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We were a bit remiss in updating the CordovaCann research following their 2QF21 numbers (quarter ended 

12/31/20) but recall we had just updated the research about 60 days prior and to be honest, we are not sure 

this is about earnings just yet and we will address that further below.  That said, CordovaCann’s numbers 

for  2Q-F21 were largely in line with our estimates.  Specifically, revenues were $2.44 million versus our 

estimate of $2.5 million.  The operating loss was <$242,388> versus our estimate of <$215,449> and net 

income was <$475,516> versus our estimate of <$352,324>.  Most of that net income difference was related 

to non-cash interest expenses related to some of their financing. Keep in mind that the first two quarters of 

the fiscal year represented the Company’s first meaningful revenue quarters in history, so we feel good 

about the results relative to our estimates. In addition, looking at Q3F21 (ended March 31, 2021), we expect 

the quarter to be relatively flat despite having some additional stores that will contribute to the entirety of 

the quarter versus just a portion of 2QF21. To edify, while we have nothing to (specifically) back test this 

against as we understand it, the yearend (calendar) quarter apparently includes some typical retail 

seasonality.  To be honest, we did not anticipate that in our initial models, but we have made some 

modifications in that regard.  Again, we are not sure this is all about earnings just yet and we will explain 

why. 

 

Also, to segue just a bit, from a macro 

perspective, Canada’s Covid19 response 

has not been ideal, and we think many 

would argue that is a gross understatement.   

They have been in what seems like 

perpetual lockdown and have recently 

stepped up those efforts to address 

growing infection numbers.   We submit, 

we do not know what the impact of 

Covid19 has been on Canada’s cannabis 

industry.  In addition, since CordovaCann 

has operated exclusively within the scope 

of the pandemic, we also do not know how 

CordovaCann will perform outside of the pandemic.  We submit, we have been generally surprised at the 

resilience of the industry in the face of the pandemic and associated lockdowns, and in that regard, it has 

certainly performed better than many brick-and-mortar retailers.  That said, we think it is fair to say that 

Covid19 has had some negative impact on the industry and by extension CordovaCann, we are just not sure 

how to evaluate its magnitude. Regardless, we expect positive comparative bumps on the other side of the 

pandemic but until we get there, we are trying to model some muted results therein.         

 

Recall, over a considerable period of time the Company has had several starts and stops in terms of trying 

to acquire/add assets in the cannabis space.  We will not recount those here, but that trajectory changed 

when they opened their first dispensary in Ontario (Canada) in June (2020). As a side note, we would 

encourage readers who are not familiar with the detail of their entrée into Ontario, including the particulars 

of the Ontario market as well as the Star Buds brand they are advancing in Canada to perhaps revisit our 

initial coverage. That noted, the opening of that initial store was the first of a handful of retail rollouts the 

Company has completed in and around our initial coverage, as well as several others that are currently in 

the que.  Moreover, as we will also address briefly, they have also expanded into U.S. cultivation and 

processing markets (Oregon and Washington), and we anticipate further acquisitive growth as we move 

forward.  As a result of these new operating pieces, we believe the Company is currently operating near 

profitability and our expectation is they will continue to achieve increasingly improving financial 

performance in the near, intermediate, and longer terms. Moreover, we think that transition to profitability 

is a marked catalyst for CordovaCann. 
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As we suggested above, while we are encouraged by what we believe is a transition to positive earnings 

and cash flow, we have been a bit more focused on the process they are engaging to get there.  Specifically, 

the Company ended calendar 2020 with 5 dispensaries: 4 in Ontario and 1 in Manitoba.  Our modeling has 

assumed the opening of additional stores across Canada in conjunction with Company guidance therein.  In 

that regard, the Company has provided some updates on store openings in Alberta (4) and British Columbia 

(1) and for the most part, those openings look like they are scheduled to occur on average about 1 quarter 

later than we originally reflected and we have updated our model to reflect that timing.   On the other hand, 

the Company has also provided guidance for a third new store in Manitoba (scheduled July 2021) and two 

additional Ontario stores (May and June 20201 respectively), that we did not have in our model.  Looking 

at this from a distance, the three stores we did not model, should certainly make up for the timing we missed 

on the others, and should prove a net positive for both the near and longer terms.  We would add, the bulk 

of the delays have been related to permitting and associated issues that CordovaCann cannot control.  All 

said, we think the trade-offs delays versus unanticipated starts are in our favorable.            

  

In addition to the above, in our prior update, we addressed the Company’s progress in Oregon (USA), which 

we anticipated and have modeled both cultivation and processing contributions from.  To be clear, we do 

not have a great deal of confidence in the timing visibility of the Oregon assets, but those will obviously be 

data points we will refine as we move forward. However, we do believe the levels we are anticipating are 

within the reasonable potential of the enterprise.  That said, on March 1, 2021 the company announced 

another U.S. initiative:   

 

CordovaCann Corp., is pleased to announce that its wholly-owned subsidiary, Cordova WA 

Holdings, Inc., has completed the purchase of Extraction Technologies, Inc. ("Extraction 

Tech"), an arm's length Washington-based company that provides cannabis extraction 

services and end products to licensed cannabis operators and retailers in the State (the 

"Transaction"). Pursuant to the Letter of Intent announced on October 23, 2020, this 

acquisition will enable Cordova to provide manufactured cannabis products on both a white 

label and branded basis throughout the State of Washington. 

 

Extraction Tech, headquartered in Bremerton, Washington, manufactures a variety of 

cannabis derivative products via tolling agreements and white label manufacturing 

contracts. The business is expanding its customer base and product offerings and will 

continue to be led by the strong operational team that founded the business. 

 

The acquisition of Extraction Tech includes purchase of a 10,900 sq. ft. manufacturing 

building, processing equipment, and contracts with tolling and white label customers. The 

consideration for the Transaction is three million (3,000,000) common shares of the 

Company issued upon closing and five hundred thousand (500,000) common shares of the 

Company for every $125,000 US dollars in EBITDA generated by Extraction Tech during 

the 12-month period beginning on the 3-month anniversary of the Closing Date and ending 

of the 15-month anniversary of the Closing Date (the "Earnout Payment"). The maximum 

Earnout Payment that can be earned by Extraction Tech is four million (4,000,000) common 

shares, which will be earned if the business generates $1,000,000 US dollars or greater in 

EBITDA over that 12-month period. 

 

"We welcome the Extraction Tech team to the Cordova family and are excited to enter the 

Washington market through this very attractive acquisition," said Taz Turner, Chairman 

and CEO of Cordova. The contracts that have been assembled by Extraction Tech position 

it for strong growth in the near-term and we anticipate the acquisition to be immediately 

accretive for Cordova. We look forward to expanding in Washington in the near future." 
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Recall, we referenced this particular transaction in our prior update, but we noted that we were not inclined 

to try to evaluate or model it until it actually closed.  That said, we have included some modest near term 

contribution from the business, but, like Oregon, we expect to make modifications to those assumptions as 

visibility improves.  We would add, the Company recently announced another Washington state transaction 

involving a cultivation and production enterprise.  As with the prior Washington transaction, we would 

prefer not to start making contributions to our model until the transaction closes but would expect the piece 

to be accretive in that event.  Here again, we will address that as definitive agreements are completed.       

 

Lastly, in mid-February (2021), CordovaCann raised just under $2 million via an equity sale of roughly 6.2 

million shares of stock.  Succinctly, raising capital has proven challenging for the Company at points in the 

past, but in our view, aside from the obvious working capital benefits of additional cash, we think this 

relative success in the capital markets reflects accelerating confidence in and validation of the business.  

From another perspective, we think the Company is likely to continue to evaluate acquisition targets, which 

may depend at least in part on continued access to capital markets.            

 

To summarize, we think CordovaCann has progressed in reasonable proximity to the path they laid out for 

us prior to our initiation. That progress has brought them to what we believe should be incremental 

profitability, which is always a welcome place for small emerging microcap companies and selfishly, the 

lonely analyst(s) trying to cover them.  That said, as we alluded to above, while we are certainly interested 

in seeing them earn money, we are particularly encouraged by their ability to execute and integrate the 

strategy in relative proximity to the plan because we think that validates both the plan itself as well as the 

people executing it.  On the other hand, we submit, store to store visibility remains challenging, and in fact 

we have pared back some of our original assumptions, which we will modify as more data emerge.  As a 

result, for now, we reiterate our 12-24 month price target of US$.56 as well as our allocation of 4.  However, 

we would add, we are becoming more constructive on the story as the business emerges, and we think the 

transition to profitability speaks to an improved risk profile and a basis for better valuations so we will 

likely revisit our allocation/target assumptions in the near term.  
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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 

CordovaCann.  

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.   

CordovaCann has paid fees to present at an investor conference co-sponsored by Trickle Research. 

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. 


