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For Q3F25, Vext reported revenues of $12.7 million, a pre-tax loss of <$2.9 million> and eps of <$.01>. Those 

results compare to our estimates of $13.8 million, a pre-tax loss of <$2.6> million and eps of <$.01>.  Inside the 

differences, much of our revenue miss was related to the timing of the Company’s new Portsmouth location. In 

short, they received their transfer of ownership on October 1, 2025, so the consolidation was pushed to the current 

quarter (4QF25).  In addition, Arizona continues to struggle (again, below our estimates), so that contributed to a 

bit of the miss as well, however, they continue to operate the Arizona assets at a level that appears to be exceeding 

the average of their in-state peers.  In terms of other line items, they took a charge of $846,000 related to a “change 

in fair value of debt”.  Perhaps most importantly, the quarter reflected year-to-date operating cash flow of $8.5 

million, which brings us to the “big picture” that we believe those following the Company should be focusing on. 

Here are our bullet points around that focus as we see it.  

While we recognized this may be a bit redundant because we have spent a good portion of our prior research on 

Vext trying to illuminate the process here, and frankly, some of the headwinds they have encountered along the 

way, we think a brief history may still be helpful. 

Recall, the Company’s flagship assets are in Arizona, and the legal cannabis market in Arizona has been and still 

is, challenging.  The primary basis for those challenges is too much cultivation (weed) on the market, which is 

driving down prices making it difficult for industry participants to operate profitably. There is some disagreement 

around where all of that product comes from (licensed growers or the black market) but the fact remains there is 

too much of it. Vext’s basic approach to that dilemma is as follows: 

- They cannot control what others grow/sell, but they can control what they grow/sell. Along those 

lines, the Company’s basic view is that cannabis is a commodity, and that makes it difficult to create 

brands that can command higher prices and better margins. That notion is particularly acute in markets 

experiencing oversupply issues as Arizona is today. In short, in our view, those in charge of overseeing 

Arizona’s cannabis industry need an education in enforcement or an education in economics, or both, but 

there again, Vext cannot control that either. To that end (and setting aside state licensing nuances that may 

limit it), the optimal approach is to have an integrated operation where an operator can control the costs 

associated with their product by growing it themselves, as well as (efficiently) producing their own 

processed and branded products (edibles and vapes for instance) and then own/control the storefront where 

in theory most of the cannabis product is ultimately sold. By owning the point of retail sale, they can 

control which products are on the shelves (largely their own) and they can actively price and market those 

products at retail. Vext is very focused on that retail advantage.  

 

- They can mitigate pricing pressure by reducing the costs of their own product inputs.  In addition, 

and as they discussed on the earnings call, the other thing they can do to mitigate the poor price 

environment, is improve the efficiencies of their grow and their processing facilities. Succinctly, produce 

flower at a lower cost and higher potency, which leads to lower costs for branded produced products, and 

provides an opening for more competitive pricing, with better margins, at the retail level. From the call, it 

sounds as if they have been working on and achieving some of those efficiencies upstream, which should 

lead to better (company-wide) margins in coming periods. Ostensibly, efficiencies they apply in Arizona 

can be utilized in Ohio as well.     

 

- To reiterate, cannabis is a commodity. As a result, the Company’s focus is to align its grow and 

processing capabilities with its retail capacity. In other words, we should expect wholesale revenues to be 

a small portion of the ongoing revenue mix.    

We think the Company’s attention to the above approach has kept it acutely competitive in Arizona. While that is 

a positive data point, the Arizona market remains challenging, and it remains unclear as to when/where it will find 

the bottom. Conceptually, each day gets us closer to the bottom, for what that is worth, but eventually, something 

has to give, and we think Vext is positioned to be one the “last men standing”, which could provide opportunities 
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in the future, perhaps beyond just providing a better and more profitable environment. That may be an increasingly 

important part of the Vext puzzle going forward, especially if they are able to fortify the balance sheet with 

increasing operating cashflow as we are projecting. We will revisit this idea later in this update.  

In addition to Arizona, the groundwork of the Company’s entree into Ohio was laid several years ago when the 

Company established initial investments/relationships in several states where cannabis was not legal, with the 

view that one or more of those states would ultimately legalize and provide Vext with a foothold for expansion 

into additional markets beyond Arizona. For multiple reasons, Ohio emerged from that portfolio, and the Company 

has spent the past several years investing in and building the Ohio business. That has been a challenging path for 

a variety of reasons, not the least of which, was the emerging/concurrent challenges they were dealing with in 

Arizona. We think it is fair to suggest that the challenges in Arizona made it more difficult for Vext to finance and 

build out Ohio, which again among other things, likely included much higher costs of capital than they might have 

otherwise obtained.   

The good news, is that they are now at the point of achieving full integrated capacity, which will culminate with 

the addition of dispensary #5  in Portsmouth, which was consolidated October 1, 2025, dispensary #6 in Fairfield, 

which was pushed from a Q4F25 event to a Q1F26 event, and dispensaries #7 and #8, which should be up in 

1HF26, and will get them to the current regulatory limit of 8 dispensaries in Ohio. To reiterate, we believe that 

retail footprint will provide them with several scale advantages across the integrated operation. Moreover, if we 

interpret management’s comments around the new locations correctly, we think stores 6 through 8 may ultimately 

end up at the top of the list in terms of store performance.  

From a cash flow perspective, the Company is now transitioning from a cash outlay/capex surge to a low capex 

operating cash build. If our operating assessments prove reasonably accurate, we believe that transition will 

provide clear visibility around better valuations for the shares.  To that end, we have provided some (hypothetical) 

projections below around how we see the cashflow picture evolving and what that might mean for (hypothetical) 

capital allocations by Vext and in turn future valuations.                         

 For reference, the tables below reflect the breadth of what we believe will be Vext’s transition to generating 

consistent and meaningful annual free cash flow through the long term. Our assumptions are as follows: 

• Vext will achieve its full capacity buildout in Ohio through the first half of 2026, which at that point will 

include 25,000 square feet of cultivation, 8 retail dispensaries and processing facilities adequate to supply 

those dispensaries and whatever other wholesale opportunities that may arise for their branded products.  

• Arizona cannabis markets will ultimately find some equilibrium.  As we noted above, our view is that 

when the Arizona dust settles, Vext will be one of the “last men standing”, which should provide some 

room for improvement in Vext’s associated operations. We are not modeling much improvement in that 

regard, but we are modeling the last man standing part.  

• Our assumptions include a relatively orderly maturity of the Ohio cannabis market. While we submit that 

may be contrary to the evolution of many of the cannabis markets around the country, we do think there 

are things new jurisdictions should be able to learn from existing markets and incorporate into their 

approaches. We are counting on Ohio’s ability to do that reasonably well. We submit, risks remain around 

this notion.   

• The Company has suggested, and as a result we have modeled, that they intend to prioritize the repayment 

of debt with respect to the initial allocations of free cashflow. In that regard, our model indicates that for 

fiscal 2026 and fiscal 2027, Vext will generate approximately $33 million of free cash, which should allow 

them to eliminate most of the debt from the balance sheet. Thereafter, the Company will need to decide 

how to allocate remaining future cashflow, which we estimate will be between $15 million and $20 million 

annually for future periods. By way of example, they could choose to retain the capital, invest it in new 

opportunities, or return it to shareholders in the form of stock repurchase and/or dividends. Recognize, 

our hypothetical examples/tables below assume that the Company will dividend out considerable portions 
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of free cash at a rate that maintains comfortable ongoing cash balances.  To be clear, we have used this 

approach solely to illustrate and illuminate what we believe is a marked valuation disconnect 

between the current value of Vext’s shares relative to the cashflow potential of the Company going 

forward.          

• Rescheduling or other changes around cannabis at the federal level remain a wildcard. There are certainly 

some changes at the federal level that could be positive for existing cannabis players on the face, clarity 

with respect to their appropriate taxation for instance. However, outside of some obvious items, it is 

unclear to us what federal changes will do for, or to, existing cannabis markets and associated constituents 

like Vext.   

Table 1. 

 

 

 

 

      

   

     

 

Table 1. above reflects the hypothetical distribution of our projected future cashflows. As we noted, this example 

reflects Vext devoting free cashflow to debt repayment first, and thereafter strictly to dividends.  Again, outside 

of the debt repayment, which the Company has stated as a priority, the dividend payment approach is strictly our 

hypothetical example.     

 

Table 2. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Table 2. above reflects the annual dividends the Company would remit each year, if they retained reasonable 

working capital and distributed the rest through dividends. Again, this is hypothetical, as the Company has 

provided no guidance around ever paying a dividend.  Further, these assumptions would require that our model be 

correct with respect to the Company’s ability to actually generate these amounts of free cashflow which it may, or 
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may not, be able to achieve.  That said, as Table 2. reflects, our modeling and associated hypothetical dividend 

analysis suggests that an investment today at roughly US$.16 per share, would result in dividends in future years 

ranging from roughly 1.5¢ per share to over 8¢ per share in future periods. Those hypothetical amounts would 

result in extraordinary dividend yields in excess of 40% based on the current share price of US$.18. That brings 

us back to our valuation/price targets for Vext shares.       

 

In addition to our projected cashflow trajectory noted above, there are some additional items we think are worth 

considering in terms of evaluating Vext’s value.  To revisit our “last men standing” comment above, as we have 

noted (lamented) along the way here, Arizona has been challenging, and frankly, we are not sure where the bottom 

is. To that end, we were a bit reluctant to go down our hypothetical dividend road, because we fully expect 

management to remain opportunistic if appropriate scenarios arise. That could include new jurisdictions, but it 

could also involve adding assets in existing markets where regulation allows. Specifically, they have developed 

an integrated operation in Arizona, which despite the headwinds has managed to hold its own through the turmoil. 

In that regard, if the Arizona cannabis industry is in that dire a posture, one might reasonably conclude that 

somewhere in here, there may be some “fire sales” that Vext might logically consider.  Oddly enough, despite 

Arizona’s problems, apparently its cannabis asset valuations are among the highest in the country.  From Cannabis 

Industry Journal, (Arizona Commands the Nation’s Highest Cannabis Business Valuations - Cannabis Industry Journal): 

 

Over the past 24 months, dozens of transactions have closed in Arizona by way of consolidation, 

ranging from single dispensary sales to multi-unit portfolio deals. The results have been record-

setting: in some cases a standalone retail license has sold for over $10 million, a figure unheard of 

in many other states. Arizona’s cannabis assets are, in a word, premium and are routinely attracting 

bids that surpass those in traditionally dominant market. Clearly, Arizona has become a market 

where cannabis assets command a serious premium. 

 

As a specific example, in February (2025) iAnthus Capital Holdings, Inc. (OTC: ITHUF) announced the following 

(8-K):  

 

On February 7, 2025, iAnthus Capital Holdings, Inc. (“iAnthus” or the “Company”) announced the 

entry into an Asset Purchase Agreement, dated February 6, 2025 (the “Purchase Agreement”), by 

certain of iAnthus’ indirect wholly-owned subsidiaries, consisting of iAnthus Arizona, LLC, S8 

Management, LLC, S8 Rental Services, LLC, Soothing Options, Inc., ABACA, Inc. (d/b/a Health for 

Life Cave Creek), and Health for Life, Inc. (d/b/a Health for Life Ellsworth (East)), on the one hand as 

the sellers (collectively, the “Sellers”), with Soothing Ponderosa, LLC, Abaca Ponderosa, LLC, H4L 

Ponderosa, LLC and Pitchfork Enterprises, LLC (the “Buyer Parent”), on the other hand as the buyers 

(collectively, the “Buyers”). 

 

Pursuant to the terms of the Purchase Agreement, the Sellers have agreed to sell certain of the Sellers’ 

assets relating to the Sellers’ cannabis business in Arizona, including, without limitation, assets 

relating to two dispensaries, a processing facility and a cultivation/processing facility located in 

Mesa, Arizona, and one dispensary located in Phoenix, Arizona, along with receivables and other 

assets relating thereto (collectively, the “Purchased Assets”).  The aggregate consideration payable 

by the Buyers for the Purchased Assets along with the sale by the Company of two related pieces of 

real property (the “Related Real Property”) is $36.5 million, in the aggregate (the “Purchase Price”), 

plus the assumption by the Buyers of certain of the Sellers’ liabilities relating to the Purchased 

Assets….   

 

For reference, for the last full reporting period announced by iAnthus prior to the acquisition, (Fiscal Year 2024, 

ended 12/31/2024) iAnthus reported “Western Region” revenues of $39 million. To edify, the western region 

consisted largely of their Arizona assets, but this also includes one dispensary they retained in Mesa, AZ. 

Extrapolating out later results from Mesa, we estimate that at the time of the acquisition, iAnthus’ Arizona 

https://cannabisindustryjournal.com/column/arizona-commands-the-nations-highest-cannabis-business-valuations/#:~:text=Arizona:%20Where%20Cannabis%20Assets%20Command,assets%20command%20a%20serious%20premium.
https://www.sec.gov/Archives/edgar/data/1643154/000095017025018927/ithuf-20250206.htm
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revenues associated with the assets they sold was somewhere around $26 million. Therefore, on a price-to-sales 

basis, we think the transaction was done at something around 1.4X sales.           

 

In another example, in August (2024), Verano Holdings Corp. (OTC: VRNO) acquired the Arizona-based 

operations (assets and licenses) of The Cannabist Company Holdings Inc. (OTC: CBSTF). The assets included all 

ownership interests of two operational retail dispensaries in Tempe and Prescott, one active cultivation facility and 

one production facility. The total consideration for the Arizona operations was $15 million in cash. In this case, 

we think that price represented something around 1X sales.  

 

Here’s our point.  

 

As Vext exits F25 and with 3 of 4 quarters in the books, we think their Arizona operations will generate F25 

revenues of approximately $20.5 million. To be clear, we do not feel like we have enough information to 

extrapolate the relative profit/loss of the aforementioned Arizona acquisitions vs. Vext’s Arizona operations. 

However, given whqat information we do have, we tend to think Vext’s relative operations are more profitable 

than the others. However, going back to the price-to-sales approach, if we apply the aforementioned acquisition 

multiples to Vext’s Arizona operations based on our F25 revenue estimate of $20.5 million, we get to a valuation 

of between $20.5 million and $28.7 million.  At this writing, the market capitalization of Vext is roughly $45 

million. As an aside, it is not clear to us why, given the state of the state, Arizona assets seem to be commanding 

premiums.   

 

We feel confident suggesting that given what we know today, Vext’s Ohio assets are likely worth considerably 

more than the Arizona assets. Given that it looks to us like controlling the retail store front seems to be the critical 

piece to success, at least in Arizona and Ohio, and by the time the Ohio expansion is complete they will have 8 

retail dispensaries vs. 2 in Arizona, we do not think that is a particularly provocative statement. So then, to 

complete the point, having thought through some of the Arizona cannabis transactions and associated narrative 

above, if the opportunity were to present itself, and at valuations commensurate with some of the past transactions, 

we are of the view that  their better opportunity might be selling assets in Arizona rather than waiting to buy more 

at depressed prices. That is just our speculation by the way, however, we do think this particular perspective may 

underscore our thesis that Vext may be markedly undervalued at current levels, to which we would add one albeit 

conceptual additional angle.        

 

While Vext does not provide enough segment information to drill down on the exact contribution the Arizona 

operations provide to the free cash flow of the whole, our analysis suggests that it is limited. From that perspective, 

we have done some analysis to consider the impact of selling Arizona on valuation approaches that we employ.  

Conceptually, keeping in mind that according to our model, Arizona will not make considerable contributions to 

free cash flow going forward, it will contribute some.  In other words, selling it would reduce future cash flow on 

some level. So then, the real value of selling Arizona (hypothetically), depends on what the Company does with 

the cash it receives, and there are a handful of things they could do with it, and each will impact valuations 

differently. Here is a brief evaluation of those choices, although recognize, they could decide to do some 

combination of these as well. (we would add, for this analysis, we have left out the possibility of using it to enter 

some other cannabis market, which seems like an unlikely trade to us, but we are not dismissing it entirely either).  

 

First, they could save it. As we noted, we project Arizona to continue to contribute to free cash flow albeit 

nominally, so selling it and not redeploying the capital would likely negatively impact the fair value of the 

Company. There are nuances to that, but generally speaking, that is the case.  That said, is it possible that they 

would sell it with no real plan to deploy the proceeds?  The answer to that likely depends on how much someone 

would be willing to pay them.   Second, they could pay down their debt faster. That approach could accelerate the 

hypothetical dividend payments, we noted above, adding to shareholder value by allowing for more and sooner 

dividend payments. However, as we model that iteration, we do not think that would create measurably more value 

to shareholders, which is not hard to imagine since the valuation bump in that case would be largely confined to 

the interest savings, and since the current interest on Vext’s outstanding debt is not attractive, but it is also not 
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what we would view as onerous, we believe that path would create nominal additional value.   Third, they could 

use the sale proceeds to repurchase shares. We submit, the benefit of this approach depends on what they have to 

pay to repurchase shares. To that end, we have taken our model through several iterations in that regard, and our 

conclusion is that if they took the money and bought shares back (at attractive prices), they could likely create 

marked additional shareholder value as future cash flow distributions would now be spread over fewer shares. 

Recognize, the benefit of this scenario is largely rooted in the assessment that the current value of the shares does 

not reflect the proper value of the assets and/or their ability to generate future cash flows.  

  

In summary, we have iterated many times throughout our Vext research that we are fans of management.  In that 

regard, we fully admit that we are more constructive on management than we are the industry they operate in. To 

clarify, cannabis is a tough business on its own, and the rules, regulations, taxes and other nuances around it, make 

it even more challenging. We do not expect that to change any time soon, however, none of that changes the fact 

that Vext has spent the past few years building a business(s) within the constraints of a difficult industry, and we 

think those efforts are now transitioning from sowing  to reaping, and we do not believe that the current valuation 

of the shares reflects their potential to reap. That is our basic view. However, we submit, there are risks to our 

conclusions, and those run the gambit from continued weakness in the Arizona market to risks associated with the 

maturation of the Ohio cannabis market, and a host of other well-seasoned risks associated with the treatment of 

cannabis at the federal level, which includes taxation. Those are not lost on us. We have considered those, and we 

still conclude, at current valuations, the shares are undervalued, and perhaps deeply undervalued.  As a result, we 

reiterate our allocation of 8, an allocation that is rare in our coverage universe, but we are also establishing a new 

(lower) 12-24 month price target of *$.60 based largely on the notion that we have no idea when/if Arizona is 

going to finally find a bottom, which has led us to more modest assessment of the future therein.         
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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 

Vext Science, Inc.     

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.     


