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“The Valens Company is a global leader in the end-to-end development and manufacturing of
innovative, cannabinoid-based products. The Company is focused on being the partner of choice for
leading Canadian and international cannabis brands by providing best-in-class, proprietary
services including CO2, ethanol, hydrocarbon, solvent-less and terpene extraction, analytical
testing, formulation and white label product development and manufacturing. Valens is the largest
third-party extraction Company in Canada with an annual capacity of 425,000 kg of dried
cannabis and hemp biomass at our purpose-built facility in Kelowna, British Columbia which is in
the process of becoming European Union (EU) Good Manufacturing Practices (GMP) compliant.
The Valens Company currently offers a wide range of product formats, including tinctures, twopiece caps, soft gels, oral sprays and vape pens as well as beverages, concentrates, topicals, edibles,
injectables, natural health products and has a strong pipeline of next generation products in
development for future release. Finally, the Company’s wholly-owned subsidiary Valens Labs is a
Health Canada licensed ISO 17025 accredited cannabis testing lab providing sector-leading
analytical services and has partnered with Thermo Fisher Scientific to develop a Centre of
Excellence in Plant-Based Science.” Company website 12/17/19

All Amounts are in CAD unless mentioned otherwise!
December 16, 2019 ($2.38) Revenue guidance announced
Announces revenue guidance for the recently completed fourth quarter of 2019 in the range of $27
million – $30 million, a significant increase over its third quarter 2019 revenue of $16.5 million.
November 21, 2019 ($2.54) Some insider activity reported
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November 19, 2019 ($2.37) Initiated a ~0.66% position at ~$2.37
Two-Minute Drill and Quick Thesis:
Fully diluted shares at August 31, 2019 was 128M. The fully diluted market capitalization is $303.4M
USD.
This is a speculative investment, as are most pure play cannabis companies currently. Our thesis is
basically a pure play cannabis investment, with a company that is an extraction company for cannabis
and hemp. They have the 3rd largest extraction capacity in Canada.
Higher revenues and volumes are expected to accelerate in 4Q19, with Canada’s approval of allowing
edibles and extracts (Cannabis 2.0). The company claims to not use any additives that have been
thought to cause the crisis (vitamin E). Yet, this is a work-in-progress, and of course, vaping could be
deemed to be permanently dangerous. Our thesis is the crisis is contained, and not affected by proper
processes. The company claims that vaping is not integral to their long-term business plan.
They claim to have a diverse extraction process. This will allow customers to target and customize
their consumer experiences, be it CBD, Terpenes or THC.
Insiders own over 27% of the common stock. I like seeing management have skin in the game.
The company has an agreement with Thermo Fisher Scientific (TMO). I need to look closer at this. I
looked at the most recent 10-Q, and conference call for TMO, and saw no mention of Valens.
Although the company has declined to give estimates, there are several analysts providing estimates.
The projected revenues are $54.25M for F2019, $171.05 for F2020, and $231.20 for F2021. I am not
projecting revenues, nor earnings per share at this point. The current market cap of $303.4M USD
would be a forward price to sales ratio of 2.37X for F2020 ($171.05 *.75 CAD conversion to USD), and
1.75X for F2021 ($231.2 *.75 CAD conversion to USD).
Analysts also project F2020 earnings per share of $0.35 CAD ($0.2625 USD), and F2021 earnings per
share of $0.52 CAD ($0.39 USD). This would lead to a forward F2020 price earnings ratio of 9.03X,
and a forward F2021 price earnings ratio of 6.08X.
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As in all our cannabis research, we expect eventual world-wide legalization of cannabis, like the
alcohol industry today. Canada is the first G-7 nation to legalize cannabis, and we expect other G-7’s
to follow suit, including the USA.
Again, this is a speculative investment, in a speculative industry, and cannabis is Federally illegal in
the USA. The company could have execution risks, which are also inherent in the industry. The
industry is in its infant stages, and there could be several catalysts to increase the share price over
time. These catalysts could include legalization in the USA, changes in laws of a Canadian company
selling to States in the USA, greater acceptance of cannabis as a long-term future industry in the USA
and the world.
November 19, 2019 ($2.34) Initial look at company
The company emphasizes extraction and white label manufacturing services. White label
manufacturing is when a company (Valens) manufactures a product, and the customer rebrands and
sells that product.
Company reported its annual extraction capacity to 425,000 kg with plans to increase this to over
1,000,000 kg.
Valens announced that construction has commenced on its recently acquired adjoining facility in
Kelowna, British Columbia. This new facility will expand the company’s white label capacity to
include capsules, vaporizers, topicals, edibles and concentrates.
$69.2 million in cash and cash equivalents and short-term investments and a net working capital
position of $84.1 million as at August 31, 2019.
26,625 kilograms of dried cannabis and hemp biomass was processed in the third quarter of 2019, a
212% increase over the second quarter of 2019. The Company has already processed 13,423 kilograms
of biomass in the first 45 days of the fourth quarter. During the early part of the quarter we worked
with a number of our clients to process smaller, higher revenue white label product lots in preparation
for the launch of edibles and concentrates later this year. This is anticipated to result in higher
revenue per gram of input compared to previous quarters. Volumes are expected to accelerate into the
back half of the fourth quarter, particularly as we begin to process larger white label lots for sale in
2020 and resume the processing of our previously announced contracted volumes.
The company indicates its business is 50% cannabis, and 50% hemp. The company claims this will
fluctuate from quarter to quarter.
The company was asked for and replied there is no revenue guidance being given.
On October 15, 2019, the Company granted 445,000 options to purchase common shares of the
Company exercisable at a price of $2.79 per share and expiring on October 14, 2024, to certain new
employees as the Company continues to strategically build out its leadership team. The options vest
quarterly over a three-year period and are granted pursuant to the terms of the Company’s stock
option plan, subject to regulatory approval.
Valens has entered into extraction and White Label manufacturing partnerships.
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During the 3rd quarter and subsequent to that, Valens entered extraction and white label services for
the following companies:
1. Tilray Inc. – expanded their agreement by 300% to offer extraction services of 60,000 kg.
They also added white label manufacturing services.
2. Shoppers Drug Mart – Valens signed an agreement to become the first third party
processor to supply Shoppers Drug Mart with cannabis oil products for their online medical
cannabis site.
3. Iconic Brewing - the Company signed its first beverage agreement with Iconic Brewing to
manufacture 2.5 million cannabis beverages over the term of the 5-year agreement.
Valens reported 3Q19 revenues of $16.4M. Revenues for the 9 months ended August 31, 2019 were
$27.5M.
Gross margin was 77.8%.
On August 31, 2019, current assets were $88M, with total liabilities of $3.9M.
Shareholders’ equity was $120.45M. Tangible equity was $107,243,503.
Property, plant and equipment was $23.1M.

4

Fully diluted shares outstanding at August 31, 2019 was 126,580,551.
Related party transactions, other than compensation are not material.
Davidson & Company LLP is the external auditor of the Company. I am not familiar with this firm.
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Figure 1 - October 2019 Presentation
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Figure 2 - October 2019 Presentation
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Figure 3 -October 2019 Presentation

DIRECTORS AND OFFICERS
Tyler Robson – Chief Executive Officer, Director
Chris Buysen – Chief Financial Officer, Director
Chantel Popoff – Chief Operating Officer
Jeffery Fallows - President
Chris Irwin – Director
Nitin Kaushal – Director
Ashley McGrath – Director
Deepak Anand – Director
Officer compensation, as per a September 2019 filing does not seem excessive. CEO, Robson received
$630K. Most other key personnel received substantially less, typically under $100K.
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Figure 4 - October 2019 Presentation

Company ownership structure as of September 2019 Most recent filing at this time:
Name

Shares controlled

% of Outstanding Shares

1009368 BC Ltd.

15.97M

Tombe
Gervais
Robson CEO
Buysen CFO
McGrath Director

6.72M
5.55M
5,31M
152,300
245,000

13% (calculated on non-diluted
shares of 123.2M)
5.49%
4.54%
4.31%
0.12%
0.20%
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Disclaimer
If you are a client of ours and if you have questions regarding the company or
investment mentioned in this report, please call our office. If you are not a client of
Redfield, Blonsky & Starinsky LLC Investment Management Division and are reading
these notes, we urge you to do your own research. We will not be responsible for any
person making an investment decision based on these notes. These notes are a "byproduct" of our research. We are not responsible for the accuracy of these notes. We
are not responsible for errors that may occur in these notes. Please do not rely on us to
monitor or update this or any other report we may issue. In theory, we could come
across some type of data or idea, which causes us to eliminate our long or
short position of the company or investment mentioned in this report from our
portfolios. We will not notify reader’s revisions to these notes. We are not responsible
to keep readers of these notes updated for changes or material errors or for any reason
whatsoever. We manage portfolios for clients, and those clients are our greatest
concern as it relates to investing. Certain clients of Redfield, Blonsky & Starinsky LLC
may not have the company or investment mentioned in this report in their portfolios.
There could be various reasons for this. Again, if you would like to discuss the company
or investment mentioned in this report, please contact Ronald R. Redfield, CPA, PFS
(partner in charge of investment management division).
Information herein is believed to be reliable, but its accuracy and completeness cannot
be guaranteed. Opinions, estimates, and projections constitute our judgment and are
subject to change without notice. This publication is provided to you for information
purposes only and is not intended as an offer or solicitation. Redfield, Blonsky &
Starinsky. LLC and Ronald R Redfield, CPA, PFS, may hold a position or act as an
advisor on any investments mentioned in a report or discussion.
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