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MEDIPHARM LABS CORP. TSXV:LABS
(Currency is C3, unless noted otherwise) First $10M Oil Shipments Gives a Taste of Lucrative
Last Price (as at close 18-Jan-2018) $1.96
Rating N/R Future
Target Price N/R
52 Week High . ) $2'?16 On January 16, 2019, MediPharm Labs Corp. announced that its first oil
Sfazzzlih\:re Price % 52-week high $8132/6 shipments were sold in December for $10M. This follows a news release on

Current Share Price % 52-wock low 163 Novembpr 12, 2018, when the Company it had 180 kg of cannabis
30-Day Average Daily Volume 5007k  €xtract in inventory. As well, on January 10, LABS repprted t'hat .they had
30-Day VWAP $1.,72 purchased an addl'tlonal 1,600 kg of .drled product, implying quick inventory
Company Headquarters Barrie, ON, Canada turnover and material revenue, booked in Q4/18.
Company Website www.medipharmlabs.com Other Recent News
CAPITALIZATION Basic Diluted
Shares Outstanding (M) 97.5M 131.6M o Solid start for 2019 — MediPharm Labs signs a three-year extraction
Market Capitalization ($M) $191.1 agreement with TerrAscend Corp (CSE:TER, $5.96 | N/R). Under the
Enterprise Value ($M) $186.7 terms of the agreement, TerrAscend will supply bulk quantities of dried
Cash Balance ($M) $6.4 cannabis to MediPharm for processing, on a fee for service basis, into
Total Debt ($M) $2.0 cannabis resin or other premium products, derived from cannabis oil.

RELATIVE VALUATION EV/Revenue EV/Revenue TerrAscend is currently operating an ~18,000 sq. ft facility in Mississauga,

2019E 2020E ON, yielding ~1,000 kg annually. TerrAscend is presently in the process of

MediPharm Labs Corp* 1.7x 1.1x building out an additional 41,000 sq. ft, which is expected to yield between
Oil Extractors** 11.4x 5.2x 1,500 — 2,000 kg.

CAN-Based Major Cultivators 11.5x 8.1x . . .
CAN-US Based Operations 5 8x 1.8x e On December 24, MediPharm completed Phase I of its expansion,
**(TSX:NEPT & CNSX:CURA) increasing annual production capacity to 150,000 kg from 100,000 kg.
MANAGEMENT TEAM With the expansion, the Company has added two additional extraction lines,
Patrick McCutcheon President & CEO which can produce up to 6,500 kg of resin annually (equivalent to about
Christopher Hobbs CFO 9.7M vape pens), bringing the facility to a total of five extraction lines. The
David Mayers o0 Company is anticipating regulatory approvals from Health Canada to further
Sybil Taylor CMO increase its production capacity to 250,000 kg, which is expected to be
Keith Strachan VP Business Development completed by Q2/19. The completion of Phase 2 in Q2/19 should further
strengthen MediPharm’s extraction capacities in Canada and positions the
Management and Insiders (9.5%), Mirae Asset Global Company to meet the significant demand for cannabis oil in Canada.
Investments (1.1%) Valuation

MediPharm Labs: Share Price Performance
$2.60 1600K e Trades at a discount to peers. Based on our preliminary revenue estimates
$2.40 1,400K of ~$110M for 2019 (25% utilization), the Company trades at a 1.7x EV/

$2.20
$2.00
$1.80
$1.60

revenue multiple, compared with oil extractors, Canadian majors, and U.S.
based peer companies, which trade at a consensus average of 11.8x, 11.4x,
and 2.8x 2019E, respectively. For the following year, once the expansion is
5140 complete, if we assume 25% utilization of 150,000 kg dry flower capacity,
s1.20 this implies potential revenue of $165M for 2020; once again equating a
$1.00 - discount to peers, implying a multiple of 1.1x, (same peers), which trade at
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R A A P HIar c 5.4x, 8.2x, and 1.8x 2020E, respectively.
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Figure 1: Milling Dried Flower
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Figure 2: Cannabis Extract

Source: Capital 1Q

Company Description LABS focuses on cannabis
oil extraction. The Company operates a cGMP
facility and ISO-9000-rated laboratory clean
rooms in Barrie, Ontario. Due to its differentiated-
focused  extracts-only  business strategy,
MediPharm acts as a strategic partner to any LP,
providing both white-label production and contract
processing. LABS is expanding globally and is
currently developing an extraction facility in
Australia, expected to be completed in 2H/2019.

Source: Company Reports Source: Company Reports
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https://ir.medipharmlabs.com/press-releases/detail/29/medipharm-labs-corp-receives-sales-licence-from-health
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About MediPharm & Recent Developments in the Market

o LABS is focused exclusively on the extraction of cannabis oil, a high-margin, high-growth segment of the cannabis
industry. Cannabis oils have emerged as a preferred basis for consumption due to their safety, precise dosing, and lasting shelf-
life, compared to dried flower. These advantages have been driving strong growth of cannabis oils within Canada and globally.

e According to a from BDS Analytics and ArcView Research, retail THC/CBD concentrate sales are projected to
reach US$8B annually by 2022. Based on data provided by , medical extract sales grew 32% from 3,374 kg sold in
April 2018, to 4,455 kg sold in September 2018. We believe once recreational edibles sales begin on October 17, 2019, the growth
of extract sales should significantly increase.

e MediPharm has multiple sales agreements including the largest wholesale transaction for cannabis oil with Canopy
Growth Corporation (TSX:WEED, $57.80 | N/R). Canopy Growth has committed to purchase a minimum of 450 kg of cannabis
oil with an option to acquire an additional 450 kg over 18 months. The Supreme Cannabis Company (TSXV:FIRE, $1.72) has also
committed to supply LABS with 1,000 kg trim annually for extraction and production of cannabis oil. The Company will retain a
processing fee for extracting the oil.

Figure 3: Overview of MediPharm Supply Agreements

Company Ticker Duration Commitment (kg) Announcement Date
TerrAscend Corp CSE:TER 3-years Not disclosed 10-Jan-19
Canopy Growth TSX:WEED 1.5-years 450 kg + 450 kg option (extract) 29-Nov-18
Supreme Cannabis TSXV:FIRE 3-years 1,000 kg annually (dried biomass) 14-Nov-18
Emerald Therapeutics Inc. TSXV:EMH 3-years Not disclosed 10-Oct-18
UP Cannabis Inc. TSXV:HIP Not disclosed 1,200 kg (dried biomass) 24-Sep-18
INDIVA Limited TSXV:NDVA  3-years Not disclosed 04-Sep-18
Bonify (6779264 Manitoba Inc.)  Private 1-year Not disclosed 02-Aug-18
James E. Wagner Cultivation TSXV:JWCA  3-years Not disclosed 31-Jul-18

Source: Company Reports

Weak Canadian cannabis roll-out a positive for cGMP’s widely shown in publications, such as the
and there remains many shortfalls in the Ontario Government’s cannabis rollout plans for Ontario.

« Firstly, all cannabis products in Ontario were bottlenecked through one government entity that acted as a supply and distribution
centre, the Ontario Cannabis Store (OCS). The result since legalization was that it proved to be just inconvenient as one could
imagine. Aside from a poorly functioning website, customers have been commonly complaining of poor-quality product (old &
dry bud, faint smell, bad taste), a lack of transparency (where the cannabis is sourced from & THC strength levels with wide
ranges — such as 10-15% THC), and issues with delivery. In our view, by comparison, the likelihood of these negative by-products
occurring in a medical-licensed facility (licensed producer) is far lower. A medical patient has significantly more choice for
different licensed producers & product.

« Secondly, in terms of retail store distribution, the Ontario government recently confirmed plans for 25 initial stores in the province
using a lottery system for communities with populations of 50,000 or more. As of January 14, 2019, the first five cannabis retail

locations have been in the Ontario east region, with an additional 20 in the rest of Ontario. For reference, the companies/
individuals selected have five days to start an application for a retail operator license. In our opinion, the main takeaways from this
are;

1) These applications are early stage and it should take several months for anything to be built/converted/start up, and;

2) There is a high likelihood, unless the federal and provincial government change their plans, we believe that it could
potentially take another 1-2 years before supply meets demand, primarily due to lack of distribution and

sluggish retail store rollout For reference, California, a State with a population ~2.8x Ontario, has retail and
distribution licenses, which implies that Ontario could support 291 retail and distribution licenses.

 Importantly, Health Canada that as at September 2018, there is 101,720 kg of cannabis stored in vaults across Canada. As
such, there is plenty of opportunity for more supply agreements to MediPharm, as licensed producers continue to look for creative
ways to sell their growing inventories.
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https://www.cannabisbusinesstimes.com/article/bds-arcview-report-concentrates-sales-market-growth/
https://www.canada.ca/en/health-canada/services/drugs-medication/cannabis/licensed-producers/market-data.html
https://www.theglobeandmail.com/cannabis/article-let-the-grocery-chains-fix-canadas-cannabis-supply-mess/
https://www.washingtonpost.com/world/the_americas/canada-legalized-pot-in-october-but-its-black-market-is-still-going-strong/2019/01/04/ca09a3b0-fe53-11e8-a17e-162b712e8fc2_story.html?noredirect=on&utm_term=.f9c2f82dbc94
https://www.washingtonpost.com/world/the_americas/canada-legalized-pot-in-october-but-its-black-market-is-still-going-strong/2019/01/04/ca09a3b0-fe53-11e8-a17e-162b712e8fc2_story.html?noredirect=on&utm_term=.f9c2f82dbc94
https://www.ctvnews.ca/canada/cannabis-report-card-how-s-the-legal-pot-regime-working-for-canadians-1.4215526
https://agco.ca/cannabis/expression-interest-lottery-selection-results
https://www.newcannabisventures.com/detailed-look-at-815-california-cannabis-retail-licenses/
https://www.canada.ca/en/health-canada/services/drugs-medication/cannabis/licensed-producers/market-data.html
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o Although we expect sales to increase once Ontario begins retail operations on April 1, 2019, we anticipate the impact on overall
distribution to be minimal in the near term. As a result, MediPharm should continue to benefit from these shortfalls in the
procrastinated rollout of retail stores by the Ontario government which has resulted in weak distribution, primarily since the
Company manufactures and distributes medical-only product using white-labelling and contract processing. Regardless, once
the legalization of edibles occurs (set for October 17, 2019), MediPharm is ready and already many steps ahead.

Figure 4: Overview of MediPharm’s Supercritical CO, Extraction Technology
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Source: Company Reports

Figure 5: MediPharm Extraction Clean Room

Source: Company Reports

Source: Company Reports

Figure 6: Left: Keith Strach (VP Business Development,
Right: Patrick McCutcheon (President and CEQ)
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Important Disclosure

Smallcappower.com is owned and operated by Ubika Corporation whose divisions include Ubika Research and Ubika Communications. Ubika Corp. is a wholly owned
subsidiary of Gravitas Financial Inc. The following terms and conditions (“Terms of Use”) govern the use of this website (“site””) www.SmallCapPower.com. By
accessing this site, you agree to comply with and be legally bound by the Terms of Use as set out herein. Ubika reserves the right to seek all remedies available at law
and in equity for violations of these Terms of Use, including the right to block access from a particular internet address to our site.

Disclaimer

Ubika Corporation and its affiliates or partners will seek to provide services to companies mentioned on the smallcappower.com website. Hence, all information
available on smallcappower.com should be considered as commercial advertisement and not an endorsement, offer or recommendation to buy or sell securities. Ubika
Corporation and its related companies (including its directors, employees and representatives) or a connected person may have ownership/stock positions in, or options
on the securities detailed in this report, and may buy, sell or offer to purchase or sell such securities from time to time.

Ubika and/or its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities and/or commodities and/or
commodity futures contracts in certain underlying companies mentioned in this site and which may also be clients of Ubika’s affiliates. In such instances, Ubika and/or
its affiliates and/or their respective officers, directors or employees will use all reasonable efforts to avoid engaging in activities that would lead to conflicts of interest
and Ubika and/or its affiliates will use all reasonable efforts to comply with conflicts of interest disclosures and regulations to minimize the conflict.

Specifically all companies mentioned or listed as “Analyst Covered Companies™ at smallcappower.com and which are shown under the heading “Analyst Covered
Companies” on the page: http://www.smallcappower.com/companies have entered into a commercial relationship with Ubika Corporation or our affiliates for capital
market services and have paid fees and/or shares or stock options or warrants for being featured and mentioned in smallcappower.com. Hence these “Analyst Covered
Companies” at smallcappower.com are shown at the website as an advertisement only and any mention of these companies does not and will not constitute an offer to
buy or sell securities in the featured companies. Ubika Corporation, its affiliates or partners will seek to provide services to companies mentioned in
smallcappower.com website. Hence, all information available on smallcappower.com should be considered as commercial advertisement and not an endorsement, offer
or recommendation to buy or sell securities.

Ubika Corporation and its divisions Ubika Communication and Ubika Research (collectively, “Ubika™) are not registered with any financial or securities regulatory
authority in Ontario or Canada, and do not provide nor claims to provide investment advice or recommendations to any visitor of this site or readers of any content on
this site.

The information on this site is for informational purposes only. This site, including the data, information, research reports, press releases, findings, comments, views and
opinions of Ubika’s analysts, columnists, speakers or commentators, and other contents contained in it, is not intended to be: investment, tax, banking, accounting,
legal, financial or other professional or expert advice of Ubika or its affiliates, or a recommendation, solicitation or offer by Ubika or its affiliates to buy or sell any
securities, futures, options or other financial instruments, and such information should not be relied upon for such advice. Every user of this site is advised to seek
professional advice before acting or omitting to act on any information contained in the site.

Research reports and newsletters have been prepared without reference to any particular user’s investment requirements or financial situation. Where reference is made
to estimate of value or relative value of a specific company, there is no guarantee that these estimates are reliable or will materialize. Readers of these reports and
newsletters are advised to conduct their own due diligence before making any investment decisions. Ubika does not make independent investigation or inquiry as to the
accuracy and completeness of any information provided by the Analyst Covered companies. Although the content has been obtained from sources believed to be
reliable, this website could include technical or other inaccuracies or typographical errors and it is provided to you on an “as is” basis without warranties or
representations of any kind. Ubika and its affiliates make no representation and disclaim all express and implied warranties and conditions of any kind, including
without limitation, representations, warranties or conditions regarding accuracy, timeliness, completeness, non-infringement, satisfactory quality, merchantability,
merchantable quality or fitness for any particular purpose or those arising by law, statute, usage of trade, or course of dealing. Ubika and its affiliates assume no
responsibility to you or any third party for the consequences of any errors or omissions.

Information in this site is subject to change without notice. Ubika assumes no liability for any inaccurate, delayed or incomplete information, nor for any actions taken
in reliance thereon.

Ubika, its affiliates and their respective directors, officers, employees, or agents expressly disclaim any liability for losses or damages, whether direct, indirect, special,
or consequential, or other consequences, howsoever caused, arising out of any use or reproduction of this site or any decision made or action taken in reliance upon the
content of this site, whether authorized or not. By accessing this site, each user of this site releases Ubika, its affiliates and their respective officers, directors, agents and
employees from all claims and proceedings for such losses, damages or consequences.

Ubika and its affiliates do not endorse or recommend any securities issued by any companies identified on, or linked through, this site. Please seek professional advice
to evaluate specific securities or other content on this site. Links, if any, to third party sites are for informational purposes only and not for trading purposes.Ubika and
its affiliates have not prepared, reviewed or updated any content on third party sites and assume no responsibility for the information posted on them.

Ubika and/or its affiliates and/or their respective officers, directors or employees may from time to time acquire, hold or sell securities and/or commodities and/or
commodity futures contracts mentioned in this site.

This site may include forward-looking statements about objectives, strategies and expected financial results of companies featured in this site or where research reports
are available on companies displayed and/or featured on this site. Such forward-looking statements are inherently subject to uncertainties beyond the control of such
companies. The users of this site are cautioned that the company’s actual performance could differ materially from such forward-looking statements.

World Wide Web sites accessed by hypertext links (“hyperlinks”) appearing in this site have been independently developed by parties other than Ubika and Ubika has
no control over information in any hyperlinked site. Ubika is providing hyperlinks to users of this site only as a convenience. Ubika makes no representation and is not
responsible for the quality, content or reliability of any information in any hyperlinked site. The inclusion of any hyperlink in this site should not be construed as an
endorsement by Ubika of the information in such hyperlinked site and does not imply that Ubika has investigated, verified or monitored the information in any such
hyperlinked site. Should you wish to inquire about creating a link from your World Wide Web site to this site, contact SCP marketing via e-mail at:
info@smallcappower.com for written authorization.

See our Full Disclosure Here
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