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We missed Vext’s 3QF23 numbers as badly as we have ever missed their numbers and we have been covering the 

stock for 4 years now. Revenues were $8.1 million versus our estimate of $9.5 million.  To that end, the Ohio 

dispensary came in about $200,000 light.  The Company’s MD&A referenced some added competition from new 

entrants; “Our consolidated dispensary in Ohio experienced sales pressure in Q3 2023 as additional retail 

locations began operating”.  We must admit, that is a bit disconcerting, although we suspect that was gathering 

competition ahead of (in anticipation of) the passing of recreational use in November, and the ultimate commercial 

launch that is still coming.  (We will touch on that below).  Setting aside Ohio for a moment, the real problem 

continues to be the chaos in the Arizona market, which is ostensibly the result of an oversupply of cultivated 

product, but probably has some additional variables creating the “perfect storm”, which we think include 

particularly seasonal issues (Arizona was really hot through much of 3Q), as well as perhaps some economic issues 

around consumers beginning to seek value in their purchases. For instance, Vext’s approach to market conditions 

has been to adjust pricing (negatively impacting top line sales and margins) to maintain traffic.  All of that noted, 

the oversupply and resulting pricing issues have been unfolding for some time now, and we submit it has been 

broader and deeper than we (and we suspect a lot of others) had anticipated.  As a result, we have made some more 

guarded adjustments to our model.  We would add, operating expenses were spot on, with the exception of a much 

larger depreciation number, which was the result of the State of Ohio allowing them to reflect ownership of the 

assets in the period, but prior to the official consolidation.    

 

To be clear, we have expressed throughout this research that we have ongoing concerns about the impact of black-

market cultivation in general, but more specifically Arizona, largely because of its proximity to California (where 

we tend to believe much of the black-market problem originates).  We submit, there is also an alternative view 

that Arizona’s oversupply problem is the result of growers that ramped up production in response to Arizona’s 

2020 approval and subsequent rollout of recreational use.  That theory suggests that much of that oversupply is 

being washed through the system, ultimately “clearing” the market after which prices will normalize, thus 

improving the environment from the currently depressed statewide levels. We submit that is a completely plausible 

theory as well.  The reality is probably somewhere in between. However, given the regulation around legal grows, 

it seems to us that information about the magnitude/duration of the problem would be better understood than it 

appears to be.   Again, we have recast our model in an attempt to err on the downside rather than the upside, which 

means we are modeling lower unit pricing and by extension, markedly lower margins than our prior models 

assumed. To translate, we are beginning to embrace a scenario where prices will continue to be pressured by 

elevated supply into the foreseeable future. We are hopeful future periods will provide some positive surprises in 

that regard.   

 

On the Ohio side of the equation, the post recreational ballot initiative legislative nuances seem to be playing out 

in favor of the recreational rollout.  To edify, despite the passage of the initiative, the Ohio legislature still had/has 

the ability to exercise some authority on how/when recreational marijuana would be available. That posed some 

risks of uncertainties around timing and perhaps other cogent items, however, if we are interpreting it properly, 

the recent legislative actions suggest that the legislature and the Governor are looking to speed recreational 

commercialization along apparently to head off potential black-market ambitions. Perhaps they have taken notice 

of some of the problems experienced elsewhere.  Go figure.  That said, VEXT has done some additional positioning 

in Ohio, most notably adding dispensaries, to expand/complete their integrated presence. To be clear, we have 

attempted to model all of this as we understand it, but we do not have a great deal of visibility of what this will all 

look like.  We expect that to improve as pieces are added and filings around the consolidation and integration of 

new pieces are available. We will adjust our model assumptions as that visibility improves.  Obviously, we expect 

Ohio to be meaningfully additive.  

 

To summarize, the cannabis industry has had a rough year+, and that has been duly reflected in the valuation of 

public cannabis companies and VEXT has not been an exception. That said, we continue to believe that 

management has done an admirable job of mitigating the damage, while at the same time posturing for future 

growth. If we assume the industry will in fact have better days ahead, that posturing should prove valuable.  With 



   

3   

   

the addition of Ohio, we continue to view VEXT as a growth story, however, as we have suggested prior, we are 

also beginning to see it as a value story, with underlying (market based) asset values that may markedly exceed 

the book value of those assets as well as the current enterprise value of the Company.      

 

As a result of our adjustments to reflect continuing challenges in Arizona, we are establishing a new (lower) 12-

24 month price target of *US$1.00.  
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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.   

   


