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We initiated our coverage of CordovaCann (“Cordova”) about 15 months ago (August of 2020), and while 

the stock has been a bit sleepy, it has also quietly advanced about 50% from our initiation price. In our 

view, that has been appropriate because over that period, some of the pieces we identified in the initiation 

have come together, and as a result, our basic view is that the Company is beginning to generate operating 

momentum and in conjunction, visibility is improving. Each of those is typically a contributor to better 

valuations. 

 

While we think operating visibility is improving, we also must admit, the Company has a handful of moving 

parts and some nuances therein, that we think may not be well understood.   That noted, we think it makes 

sense to break down the operating parts to provide some added clarity.  

 

To recap, the Company’s initial focus has been on acquiring, developing and operating retail cannabis 

dispensaries in Canada. That pursuit included the Company purchasing what were essentially the Canadian 

rights to a brand called Starbuds. Starbuds is a successful U.S. dispensary brand located primarily in 

Colorado, and the notion was/is that a branded approach in the retail cannabis space may be advantageous 

on multiple levels.  Succinctly, when we initiated the coverage, the Company had 2 of these locations up 

and running, and the goal has been to add others. To that end, they closed the fiscal 2021 year (ended June 

30, 2021) with 7 stores.  their first fiscal 2022 quarter (ended September 30, 2021) ended with 11 stores, 

and we believe they will end the second fiscal 2022 quarter (ended December 31, 2021) with 15 (perhaps 

16) stores.  The graphic below from their most recent presentation provides a bit of color with respect to 

the 11 open stores at the end of 2Q-F22 (September 2021).  The graphic shows 9 stores, however, 2 stores 

(those we highlighted below) were added after the drafting of the presentation but just prior to the end of 

the quarter.      

 

Table 1. 

 
  

In retrospect, as we have noted in prior coverage, the rollout of these stores has included some stops and 

starts, largely around permitting/licensing, but in the aggregate, they have executed on their Canadian retail 

plan in reasonable proximity to expectations.  Further, as the illustration above references, they have other 

sites in the que, which effectively make up most of our assumptions regarding 15 or 16 stores open by year 

end (one of which is already open).  

 

The above noted, the Company provides the following store metrics, which provide a sense of the 

economics associated with adding stores.  



 

 
3 

 

Table 2. 

 
 

 

To briefly summarize the retail operations, we think the rollout of that portion of the business has gone well 

in the aggregate, and as the Company has suggested along the way, we think the identified portion of that 

business (the 17 stores noted in Table 1.) will provide the Company with positive EBITDA and by our 

estimates, positive net income. To be clear, it is a marked milestone for any company to achieve the basis 

for consistent profitability because it removes the specter of increased dilution to keep the doors open. 

Having analyzed and covered hundreds of small emerging public companies over the years, that is a 

milestone that in our view is hard to overstate. We would add, the Company has indicated in prior 

presentations that they believe they can rollout perhaps as many as 75 stores across Canada over the next 3 

years.  That may or may not be the case, however, our current model reflects only the 17 addressed here, 

so we will adjust that assumption as more visibility on other stores becomes available, but again, we are 

not modeling that. Ostensibly, additional stores would provide a basis to raise our estimates.   

 

On the macro level, cannabis sales in Canada have been experiencing marked growth over the past several 

quarters.  That is good news for Cordova: 

 

Table3. 

 
Cannabis sales in Canada set 6th straight monthly record in August (mjbizdaily.com) 

 

While the Canadian sales growth has been strong since the legalization of recreational cannabis (Q4 2018), 

we submit, those numbers have been aided by a proliferation of retail outlets across the country.  Recall, 

one of the issues that attracted us to Cordova’s opportunity was its initial entree into the Ontario market.  

https://mjbizdaily.com/cannabis-sales-in-canada-set-6th-straight-monthly-record-in-august/
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To reiterate, at that time Ontario, which is Canada’s most populous province, had one of the country’s lower 

saturations of retail stores. Cordova’s willingness to add new stores will be impacted by a host of variables 

including retail saturation/competition, ongoing margins (product pricing), regulatory changes and others. 

We concede, any/all of these may provide headwinds for the Company’s Canadian retail operations and as 

such, same store sale metrics will remain cogent.  However, all things considered, we believe they will 

indeed add stores beyond our current assumptions, and (in the context of our same store sales caveats) we 

think those could reasonably provide added valuation legs to our current model and targets. 

 

We would add one further point with respect to the Canadian retail operations and our modeling of the 

same. It is important to recognize that while it may be too early to determine the longer term “normalized” 

performance of the Company’s individual stores, as we sit here today, while we believe all are additive 

some of these stores perform substantially better than others. More specifically, some of these stores 

perform significantly better and others significantly worse than the CAN$2.5 million run rate example 

reflected in the Company’s store analysis in Table 2. above.   As with most retail establishments, that reality 

is probably driven largely by location, but there are certainly other factors that impact that as well. Part of 

our challenge as analysts is to identify and reflect those nuances one store to the next, but in general, that 

variability makes the analysis and associated modeling more difficult. The variability is one of the reasons 

we are a bit hesitant to make assumptions about Cordova adding new stores.  Our sense is that in a “perfect 

world”, they would add stores that they believe can achieve the metrics in line with Table 2. above. We are 

not sure how additional stores will get added, but we are comfortable suggesting it will not be “perfect”.  

Put another way, we would rather wait to add those assumptions to the model when we have a bit more 

clarity on what those stores might look like.           

 

To reiterate, while still early in its development, Cordova’s Canadian retail operations are the Company’s 

“legacy” business.  However, as we noted in the initial coverage, prior to its entree into Canadian retail, the 

Company evaluated and attempted to acquire a handful of other cannabis-based enterprises, and some of 

those were U.S. based businesses. We think it is fair to say that the Company has always been focused at 

least in part on the U.S. market, and its two developing assets in Washington and Oregon are perhaps the 

front end of that pursuit. That said, we are not sure the street fully understands the potential contribution 

from these assets, so we are going to try to briefly delineate that. 

 

 

- Oregon 

 

Again, prior to establishing its Canadian retail operations, the Company attempted to engage several 

transactions in the space that they ultimately could not close. The current Oregon operation (referred to as 

“Cannabilt”) is one of those they were able to close but were not able to advance as quickly as they had 

planned.  

 

The Oregon operation is in Clackamas, Oregon (16 miles southeast of Portland), and includes an established 

cultivation business that has operated since 2016.  Aside from processing operations, the 6-acre campus 

also includes 700 square feet of indoor grow space.  Cordova is in the process of adding 4 greenhouses as 

well as expanding the extraction and manufacturing footprint. 

 

CordovaCann originally purchased a 27.5% interest in the business in April 2018 and acquired the balance 

in June 2019.  Succinctly, the Company was impeded from advancing the operation in part because of 

delays in getting the necessary licenses.  Anecdotally, companies waiting on the letting of cannabis licenses 

is not atypical either in Oregon or elsewhere, but we suspect the delay in this case may have also been 

related to government processes being compromised by the pandemic. Whatever the case, the Company 

finally received the cultivation license in November 2020. We would add, in August (2021), the Company 
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executed a sale leaseback on the property in the amount of US $2.2 million.  The release around the 

transaction notes that the proceeds from the sale will “be used to retire debts related to the Property and 

to finance the planned expansion at Cannabilt. A total of US $600,000 of the purchase price has been 

placed in escrow by the buyer to allow Cannabilt to complete its buildout of the facility”. Clearly, setting 

aside licenses, we think it is reasonable to suggest that access to capital also played a role in getting 

Cannabilt operational.          

 

With much of the heavy lifting now behind them, the Company is preparing to ramp Cannabilt in terms of 

both cultivation and processing, (although we would add, they are still waiting on their processing license, 

which they anticipate soon).  Here are a few key bullet points around that ramp, as well as some metrics 

that will help delineate the potential contributions.  

 

While the existing cultivation footprint is just 700 square feet (indoors) the expansion calls for 4 additional 

greenhouses for a total of 8,800 of added canopy. This additional cultivation space will bring the Company 

close to the 10,000 square foot limit provide by the cultivation license we noted above.   While the existing 

700 feet is currently contributing to Cordova’s operations, they anticipate that the new facility’s first harvest 

should occur in the March 2022 quarter, so we are modeling initial revenues from that harvest in the June 

2022 quarter (Q4-F22).  

 

As referenced, once fully operational Cannabilt, will provide contributions from both the cultivation and 

the processing portions of the facility, and we expect each to be measurable. for perspective, at full 

utilization of the new build-out, we are currently modeling the Cannabilt campus to contribute annual 

revenues in the CAN$6 million range, with blended margins in the 35% to 40% range. Obviously, that 

would provide a significant boost to Cordova beyond the current retail footprint.  There are however some 

nuances to that assumption that require mention.   

 

First, the performance of the Cannabilt campus will depend on several variables, some that the Company 

can control and others that they cannot. For instance, because this is a new endeavor for the Company, we 

do not have data to backtest in terms of the yields they may or may not be able to achieve in either their 

cultivation or their processing. For our purposes, we have attempted to use metrics that we have gathered 

along the way from prior comparative analysis we have done in the space. Their results may differ from 

our assessments therein, and variables of that nature can markedly impact results. We will monitor those as 

we move forward, but again, we think we have used metrics that are congruent with other similar operations.  

That said, there are other cogent variables that they will likely have little control over but will measurably 

impact their results. Further, some of those variables such as flower and distillate pricing have proven to by 

quite volatile in the past.  

 

Second, while we have tried to simplify our initial modeling of Cannabilt, we think the facility’s 

opportunities are likely more open-ended than we are assuming here.  For instance, on the processing side, 

we have modeled a tolling approach much like the current Washington operation. However, we think there 

are opportunities for them to add value to that segment that could result in better margins in terms of current 

capacity. Further, we think they could expand processing capacity as well.  Again, these are additional 

valuation legs that we think hold potential, but we are not assuming at this point. we will revisit these as 

relevant data points emerge. 

 

- Washington 

 

The Company’s Washington state operations are in Bremerton, Washington which is west of Seattle. The 

transaction with Extraction Tech (“Extraction”), was entered into in October 2020 and closed in March 

2021. Extraction was/is a tolling and white label cannabis processor. Since the time of the acquisition, 
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Cordova has been adding to/enhancing the production capabilities of the facility. While we believe the 

facility made a modest contribution in 4Q-F21 (ended June 30, 2021) and will do so again in Q1-F22 (ended 

September 30, 2021), we believe they are in the process of marketing their toll services to larger cultivators, 

which would drive the utilization of the facility. To that end, the purchase agreement associated with the 

transaction included EBITDA performance clauses and we have built our tolling revenue assumptions 

around the thresholds of that agreement. More specifically, we are modeling a sales ramp for the current 

quarter 2Q-F22 (ended December 31, 2021) but are looking to 3Q-F22 (ended March 31, 2022) for a full 

utilization contribution, which we think is around 5,000 pounds per month.  We would add, as we 

understand it, the facility capacity could be increased to 12,000 pounds per month with minor additions, if 

they can identify additional demand.  Like the Oregon facility, we expect the Washington asset to make 

measurable contributions to the whole beginning (largely) in calendar 2022. 

 

To summarize, since our initiation (and frankly prior to that as well) CordovaCann has had its share of stops 

and starts, but management has persevered and has been able to assemble some pieces that are beginning 

to bear fruit. As we noted above, we believe the Company is at or very near profitability (and resulting 

positive cash flow), which is a milestone that changes the complexion of the Company.  Further, while we 

had originally modeled this a bit earlier, the Company is now positioned to begin adding contributions from 

its U.S. operations in Oregon and Washington, which we think will be measurable in terms of both added 

revenues and profitability. In short, we think the current level of business consisting of 16 Canadian retail 

dispensaries, cultivation and processing in Oregon and toll processing in Washington, provide a reasonable 

basis for our current price targets.  However, as we discussed, we think each of these segments remain 

open-ended and will likely develop growth that we are not modeling just yet. In other words, we think there 

is potential for added valuation catalysts from the existing footprint. That said, we fully expect the Company 

to continue looking for strategic and/or accretive pieces to add as they move forward.  The question will be 

how and how much they pay for them, but in that regard, we believe their improving operating and resulting 

financial posture should improve their leverage.  

 

We reiterate our allocation of 4, as well as our 12-24 month price target of US$.56.  We will revisit each as 

new data points emerge.                   
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Projected Operating Model 

 

 



 

 
8 

 

 

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. 


