestingly enough, management also alluded to opportunities that may be emerging in some of the their other 

existing JV markets (Kentucky for instance), which could provide for additional valuation legs going forward. 

That by the way, is not particularly surprising to us, because as we have suggested in prior research, we think the 

industry is beginning to evolve into a posture that looks a lot like many other traditional commodity based 

industries, the upshot of which is that the best operators ultimately tend to survive and thrive. To that end, we 

remain constructive on VEXT management’s ability to… manage. 

Looking ahead, we submit, we do not think the industry’s headwinds are behind it.  As we covered in the last 

write-up, we think some of the supply issues plaguing pricing will continue to be problematic, and we also think 

the general economic environment will continue to challenge the notion that cannabis is somehow immune to the 

prevailing economic climate, which we also think may get worse before it gets better. On the other hand, we also 

believe that much of that is (over)baked into the share price.  As we said, some of 2022’s eps performance was 

related to a tax issue, but they did generate pretax earnings of nearly US$.05, and we estimate that they will 

generate a similar number for fiscal 2023. In contrast, for fiscal 2024, when Ohio is fully integrated, we project 

fully taxed diluted eps of US$.11which suggests a forward Price/Earnings ratio of 1.5X.  We get it, cannabis is 

out of favor, but 1.5X projected 2024 earnings? Really? Perhaps our projections will prove aggressive, but given 

the current share price, in our view, they are going to have to be very aggressive for our bullishness to be misplaced.                         

 Lastly, the above said, and setting aside our opinion of the valuation disconnect, we would caution that we are 

not certain of the timing of the integration of the Ohio pieces, which could compromise some of our quarterly 

2023 projections and lead to some misses in that regard.  However, again, we anticipate (and are more comfortable 

with) the full consolidation of the Ohio operations for the larger portion of fiscal 2024.      

Despite the (now long-in-the-tooth) compression in the shares, we remain fans of VEXT management and by 

extension bullish on VEXT, especially at the prevailing valuation. We reiterate our allocation of 7 and our 12-24 

month price target of US$1.35.   
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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.   

   


