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EDITOR'S NOTE
Greetings and a warm welcome to our fifth issue of the
CANNAINVESTOR Magazine! We couldn't be more excited to
bring our magazine to cannabis investors, analysts, financial
media and entrepreneurs. You will notice this issue was
distributed in the middle of September versus previous
issues that were distributed at the beginning of the month.
Due to the fact we want to include quarterly highlights from
industry companies and news from the beginning of the
month, we decided to issue the monthly magazine in the
middle of the month going forward. Therefore, this issue is
our September / October 2016 issue.
A notable difference in this issue, is that Scott Greiper of
Viridian Capital Advisors is featured on the cover of the
September CANNAINVESTOR Magazine. This is the first time
we have featured an individual on the cover of our
magazine. We decided to feature Scott on the cover,
because we feel he is instrumental in introducing the
cannabis industry as a legitimate investment for Wall Street
and institutional investors. Institutional investor support is
crucial for the cannabis industry and without it we will see
slower industry growth.
Thank you for letting us keep you informed and assist you in
your research of this new and emerging market. We
appreciate your support and are so happy to have you as a
reader of the CANNAINVESTOR Magazine!

D.A. Wallace
Editor In Chief

CannaInvestor Magazine assumes no responsibility for any claims or representations contained in the magazine or any advertisement. CannaInvestor
Magazine considers its sources reliable and verifies as much data as possible, although reporting inaccuracies can occur; consequently, readers using this
information do so at their own risk. All materials contained are for educational purposes only. Articles are general information and not a recommendation
to act. The author or CannaInvestor Magazine or associated individuals and companies will not be held responsible or be liable for action taken by any
reader of our article. Past performance is not a reliable indicator of future performance. Cannabis Stocks involve a higher level of risk and may not be
suitable for all investors, losses can exceed deposits. Please seek independent investment advice before entering into any financial transaction.
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How Viridian Capital Advisor's
Scott Greiper is dedicated to the
medicinal and legal cannabis market
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Scott Greiper is the president and founding partner of Viridian Capital Advisors. He has
had a 20-year career in the technology, security, and IT sectors as both a research analyst
and investment banker. Scott is also the president and founder of Secure Strategy Group,
which provides capital, strategic advisory, and M&A services to growth companies in the
technology, security, and IT markets. Previously, Scott was a principal and senior analyst
at C. E. Unterberg, Towbin, where he covered public companies in the global security industry and
was consistently ranked as one of the top analysts in the sector. He has been involved in raising
more than $400 million for both public and private companies and has completed a range of
M&A assignments. Scott attended the Executive MBA program at Columbia University and holds a
B. A. in economics from the University of Chicago. He holds FINRA Series 7, 63, and 79 licenses.

S

While others on Wall Street are waiting on a
change in legislation and popular public
opinion regarding cannabis, Scott and Viridian
Capital Advisors are forging ahead assisting the
industry with market intelligence, investment
banking, investor relations, and corporate
development services.
Scott states, "The cannabis industry has many
dfferent business models, products and
technologies. Whether it's bio-tech, software,
security or retail, investors really have to
understand the underlying business models for
each subsector. "
We finally pinned Scott down from his busy
schedule to ask him some industry questions
that are on the minds of investors, analysts and
financial media.

Dedicated to the Medicinal
and Legal Cannabis Market!
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Q & A with
What exactly does Viridian Capital Advisors do?
Viridian Capital Advisors (VCA) is a financial and strategic advisory firm dedicated to the
cannabis market. We provide market intelligence, investment banking, investor relations, and
corporate development services to emerging growth companies and qualified investors in the
cannabis sector. Our banking practice, through broker-dealer Pickwick Capital Partners, LLC
(Member FINRA/SIPC) provides capital raising and merger and acquisition (M&A) services to
fund the growth of our clients, while our advisory practice helps position and build their
businesses.

Our team is comprised of FINRA-licensed bankers, who have deep investment banking
experience and cannabis industry knowledge and reach. Viridian has built an advisory board of
world-class entrepreneurs and executives in the fields of product branding, promotion, private
equity and venture capital, security, law, government policy, and sports and entertainment
management that provide deep value to our clients and our practice.
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Viridian Cannabis Deal
Tracker & Stock Index
Report
We also publish the Viridian Cannabis Deal Tracker & Stock Index Report, an in-depth analysis of the
transactional and strategic activity within the legal cannabis industry. The report is not intended
as a recommendation for any company, but rather as a resource for investors and strategic
acquirers to access cannabis industry deal metrics, investment/M&A structures, and valuations.
The report first categorizes the cannabis industry into twelve key product/technology sectors
and then, within each sector, tracks the transactional activity among certain public and private
companies regarding capital raises, M&A transactions, deal structures and valuations, revenue
growth, investor profiles, and stock performance.
We believe that success in the cannabis industry will be driven by the combination of industry
domain experience together with professional and experienced management teams and board
members. The ability to properly execute a business model and attract the right capital will be
determined by effective operators, professional governance and operational integrity, and wellthought-out and implemented business plans and financial controls. As such, Viridian’s activities
include raising capital, executing M&A strategies, sourcing board and executive talent, assisting
in building business and financial models, and providing guidance on investor and public
relations strategies.
Our mission is to engage companies with which we can utilize our team and network to enhance
their visibility in the market and capability to scale their businesses while simultaneously
reducing execution risk. These steps, in turn, should help build each client’s credibility to attract
professional capital and to lay the path to a successful exit strategy.
How can you assist privately-held and publicly-traded cannabis companies?
Viridian Capital Advisors partners with privately-held and publicly-traded cannabis companies
to accelerate growth by providing access to prospective board members, executive talent,
distribution and strategic partners, financing sources, and M&A strategies and execution. We
work collaboratively with each of our clients to build the right strategies to maximize
shareholder value.
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Corporate Development: Viridian Capital Advisors offers a full range of corporate development
services that build enterprise value, from enhancing a client’s board of directors to refining
business models/financial forecasting and corporate restructuring to drive shareholder value.
Investment Banking: In the area of investment banking, we work with our broker-dealer, Pickwick
Capital Partners, LLC, to deliver services that match the needs of our clients. VCA has the
experience necessary to be a trusted investment banking advisor across the spectrum of capital
raises, mergers & acquisitions, and strategy.
Investor Relations & Public Relations: Viridian Capital Advisors offers a wide range of customized
programs that provide valuable opportunities to increase the visibility of our clients’ companies
in the cannabis industry, from non-deal-related roadshows, to company reports, webinars,
investment conferences and media outreach in both the mainstream and cannabis media.
What is Viridian Capital Advisors’ experience in the cannabis industry?
That’s for others to say, but what I can say is that we were one of the early financial firms with
licensed bankers and analysts to enter the cannabis market. What makes Viridian unique is our
combination of deep investment banking experience over many years building and financing
emerging growth companies, our experience and relationships in the cannabis industry, the deal
and investor databases we have built, and the profile of our team and advisory board.
We have been invited to speak and/or keynote at more than three dozen industry conferences
and events over the past 18 months. Additionally, we have and continue to receive media
coverage from mainstream and industry outlets, including Reuters, Fortune, Forbes, VICE, MSNBC,
CNN, and Marijuana Business Daily, to name a few. Barron’s even cited the Viridian Cannabis
Stock Index as the benchmark for the cannabis industry.
We have also held several Viridian Cannabis Investment Conferences, in fact the first such
conference held in New York and Florida (note: securities are never offered at these
conferences).
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What are the top five catalysts for the cannabis industry going forward?
1. Positive results from the November 2016 elections in which eight states will be voting for
cannabis reform, either medical or recreational.
2. Acquisition activity continuing to increase, establishing valuation benchmarks and enhancing
the visibility of exits for investors.
3. More professional and institutional capital flowing into the sector.
4. The development of an East Coast market in legal cannabis from Florida to Vermont.
5. An administration post-November 2016 elections that supports continued cannabis
legalization and reform, or, in the very least, will not reverse the industry's progress to date.
What would be the best and worst case scenarios for the cannabis industry and publicly-traded companies?
The best case scenario for the U.S. domestic cannabis industry would be the continued roll-out
of legalized cannabis programs in additional states. This has proven to be the most direct
predictor of growth in the size of the U.S. legal cannabis industry.
In November of this year, the citizens of 8 states will vote on cannabis reform, including Arizona,
Arkansas, California, Florida, Maine, Massachusetts, Nevada, and North Dakota, five of which will
be voting for recreational legalization. This is significant considering that only four states have
legalized recreational usage to date. We believe the November elections will serve as a
breakout point in the industry, beyond which the industry’s growth will accelerate as additional
states approve medical or adult-use cannabis programs and political discussions move towards
reform at the national and international levels.
The worst case scenario would be a rollback of the Cole Memoranda and the Supreme Court
decisions to grant states the ability to regulate their own legalized cannabis programs. This
would realize a threat to licensed operators in legal states and create additional risk for public
company investors.
What are some reasons institutional investors have not yet invested in the cannabis space?
Cannabis’ status as a Schedule I controlled substance is the primary impediment to
investment – from both a legal and, arguably more importantly, reputational risk perspective –
for fund managers, board members, and limited partners in the institutional investment
community. The nascent stage of most cannabis businesses is also creating specific risks and
challenges for institutional investors, including:
Some Companies Struggling to Survive: Weak balance sheets and toxic financing structures are
putting downward pressure on stock prices and hampering companies’ ability to raise capital.
Other companies will likely face scrutiny from the SEC and FINRA due to lack of compliance with
reporting and accounting requirements.

14

Lack of Professional Management Teams and Boards: Generally speaking, the industry is facing a
shortage of seasoned executives and experienced board members that have demonstrable track
records of operating success. This increases execution risk, weakens corporate governance, and
damages credibility with investors, further impeding a company’s ability to raise capital.
However, there are more professional investors and operators entering the business at an
accelerating rate.
Systemic Risks Still Exist: The continual commoditization of cannabis has imposed downward
pricing pressure on raw cannabis and cannabis products in several states. Furthermore, supply
and demand factors vary by state, and illegally grown marijuana is still penetrating the system
(albeit less frequently). These factors have and will continue to influence states that are
enacting new cannabis legislation to adopt more conservative policies and regulations in order
to mitigate these risks.
However, while these factors have limited institutional investor exposure to date, they are
beginning to dissipate. Demand for professional private equity and venture capital financing is
increasing as the cannabis industry shifts away from reverse mergers financed with toxic
structures and towards markets where there are institutional and retail investors. Approximately
8% of financing rounds completed by cannabis companies in 2014 utilized venture capital or
private equity firms as sources of capital, and an additional 8% utilized angel investors. In 2015,
the percentage of cannabis deals in which private equity or venture capital firms were engaged
rose to approximately 18%, while the percentage of cannabis deals in which angel investors
were engaged rose to about 14%.
We expect this trend of increasing participation by professional and institutional investors to
continue as they gradually increase their exposure to the cannabis market, attracted by strong
industry growth rates, rationalized business models, and additional states legalizing and rolling
out cannabis markets. Moreover, as valuations in public cannabis companies continue to
normalize and become linked to fundamental performance, we anticipate increasing interest
from institutional investors as equity investors, as opposed to the straight debt and convertible
debt financing that has made up the bulk of financing in public cannabis companies to date.
Why do cannabis companies want to become publicly listed?
The OTC market is a platform for all emerging growth companies to access the public markets. It
is one of the most mature speculative public trading markets in the world. For a private
company, going public has several benefits, typically including: broader access to capital due to
the liquidity advantages; higher enterprise valuations; the ability to monetize stock ownership;
the ability to use company stock as a currency for M&A transactions; and stock options that can
be used as incentive to attract and retain talent.
Since the beginning of 2014, the cannabis industry has been experiencing a shake-out – a
separation of legitimate businesses from those that were less successful in capitalizing on their
opportunities. This shake-out has been driven my numerous factors, including increasing clarity
on legal and regulatory environments, especially at the federal level, increasing product and
service focus among providers rather than trying to be a multi-purpose, one-stop shop,
normalization of valuations, and a growing awareness of the industry’s long-term potential.
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In 2015 there was a general correction in publicly traded cannabis companies that we attribute
to:
Unsustainable Valuations: A “return to fundamentals” as unsustainable valuations, along with
more institutional money coming into private placements, are driving down investor terms and
valuations.
Lack of Liquidity: The lack of liquidity for most public cannabis companies hurts their ability to
close common stock financings, instead relying on highly dilutive convertible debt and equity
line structures.
Weak Balance Sheets/Cap Tables: The fact that many companies became public via reverse
mergers and rely on dilutive structures to finance operations has created weak capital structures
and balance sheets.
Why do you think cannabis biotechnology/pharmaceutical firms make up the majority of cannabis companies listed on
exchanges other than OTC?
Uplisting to a more senior exchange such as the NASDAQ involves a company meeting specific
exchange requirements, such as market capitalization, liquidity, net equity, and filing
requirements, so it is a quantitative decision on the part of the exchange. The biotech companies
that trade on the Nasdaq exchange have met these requirements. Of the more than 250 public
cannabis companies, five have warranted a listing on a NASDAQ exchange, which include Arena
Pharmaceuticals, Cara Therapeutics, GW Pharmaceuticals, Insys Therapeutics, and Zynerba
Pharmaceuticals. Another firm, 22nd Century Group, trades on the NYSE. The cannabis biotech
sector was also the sector that realized the industry’s first true IPO, with Zynerba
Pharmaceuticals completing its IPO on August 10, 2015.
It seems that many publicly-traded cannabis companies have a significant amount of convertible debt on their balance
sheets. What effect does this have on these companies?
The explosion in public cannabis companies occurred in the beginning of 2014, when Colorado
and Washington State implemented the first legalized recreational programs in the country. The
number of public cannabis companies increased from about 35 at the beginning of 2014 to over
170 by the end of that year.
Approximately 25% of the companies in the chart to the right went public through reverse
mergers. Early-stage companies, which almost all of the public cannabis companies are, that
went public via reverse mergers tend to attract straight or convertible debt rather than equity
investors as they are perceived to be riskier ventures. Debt provides to the investor the security
of seniority on the balance sheet, while convertible debt provisions provide optionality to
capture additional upside through equity.
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The challenge for public cannabis companies is not only the amount of debt on their balance
sheets but also the terms of said debt. Much of the debt issues to early-stage publicly traded
companies contains convertible provisions with highly discounted conversion pricing. As such,
the holders of such debt are converting at prices that are below market, causing downward
pressure on stock prices, further dilution, and an overhang of a perpetual seller in the market.
The only ways to change this situation are to repay the debt before it is converted, to
restructure the terms of the conversion to make them more manageable, or to simply take the
burden of the debt and eliminate it through conversion.
What are your top sub-sectors in the cannabis space and why?
Cultivation & Retail
Cultivation and retail companies are looking to capitalize on the steady process of moving
marijuana growth and sales “into the light”, in other words, the conversion of cannabis supply
and demand from illicit businesses run largely by criminal empires to legitimate ventures that
operate within the proper legal and financial frameworks. Cannabis use has been widespread in
the U.S. for decades, but recent initiatives driven by popular support have instigated policy
changes that have, in turn, led to the development of legal cannabis production and sales.
Numerous polls have cited the rising support of cannabis cultivation and sale, particularly for
medical purposes. Furthermore, while politicians have been slow to adapt to the changing views
of their constituents, the resulting tax revenues and other secondary effects such as reduced
incidences of drunk driving and prescription drug deaths resulting from the loosening and/or
removal of laws surrounding cannabis production and sale have increased momentum in
legalization movements and have pushed legislators to reconsider their previously held
positions on cannabis.
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Estimates of the legal cannabis industry’s sales to end users in 2014 vary between $2.0 billion
and $3.0 billion. According to an article published on HuffingtonPost.com in October 2014, if all
50 states and the federal government were to legalize medical and recreational cannabis sales,
the market would rise to around $35 billion per year within a decade. Other estimates for the
total value of cannabis sales in the U.S., both legal and black market, vary widely, from Harvard
economist and Cato Institute affiliate Jeffrey Miron’s 2010 estimate of $14 billion to George
Mason University professor and marijuana reform activist Dr. John Gettman’s estimate of $120
billion, but many center on a range of $35 billion to $45 billion.
Cultivation and retail companies seek to take advantage of the anticipated growth of the
cannabis market as new legislation opens additional jurisdictions for business growth and
further market penetration. As new markets have arisen, cannabis production continues to scale
as larger and larger grow facilities are being developed. Economies of scale in production will
drive competition, putting downward pressure on raw flower prices and pushing many smalland medium-sized operations out of the market. If these first movers are able to successfully
refine their operations, they will be strategically positioned to capture significant market share
in the industry.
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Infused Products & Extracts
Legalized recreational marijuana sales in Colorado and Washington have driven the market
growth of infused products and extracts as many dispensaries, particularly in tourist areas, which
report that edibles and extracts represent an increasing percentage of their sales. Cannabis
infused products and extracts offer numerous benefits over raw flower consumption, including
better taste, and increased discretion, convenience, familiarity, and ease of use.
Many companies in this sector have positioned
their products in the nutraceutical and cosmetic
industries. Transparency Market Research
estimates the global nutraceuticals market was
valued at over $165 billion in 2014 and forecasted
its growth to $270 billion in 2021, while Research
and Markets calculated the global cosmetic market
was valued at $460 billion in 2014 and is
forecasted to grow to $675 billion by 2020. Selling
cannabis products through these categories allows
users to take advantage of some of the plant’s
benefits without necessarily having to receive a
prescription, while also allowing the companies
making these consumables to bring products to
market without having to go through the extensive
FDA approval process. The FDA has recently sent
warnings to companies that have been making
claims about their products that lack scientific
evidence, but products that have, from the
beginning, been marketed as dietary supplements
and do not claim to be “intended for the use in the
diagnosis, cure, mitigation, treatment, or
prevention of diseases” should remain free from
FDA scrutiny.
Furthermore, due to the nascent nature of the cannabis industry, cannabis infused product
manufacturers and extractors can generate competitive advantages by utilizing best practices
from the food production and chemical extraction industries outside of cannabis.
When cannabis infused products and extracts first entered the market, problems such as irregular
cannabinoid contents and inconsistent product composition were rampant. As the industry has
continued to professionalize and mature, cannabis infused product and extract companies have
become more sophisticated through the adoption of outside technologies as well as the hiring of
seasoned operators. The expertise from executives and specialists from these outside industries
not only helps optimize production and ensure quality control but also increases the company’s
reputation and reduces operational risk if these employees bring with them track records of
success. Cannabis infused products and extracts will continue to improve towards the quality
and consistency of traditional food and drink, attracting additional consumers as they do.
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Currently, there is lack of established brands in
the cannabis industry, which is due to the early
stage nature of the industry and a lack of focus on
channel development with the majority of
cannabis companies. With legalization
progressing forward in multiple states across the
country, the ways cannabis consumers approach
their purchasing decisions are beginning to shift.
Consumers will be faced with choices about what
cannabis to consume, and just as with alcohol,
tobacco, and food categories, branding and
marketing will increasingly influence their
choices.
Infused product and extract providers are expanding into additional states in order to develop
brand awareness and market penetration. Established and well-known companies in this sector
have the benefit of being able to license out the standard operating procedures, manufacturing
practices, and development processes they have created. These are typically organized through
licensing deals or joint ventures, both of which allow the established brand to be marketed in
the new locale, leading to expanded brand awareness, additional market share, and increased
revenues. As these companies continue to build their brand portfolios and solidify their places
as leaders in the sector, companies like Proctor & Gamble, PepsiCo, Constellation Brands, and
Diageo that center around brands may look to bolster their own portfolios through strategic
acquisition.
Biotechnology & Pharmaceuticals
The biotech/pharma opportunity is one of the
most intriguing and significant sector in the
entire cannabis industry. Biotech companies are
looking to capitalize on the anticipated growth
of the cannabis-derived pharmaceutical market
by levering the mounting data on the therapeutic
effects of cannabis and deploying rigorous
testing for quality, safety, and efficacy. By
putting their drug candidates through rigorous
testing, they can reach a broader market,
including people in those states where medical
marijuana has not been legalized. While natural
plant extracts cannot be patented, U.S. Food and
Drug Administration (FDA) approval guarantees
seven years of market exclusivity for drugs that
treat rare diseases, regardless of origin.
Regulatory approval of drugs also dramatically
increases the likelihood that health insurance
companies will pay for them.
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We believe that the cannabis biotech market will ultimately be classified as part of the specialty
pharmaceutical market, the fastest growing segment of the overall pharmaceutical industry. A
greater incidence of chronic disease has resulted in the increasing need for specialty drugs.
According to The Growth of Specialty Pharmacy, an April 2014 issue brief by the UnitedHealth
Center for Health Reform & Modernization, spending on specialty drugs in 2012 in the U.S. was
about $87 billion and is estimated to grow between two and four times to $300 billion to $400
billion by 2020. A 2013 report on medicines in development by the Pharmaceutical Research
and Manufacturers of America counts the specialty drugs currently in development at over 900,
most of which treat cancers, inflammatory diseases, HIV/AIDs, epilepsy, Parkinson's disease,
multiple sclerosis, and other rare disorders. These are the same disease categories for which
cannabidiol (CBD) has shown the most compelling indications.
The diverse pharmacology of cannabinoids provides significant potential for therapeutics across
many indications and disease areas that form the core of specialty pharmaceutical drugs.

21

Agriculture Technology
As cannabis cultivation becomes more industrialized, the agriculture technology (AgTech) sector
is positioned for growth, specifically with regard to newly advanced cultivation products and
processes. Cultivators are able to create competitive advantages driven by technological
innovation in areas such as automated fertilization systems, modern greenhouse technologies,
and LED lighting applications. Technological innovation is driving changes in the way cannabis is
grown, allowing cultivation sites to lower costs, boost yields, optimize efficiencies, and maximize
production capacity compared to traditional methods. Many of these technologies are being
repurposed from existing agricultural and horticultural applications and customized for use with
cannabis. As downward pricing pressure from the commoditization of cannabis continues, costeffective producers will eventually be able to push smaller producers out of the market.

What are some of the things cannabis companies need to implement in order to establish solid investor relations (IR)
programs?
Viridian’s philosophy on corporate communications and investor and public relations (PR) is
based on the following mandates:
•Goal is sustainable increase in market capitalization and liquidity
•Success is achieved via consistent, professional, and transparent messaging
•Companies need to set and control investor expectations and then execute
•Visibility and reach to investors is achieved via multiple platforms and over time
•Consistency of corporate messaging across platforms is vital
•Compliance with SEC and other regulatory requirements is essential
•Research plays a key role in establishing investor credibility and reach
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It all starts with developing marketing and investor focused materials to properly position a
company to the investment community and the media, describe its growth strategy and growth
prospects, set and control investor expectations, and provide the reference platform for future
reports, press releases, and communication to the Street. At Viridian, we work with our clients to
create a detailed company report, which is a tool to create and execute the company’s IR and PR
program in order to enhance visibility, valuation, and awareness. We believe that a solid IR and
PR program should include:
Industry/Investor Conferences: Scheduling speaking and presenting opportunities at cannabis
and hemp industry and investor trade shows in New York, Chicago, Colorado, Las Vegas, San
Francisco, and other locales.
Public Relations: Developing and driving media coverage in leading industry and mainstream
media outlets, including:
•Forbes
•CNN
•CNBC
•Bloomberg
•Fortune
•Institutional Investor
•Equities.com
Investor Roadshows: Scheduling investor roadshows with a strong network of cannabis and
growth oriented funds, family offices, and high-net-worth investors in order to broaden and
strengthen the company’s investor base, both for the public stock and for private placements.
Quarterly Investor Conference Calls: Preparing for, scripting, and scheduling quarterly investor
conference calls.

Companies Need to Develop
a Solid Investor Relations
Program!
23
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From a

Retail Investor's
Perspective
HOW THE DEA’S RULING MAY AFFECT
THE RETAIL INVESTOR
By Louis Kyron CPA, CGA
Start by going back to the basics – it is that simple!
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From a
Retail Investor's
Perspective

How the DEA’S Ruling May Affect the Retail Investor
In August, the Drug Enforcement Administration (DEA) rejected attempts to have Marijuana
reclassified into a lower schedule. According to Acting Administrator Chuck Rosenberg, the
decision to not reschedule marijuana was rooted in science and that "enormous weight" was
placed on the conclusions by the Food and Drug Administration that marijuana has "no currently
accepted medical use in treatment in the United States” and by some measures, it remains
highly vulnerable to abuse as the most commonly used illicit drug across the nation. (www.npr.
org – August 10, 2016).
Dr. Stuart Titus, President & CEO of Medical Marijuana Inc. (OTC:MJNA), succinctly summarized a
response to this ruling that reflects the opinions of a growing body of science:
Although it was disappointing to see our DEA continue their 1940’s mentality, this decision has in no way slowed down
overall cannabis reform. With over half the US states allowing medical cannabis and nearly 70% of Americans favoring
medical access to cannabis if recommended by a doctor – the court of public opinion is moving us toward national
reform. Throughout the world, nations and their citizens are re-thinking the way we talk about cannabis and leading
cannabis reform.
Choosing to ignore science and maintain these antiquated views, certainly the DEA, in concert with our FDA, does not
want Americans to have federally legal access to cannabis. The cannabinoid extracts, phyto-cannabinoids, can
supplement the largest self regulatory system within the human body, the endogenous cannabinoid system, thus
providing health and wellness benefits. The US Government patented research via US patent # 6,630,507 describes
Cannabinoids as Antioxidants and Neuroprotectants; this was applied for in 1999 and awarded in 2003. (www.
medicalmarijuanainc.com – August 12, 2016)
Dr. Titus further references a growing body of research that shows a direct cause and effect
between Cannabis and reduced brain inflammation and beta-amyloid accumulation and this
accumulation is often associated with Alzheimer’s (https://www.alz.org/documents/national/
topicsheet_betaamyloid.pdf).
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Additionally, a recent study conducted by Ethan B. Russo “found the development of several
subjective pain syndromes to be associated with a deficiency in the body’s endocannabinoid
system”. These ‘pain syndromes’ included migraine headaches, fibromyalgia, and irritable
bowel syndrome. Other recent studies have shown remarkable relief from the pain associated
with Arthritis. This is in addition to the more than one hundred other medical conditions that
have shown success when treated with medical cannabis including cancer, epilepsy, diabetes,
MS, PTSD, depression, schizophrenia, and so forth.
It does not take the astute Retail Investor long to conduct their own research and due diligence
to conclude that there is indeed a growing body of science worldwide that has shown that
Cannabis has had tremendous success in the treatment of various conditions and diseases and
as such the eventual rescheduling of cannabis may be inevitable. The denial to reschedule
cannabis has made the headlines and filled the bullboards with dire predictions from the
doomsayers. However, the DEA as part of its decision, removed the monopoly that the
University of Mississippi had on growing marijuana for research purposes. The DEA
announcement means that other facilities can now apply to grow research use cannabis (www.
thecoloradoindependent.com).
That secondary ruling may prove to be a catalyst for increased research and that research, in
time, may remove the ‘little medical value’ that seems behind the DEA’s refusal to reschedule
cannabis. Astute Analysts and Retail Investors immediately recognized the positive long-term
ramifications of the full DEA ruling as a potential milestone bellwether Ecoforming event. The
DEA’s current scheduling of Synthetic THC may in time also prove to be an important factor.
The evidence to date appears to suggest that synthetic THC is not a one-for-one substitute for
natural cannabis. Dr. Titus references the fact that synthetic cannabis, including Marinol and
Dronabinol, is scheduled less than Schedule 1 and asserts “when one looks at the harm of many
synthetic cannabinoids and the number of deaths attributed, and then sees that no one has ever
died of an overdose of natural botanical cannabis, one wonders how a natural plant can be a
Schedule I federally controlled substance.”
Dr. Titus makes reference to the international reality of the acceptance of the health benefits of
medical marijuana and how companies such as Canopy Growth Corporation (TSX:CGC; OTC:
TWMJF) received yet another multi-million-dollar investment and how Scott’s Miracle Grow’s
(NYSE:SMG) is investing $500 million in various cannabis related investments. Another indicator
may be Microsoft’s partnership with Kind Financial to develop systems that may give
government and other agencies the tools to monitor regulatory compliance.
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WHAT HAPPENED TO ECOFORMING – DID THE DEA RULING TO NOT RESCHEUDLE PULL THE PLUG?
Not at all. Ecoforming as explained in previous issues is analogous to Terraforming the
Marijuana’s industry’s political, social, and economic environment. The DEA ruling to not
reschedule marijuana was quickly met by five key Ecoforming events:
(1) The Democratic Party has endorsed pursuing a “reasoned pathway to future legalization of
marijuana and is looking for the drug to downgraded in the Controlled Substances Act”.
(2) As mentioned, as part of its overall ruling, the DEA also removed the monopoly status
granted with respect to growing marijuana for research purposes. Increased research may result
in marijuana demonstrating a real medical use in treatment – such an outcome may be a
precursor for rescheduling. The full ruling effectively relaxes aspects of being included in
Schedule 1. John Hudak, of the Brookings Institution, clearly stated:
“scheduling is a really misunderstood part of drug policy. Classification simply changes the
rules by federal researchers, or researchers conducting federally approved studies, would have
to abide by. It has no impact on the legal cannabis market”.
(3) The U.S. Court of Appeals for the 9th District ruled on August 16th that the Department of
Justice (DOJ) “cannot use federal funds to prosecute people or medical marijuana businesses as
long as they are in compliance with state law”. This may be a milestone ruling as agencies under
the DOJ include the FBI and the DEA.
(4) As of August 17th, 25 states (and the District of Columbia) have legalized medical marijuana
and as many as 10 more states could vote on marijuana measures in the fall. 4 states have
currently legalized recreational marijuana with more expected after the ballots are counted this
fall.
(5) Both Canada and Mexico are pursuing more progressive laws and regulations governing the
legalization of cannabis. Legalization by two neighbouring countries may result in hundreds of
millions of dollars flowing to those countries for investment and tourism. Various online
references from August suggest that the legal cannabis industry in the U.S. currently employs as
many as 150,000 workers in an industry that is expected to exceed a $7-billion-dollar valuation
for 2016 and surpass $35 billion in only a few years’ time.

For many, the future is c
and Appeals Court ruling
future reclassification!
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These five facts may be the key Ecoforming markers that suggest the probable future of the legal
Cannabis industry and therefore the likely success of investments based on due diligence and
continuous monitoring including when to exit and open positions as needed. The growing
sentiment by the American people in favour of access should start to influence the policy
positions by candidates seeking election to various positions.
Other Ecoforming measures hinted at the start of this article include the placement of synthetic
THC in a lower schedule than naturally derived THC. This in itself may lead to successful
challenges particularly given the number of adverse reactions including death attribute to
synthetic cannabinoids compared to no deaths from natural botanical cannabis (per Dr. Titus).
For many, the future is clear and the recent DEA and Appeals Court rulings in fact pave the way
to future reclassification. Before the DEA ruling, the discussion assumed the decision would be
binary: either to reclassify cannabis or not. In the August issue of CANNAINVESTOR MAGAZINE, I
put forth a third scenario whereby DEA may decide to include marijuana in different
classifications depending on the level of THC and/or CBD including remaining in Schedule 1 for
marijuana that falls outside regulated parameters. The DEA’s decision, to not reschedule
marijuana yet remove the monopoly granted for growing marijuana for research purposes
combined with the Appeal Court’s ruling effectively creates that very environment because
charges cannot be laid against any person or business in compliance with State laws and
regulations.
How long will it before businesses that are in full compliance are granted full banking rights and
privileges and other relevant treatment such as Section 280E of the Federal Tax Code.
I see #2 through #5 above as the requisite precursor of an industry growing in a more stable
economic, political and regulatory environment and the outcome of the Federal election (#1)
and the outcome of the various ballot measures from different states as the relative timetable
and roadmap to get there. The events of the second half of 2016 may mark a watershed moment
for the industry and could be ideal conditions to attract investment dollars. The prepared Retail
Investor now has even more reason than ever to consider the legal Cannabis Industry.

clear and the recent DEA
gs in fact pave the way to
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CASE STUDIES – REVISITED
The four case studies I presented in the June and July Issues continue to report excellent
updates, progress, and results. At this time, it seems only fair to include for your own review
Mettrum Health Corporation (“Mettrum”). Mettrum is Canada’s second largest Licenced
Producer with a hemp business line as well that is already in thousands of retail locations.
Surveying bulletin boards is part of the arsenal of the Retail Investor and the term “COMA”
appears on these bulletin boards. Three of the four companies are also included in the
CANNAINVESTOR MAGAZINE top 20 stock picks (August issue). This acronym COMA represents
these four companies:
Canopy Growth Corporation (TSX:CGC; OTC:TWMJF)
Organigram Holdings Inc. (TSXV:OGI; OTC:OGRMF
Mettrum Health Corporation (TSXV:MT; OTC:MQTRF)
Aphria Inc. (TSXV:APH; OTC:APHQF)

It is the opinion of many of those that recommend “COMA” that an investment in any one or
more of these companies is cornerstone to a successful investment in this industry even if only
to diversify geographically. Collectively, all four companies within COMA have raised over
CAD$120.5 million in equity financing since August 1. Other than Mettrum the other three
companies were past case studies. The fourth case study was the Tinley Beverage Company
(CSE:TNY; OTC:QRSRF).
All four case studies have progressed well since their coverage and all are worth consideration
to the prudent Retail Investor as well as Mettrum. For example, Tinley’s flagship beverage,
Hemplify, has been successfully added to the shelves at leading Grocer Vintage Grocers and is
receiving rave reviews at its Amazon store and on August 29th, Tinley issued an update on its
sales and operations that appear indicative of a recipe for success. All four case study
companies have been a top 20 stock pick or as a stock to watch in CANNAINVESTOR MAGAZINE
(two of which made the list subsequent to being a case study) and I have no direct input or
influence in any other content or aspect of the publication.
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THE CANNABIS INDUSTRY AND THE RETAIL INVESTOR
* Ignore the doomsayers and pumpers and identify the key Ecoforming events as they happen.
Learn how short sellers, paid promoters, and market manipulators use public domain stock
bulletin boards.
*Have past issues of CANNAINVESTOR MAGAZINE on hand as you undertake your due diligence
as each issue has articles instrumental to the successful Retail Investor.
*Know when to open and exit positions. The top 20 short term and long term lists in each issue
of CANNAVINVESTOR MAGAZINE should be a starting point and don’t forget the list of stocks to
watch.
*Diversify may be key: by sector (medical marijuana, hemp, producers, pharmacies, technology,
and so forth); by geography (nationally or internationally); etc.
*Continuously monitor your portfolio and important news about the companies in it as well as
about the industry itself.
By Louis Kyron, CPA, CGA

Is the cannabis industry
even more ideal for the
prepared retail investor?
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Northsight Capital, Inc. (OTC Pink: NCAP), a Nevada corporation is
comprised of a portfolio of online marijuana-related websites that
incorporate many aspects of the marijuana industry. The Company
is a digital media advertising platform targeting the needs of
consumers in search of products or services related to cannabis. The
Company’s business model is focused on generating revenues from
advertising by companies targeting this demographic, subscriptions
for memberships to several of the sites, and fees for leasing of and
marketing services for websites and domain portals. In the process
of creating this marketplace, the Company will capture a vast
repository of data on this emerging demographic. This portfolio will
in-turn enable the Company to upsell advertising and direct internet
traffic to customers across the legal marijuana industry. The business
is an interconnected suite of services offering information, products,
services, social networks, data management, technology,
consultancy, protection and analytic tools to build a scalable
business model.
NCAP, through The Marijuana Companies™, currently operates
multiple websites:
WeedDepot.com,
420careers.com,
MarijuanaRecipes.com,
RateMyStrain.com, MJbizwire.com, MarijuanaMD.com, JointLovers.
com, WikiWeed.com, WeedMedia.com, and others. NCAP also has a
mobile application and more than 2,700 domains concentric to the
cannabis industry. Further, it has a binding option to acquire two of
the largest high traffic Spanish cannabis sites, an exclusive
agreement with six affiliate sites and another 1,500 domains. The
Company intends to raise funds to expand the promotion of its
operational website, develop attractive domains and acquire the
Spanish sites.
Northsight Capital, Inc.
OTCPK:NCAP
Scottsdale, AZ
Issued & Outstanding: 112.76M
Market Cap: 12.40M
52 Week Range: 0.03 -1.10
http://www.northsightcapital.com
info@northsightcapital.com
20
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*

* MarijuanaDiscountCoupons, MarijuanaSelfies, MarijuanaOutlaws, MarijuanaDatingGame,
and Lesbian Stoners are affiliates sites.
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An independent cannabis testing laboratory and media firm.
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Digipath’s cannabis testing business is operated through its wholly owned subsidiary, Digipath
Labs, Inc., which performs all cannabis related testing using FDA-compliant, state-of-the-art
laboratory equipment.
Digipath Labs seeks to be the nation’s premier full-service testing lab for cannabis and ancillary
cannabis infused products, which facilitates the movement to mandate that medical cannabis
adhere to the same standards as other food and drugs.
The Company runs an analytical and a microbiological laboratory for cannabis to serve growers,
producers, caregivers, and all end users of cannabis and botanical products with its own
proprietary sets of procedures and standards to operate effectively and deliver high-quality
accurate results.
Digipath Labs’ mission is to provide pharmaceutical-grade analysis and testing to the cannabis
industry to ensure consumers and patients know exactly what is in the cannabis they ingest and
to help maximize the quality of its client’s products through research, development, and
standardization.

In May 2014, the Company established an online radio program called The National Marijuana
News (TNM News). TNM News educates the public regarding the political, economic, medicinal,
scientific, and cultural dimensions of the rapidly evolving and controversial medicinal and
recreational marijuana industry from diverse and dissenting perspectives with news and
interviews. The Company intends to expand its already strong web presence as to become the
premier destination for news and information on everything marijuana.
The Company launched TNM News’ Internet radio program on Live 365 in 2014, and its
popularity has continued to grow. Over the 2015 fiscal year, streaming of the program grew
from 120,000 to over 190,000 streams per month. TNM News is also available on terrestrial
radio in six cities around the U.S. The Company also launched its application for both iOS and
Google Play and re-launched its website, which now receives over 200,000 page visits per
month. TNM News Facebook page has also garnered over 145,000 page likes and TNM News has
become a leader in cannabis news, interviews, and education.
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Click on picture to view video!

Recognizing that the legal cannabis industry’s youthfulness has resulted in a lack of structure and oversight, Digipath,
as an industry leader, developed its lab testing solutions to include best practices and maximize consumer confidence
and safety.

Evolution as a Market Leader
After months of planning,
Digipath President and Chief
Operating Officer, Todd Denkin,
opened the Company’s flagship
Las Vegas cannabis testing
facility, Digipath Labs, in May
2015. The Company strategically
chose the Las Vegas location due
to Nevada’s implementation of
the nation’s most stringent
policies on cannabis safety as
the Company’s dedication to
reliable, replicable testing
results fit perfectly with the
State’s goals for patient safety.
Digipath Labs began earning substantive revenue in October 2015 and has now tested more than 2,000 cannabis
product samples, representing over 8,500 pounds of cured flower from many of the 42 growers and 21 production
facilities licensed by the State of Nevada.
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The Company continues to add new customers as they come online and works with The
Association of Commercial Cannabis Laboratories, the Conference of Western Attorney’s
General, and the Coalition for Responsible Cannabis Production to instill good laboratory
standards and practices around the country.
The Company further anticipates that the number of potential customers with State licenses will
more than double to over 70 by the end of 2016. In addition, Nevada’s policy of reciprocity, i.e.
accepting medical marijuana (MMJ) patients from out of state, positions Nevada to become
among the largest and fastest growing MMJ markets in the country.
Recreational legalization could also have a highly favorable long-term impact on the market. In
November, voters will determine whether or not to follow in the footsteps of states like
Colorado and Washington in legalizing adult-use marijuana. The move would open the door to
Nevada’s 42 million visitors each year to purchase and consume marijuana legally, potentially
raising tax revenue and creating huge opportunities for businesses.
Dedication to the Highest Standards and Best Business Practices
Laboratory testing is one of the vital platform technologies in the cannabis marketplace and
must become standardized, consistent, and robust in order to maintain the long term health of
the cannabis industry. Recognizing that the legal cannabis industry’s youthfulness has resulted
in a lack of structure and oversight, Digipath developed its lab testing solutions and technology
to create structure and process and, in the end, ensure maximum cannabis safety through
education, testing, and certification. Digipath Labs is committed to following State and Federal
guidelines, standard operating procedures, and Good Lab Practices that are in line with current
Federal and State governing bodies.
The Company is committed to the
advancement of science by offering a
method of standardization for cannabis that
is more intricate and accurate than any
other. Dr. Cindy Orser, Ph.D., a 20year biotech and diagnostic industry
veteran, leads these efforts on
behalf of Digipath, serving as the
liaison between cannabis providers
and regulatory agencies, as well as
working in academia in several key
roles. In addition to her work, she
holds 18 patents and authored 41
peer-reviewed publications after
earning her Ph.D. from the
University of California Berkeley
and B.S. in botany from Montana
State University.
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Through Dr. Cindy Orser’s work with Nevada state officials, Digipath pioneered cannabis lab
testing protocols in Nevada’s implementation of the nation’s most stringent policies on cannabis
safety, which has positioned the company as a market leader in cannabis lab testing. Through the
Company’s invaluable experience in Nevada, Digipath has developed a greater understanding of
the nuanced needs of the industry as well as an ability to navigate the complex regulatory
environment at the state level regarding cannabis testing. States nationwide are looking to
develop lab testing policies similar to Nevada’s stringent requirements, which create demand for
qualified laboratories to perform such testing, both to assist producers of cannabis and cannabis
products to meet expected state mandated requirements and to provide assurance to consumers
regarding the safety and composition of such products.
The Digipath Certified Seal – A Mark of Confidence
The Company offers comprehensive medical
cannabis safety screening and an independent
certification system, including the “Digipath Labs
Certified” certification seal. This seal is identified by
labels and stickers provided to participating
dispensaries and growers so they may better selfregulate their processes in order to assure safe and
clean medicines and to advance the cause of
cannabis therapeutics. Independent testing reduces
the risks of contamination and thereby improves the
overall quality of the cannabis distributed as
medicine through the dispensaries.
Digipath’s certification program helps medical cannabis patients know the quality of the
cannabis they are using as medicine. The Digipath Certified Seal assures the patient that their
products are pure, pesticide-free, and properly measured for potency. With the Digipath
Certified Seal and certification program, growers can ensure quality and improve their
operations. Advocates, patients, dispensaries, and growers all benefit from testing that helps to legitimize medical
cannabis. Rather than suffering a quality crisis that fuels the opposition, the medical cannabis industry can thrive in an
atmosphere of self-regulation and control as testing ensures that the medicines are safe and effective.
Comprehensive Cannabis Testing for Greatest Quality Assurance and Consumer Safety
Digipath Labs screens medicinal cannabis and cannabis-based products for both potency and
quality for potentially harmful contaminants, including:

•Residual solvents (for non-CO2 extracts)
•Pesticides
•Heavy metals (including mercury, arsenic, lead,
and cadmium)
•Biological toxins (including the mycotoxins:
aflatoxins and ocratoxin A)

38

•Microbial contaminants including:
-pathogenic E. coli,
-pathogenic Salmonella spp.
-Total Yeast & Mold (TYM)
-Total Aerobic Count (TAC)
-Enterobacteriaceae
-Coliforms

Digipath Labs also tests cannabis and cannabis-based products for potency by analyzing the
chemoprofile including both cannabinoid and terpenoid profiles, which determine the suitability
of specific cannabis strains for the treatment of specific ailments.

Cannabis Lab Testing Presents Timely and Growing
Opportunity
With legalization, the lab testing sector is
expected to experience substantial growth.
GreenWave Advisors, an independent
research and financial analyst firm, projects
revenue of $553 million for lab testing
alone if the U.S. legalizes cannabis on a
federal level. When adding in related
services, such as data analytics and
consulting, the revenue potential could
surpass $866 million. The data troves
collected through the testing process could
become an increasingly valuable asset and
generate substantial revenue for the most
accomplished laboratories. This data could
also be used to determine specific genetic
attributes of targeted cannabinoids and
assist with maximizing medicinal benefits.
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Although many states have enacted laws that permit the medical use of cannabis, a number of
these states have not implemented regulations in regards to dispensaries and cultivation
operations. Digipath can provide comprehensive cannabis industry lab testing solutions to
clients living in states and localities that have legalized cannabis. With officials realizing the
need for regulatory structure to ensure success of their legal marijuana programs, many states
started to institute comprehensive regulations for their programs toward the end of 2013.
Opportunities in Organic and Acquisitive Growth
Realizing the highly fragmented nature of the cannabis testing industry has created substantial
consolidation opportunities, Digipath is focused on replicating the Digipath Labs model in other
cannabis-legal states, both through organic growth and acquisition. As Digipath is a public
company, the Company has the added advantage of using publicly-traded equity as
consideration for these transactions.
In addition to pursuing acquisition opportunities in the cannabis lab testing market, Digipath is also evaluating acquisition
opportunities of private companies in the clinical laboratory testing industry. This industry in the U.S. is
extremely fragmented. The Centers for Medicare and Medicaid Services (CMS) of the Department
of Health and Human Services (HHS) estimated that in 2015 there were approximately 9,000
hospital-based laboratories, more than 122,000 physician-office laboratories, and more than
6,000 independent clinical laboratories in the U.S. For those companies domiciled in states
where cannabis is legal or is expected to become so, cannabis lab testing will become an
additional service that can be provided. By offering services, solutions, and insights based on a full range of
tests and information assets, Digipath will strengthen its market offering, market position, and reputation.
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Acquisition Strategy Provides True Arbitrage Opportunity
The recent appointment of Joseph Bianco as Digipath’s CEO brings to the Company an executive
with a demonstrable track record of success in spotting and implementing strategic growth and
consolidation opportunities in highly fragmented markets. After graduating from Yale Law
School and teaching law for several years, Mr. Bianco founded British Performance Cars, Inc., the
exclusive U.S. distributor of the Lotus Marque, which was eventually sold to General Motors.
Subsequently, he formed Alliance Entertainment Corp., which was listed on the NYSE and was
then the largest independent distributor of recorded music in the world. Alliance, which was
eventually sold to a private equity fund, was the product of a roll-up of over a dozen smaller
companies.
By leveraging Mr. Bianco's expertise, the Company is positioned to utilize Digipath as a public vehicle to not only
generate financial value through the successful integration of acquired assets but also arbitrage value by acquiring
private lab testing companies at a discount to their potential value in the public markets.
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Crypto Cannabis Conference 2016 to
Examine Bitcoin, Legalization
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Stacks of Cash: The
Perceptions Versus
Realities of Investing in
the Cannabis Industry
By Jeffrey Friedland
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A week doesn’t go by without someone saying to me, “I want to invest in the cannabis industry.
I’ve seen those stacks of cash on TV. I want in.”
My standard response is always the same. “There are often bigger stacks of cash going out than
coming in!”
It’s easy to understand how videos and photos of cannabis businesses with piles of cash have
led many to assume that this industry is incredibly profitable and that investments in the
industry are a sure thing. I refer to this as the “Breaking Bad Syndrome,” which I named after the
TV show’s episodes that showed stacks of cash in a mini-storage facility.
These piles of cash exist for one primary reason. The U.S. cannabis industry generally lacks
access to the banking system. With the difficulty of finding a bank friendly to the cannabis
industry, depositing the cash is a challenge.
This cash creates an illusion that an investment in a cannabis business will be very profitable. As
a reality check, it’s important to realize that stacks of cash don’t indicate that a business is cash
flow positive or profitable. The cannabis industry is just like any other business. There are some
growers, processors, dispensaries and retailers who are making a profit, but many others are not.
It’s Ultimately All About the Plant
Most individuals investing in the cannabis industry are focused primarily on the plant. It is true
that producing a healthy, viable plant is important. It is not true that growing, processing and the
sale of cannabis may be the best option for investors.
If you’re considering a cannabis-related investment, it’s vital that you take a much longer term
and broader view of the industry. Many of the opportunities in this emerging market offer
significantly greater returns and are more lucrative than growing, processing or retail sales.
The Cannabis Industry as an Emerging Market
Why should you, as an investor consider the cannabis industry? Rarely have I seen a new
industry generate as much media attention as this one. News about cannabis is frequently in
mainstream publications. It seems that a week doesn’t go by without the Washington Post, the
New York Times and the Wall Street Journal each publishing stories about cannabis, and the
industry is the subject of frequent reports on local and national television.
Before my involvement in the cannabis industry, I worked in “emerging markets” focused on
entrepreneurial companies for several decades. My experience in China, Brazil and Southeast
Asia allowed me to draw a parallel between the newly emerging cannabis Industry in the United
States and these other markets.
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The challenges of managing a business
where government regulations are
written ‘on the fly’ and may change at a
moments notice are similar to what I
experienced working in China twenty
years ago. This familiarity with the
fickle and unpredictable business
environment in emerging markets
provided me with a unique insight into
the new cannabis industry.
Emerging markets are risky, but they
often provide investors with
tremendous opportunities. There are
advantages to being on the ground
floor of the cannabis industry. Largely
because of the illegality of the industry
at the federal level, only a few major
corporations have started to stake a
claim in this new industry. This allows
an opening for today’s start-ups and
early-stage companies to become
tomorrow’s household names.
In some U.S. states, those that I refer to as “advanced cannabis states,” most of which are in the
western part of the country, the industry is evolving quickly. However, with rapid expansion
comes a host of issues. For example, in Colorado in 2013, when the state only allowed medical
cannabis, it was questionable whether anyone in Colorado’s industry was operating profitably.
Very few cannabis-related businesses had verifiable track records. Financial statements were
rarely available, and internal financial controls were essentially non-existent because of the lack
of access to the banking system.
In many states that have relatively recent medical cannabis programs, the industry is at a very
early stage. These states include Illinois, Massachusetts, New York, New Jersey, Connecticut,
Rhode Island, Pennsylvania, Florida, and Maryland. Many cannabis entrepreneurs in these states
are trying to implement business plans or strategies that in other cases have failed in the
advanced cannabis states. These entrepreneurs have many of the same challenges that similar
cannabis businesses had in Colorado, Oregon, Washington or Nevada a few years ago. If a
business model didn’t work in Colorado or Washington, it doesn’t necessarily doom a similar
business direction in Maryland or Illinois, but it should serve as a warning for investors.
The number of cannabis business license applications recently submitted for growing,
processing and selling cannabis in just one state, Arizona, is indicative of the perception that the
growing, processing and sale of cannabis is a sure thing. Arizona’s Department of Health
Services recently indicated that it processed 750 applications for licenses and that it intended to
award only 31 additional dispensary licenses, in addition to the 92 dispensaries that were
currently in operation.
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Ultimately it’s all about dollars, and America’s legal cannabis industry
is projected to generate revenues of more than $7 billion this year,
an increase of approximately 25% over last year. Of this $7 billion,
one state, Colorado, which has both medical and recreational
cannabis, will account for an estimated $1.2 billion. Estimates for
this year’s illegal sales are as high as $40 billion. This 25 percent
growth rate has placed the industry on many investor’s radar
screens.
The online publication, Marijuana Business Daily, has projected legal
sales of $40 billion by 2020. This is a tremendous revenue projection
for an industry that only had a minimal existence a few years ago.
Investments in Licensed Businesses in States That Have Medical or Recreational
Cannabis
There are numerous challenges in investing in businesses that grow,
process or sell cannabis in the states that have legalized medical or
While investing in state-licensed cannabis businesses can be considered to be the wild west of
investing, it doesn't have to be. In many states that have legalized cannabis, the regulations are
evolving and in some states, very defined. The more developed the regulations, the easier it is
for investors to evaluate the regulatory environment as it impacts a potential opportunity.
It is important for an investor to determine whether the state’s regulations and the regulators
themselves are truly “friendly to the plant.” While a state such as Colorado has very welldefined regulations and regulators who are generally friendly to the industry, the regulations of
many other states including Illinois, New York, and New Jersey are challenging for the new
industry and add a layer of complexity to establishing a viable business.
Most states have limited the number of licensed cannabis businesses. On the surface, less
competition may be seen as a real advantage in establishing a new business. But if these states
make it difficult or nearly impossible for patients to be approved to purchase cannabis, or
severely limit the number of medical conditions, and diseases cannabis can be used for, it may
significantly limit the potential of success.
Supply, demand, and pricing are also a consideration. It could be argued that Colorado, with over
2800 licensed cannabis businesses, consisting of both medical and recreational licenses, has too
many industry participants. Many investors have recently been asking whether any Colorado
grower, processor or retailer is operating profitably. A few weeks ago a colleague, somewhat
jokingly, told me that he thought that every cannabis dispensary or retail store in Colorado was
likely for sale.
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The competition in Colorado has reduced the retail price of the lowest priced cannabis flower to
around $100 per ounce in the Denver area. The wholesale price in the state has dropped to
around $1000 a pound. It’s questionable whether growers can generate a profit selling at $1000
a pound and whether retailers or dispensaries can generate a profit selling flower at $100 per
ounce.
This pressure on Colorado’s cannabis industry, based on supply, demand and pricing have
increased the demand for value-added products that have a substantially greater profit margin.
These include premium strains, various extracts, and edibles. I’ve concluded that the future
viability of Colorado’s cannabis businesses is to a large extent, dependent on these value-added
and higher-margin products.
In every state, a significant challenge is finding a satisfactory business location. Many local
jurisdictions, through zoning and business licensing regulations, have made it difficult to obtain
locations. In an advanced cannabis state such as Colorado, many local jurisdictions have banned
cannabis businesses completely; others may allow growing or processing, but not the retail sale.
This adds an entire set of challenges for cannabis entrepreneurs.
Compounding the difficulty in obtaining a satisfactory location is the inability of many building
owners to lease to a cannabis business. Because of the illegality of cannabis on a federal level, If
the building owner has a loan from a commercial bank, the loan provisions often do not allow
leasing to an illegal business. This severely limits potential locations for cannabis entrepreneurs.
Dispensaries and retail stores also have an IRS issue. Section 280E of the Internal Revenue
Service Code, states:
“No deduction or credit shall be allowed for any amount paid or incurred during the taxable year
in carrying on any trade or business if such trade or business (or the activities which comprise
such trade or business) consists of trafficking in controlled substances (within the meaning of
schedule I and II of the Controlled Substances Act) which is prohibited by Federal law or the law
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Because of 280E, retail stores and dispensaries can only deduct their cost of goods sold to arrive
at taxable income. Operating expenses including rent, salaries, utilities and advertising can not
be deducted. I question whether there is any business in the U.S., in or outside the cannabis
industry, that can operate profitably if it has to pay income taxes on its gross revenue minus
only its cost of goods sold.
Investing in Service Businesses that “ Don’t Touch the Plant”
Ten’s of thousands of new jobs have been created in states where cannabis has been legalized.
While some of these are directly related to growing, processing or retail sales, an increasing
number are in peripheral service businesses.
These service businesses include marketing and branding services, packaging design, security,
financial services including equipment leasing, and a variety of online and social media related
services. A variety of consulting and professional businesses have also sprung up around the
cannabis industry. These include consultants to assist with governmental compliance, and
lawyers and accountants who are specializing in cannabis businesses.
Service businesses can potentially be very lucrative. It is important for investors to evaluate this
type of business by determining whether the business model has worked in the non-cannabis
world. As an example, if an online marketing strategy has failed for general businesses, it’s
unlikely that it will work for cannabis-related businesses.
Publicly-Traded Cannabis Stocks
A key advantage of investing in publicly-traded stocks is the liquidity, something that
investments in privately-held businesses don’t typically provide.
The creme of the crop of publicly-traded companies in the cannabis industry are listed on the
Nasdaq Stock Market and are involved in pharmaceutical development.
At the top of the list is United Kingdom based GW Pharmaceuticals (GWPH), the 800-pound
gorilla of cannabis publicly-traded companies. GW Pharmaceuticals has developed a
cannabinoid medicine, Sativex, for the treatment of spasticity due to multiple sclerosis. Sativex
has been launched in fifteen countries including the United Kingdom, Spain, Italy and Germany,
and is approved in an additional twelve countries, but not the United States. GW
Pharmaceuticals is also developing a treatment for some forms of pediatric epilepsy including
Dravet syndrome and Lennox-Gastaut syndrome with its cannabis-based drug, Epidiolex.
Epidiolex, which is a liquid formulation of plant-derived Cannabidiol (CBD) is undergoing clinical
trials in the United States. GW Pharmaceutical’s stock market capitalization is over $1.8 billion.
Phoenix-based Insys Therapeutics (INSY) is also traded on Nasdaq. The company has a
proprietary sublingual spray technology and is developing pharmaceutical cannabinoids. These
include a generic version of Dronabinol, which is a synthetic form of THC. Dronabinol is used to
treat nausea and vomiting resulting from cancer chemotherapy and is also used to treat loss of
appetite and weight loss in patients with HIV. The Food and Drug Administration has approved
the company’s Syndros. Syndros is an appetite-boosting drug, which helps patients deal with the
weight loss symptoms of cancer and AIDS-related weight loss. Insys Therapeutics’ stock market
capitalization is slightly over $1 billion.
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Nasdaq-listed and Connecticut-based, Cara Therapeutics (CARA) is in preclinical development
with its CR701 formulation. The company describes CR701 as a novel therapeutic approach for
neuropathic pain. The company’s stock market capitalization is $145 million.
Zynerba Pharmaceuticals (ZYNE) is also traded on Nasdaq. The company has developed a
cannabidiol or CBD gel, CR701, which the company describes as the first and only synthetic CBD
formulated as a patent-protected permeation-enhanced gel. It is currently being studied for use
in treating refractory epilepsy, Fragile X syndrome, and osteoarthritis. Zynerba indicates that
CR701 will provide consistent, controlled drug delivery transdermally with convenient once or
twice-daily dosing. Zynerba’s stock market capitalization is $77 million.
In addition to these Nasdaq-listed cannabis stocks, there are nearly 200 over-the-counter traded
companies whose business is exclusively tied to the cannabis industry, and approximately 150
other over-the-counter stocks that have some business involvement in the industry.
Many of these over-the-counter stocks have limited liquidity, low stock market capitalizations,
and low daily trading volumes. Most are considered to be “penny stocks,” which the U.S.
Securities and Exchange Commission considers to be risky investments. But, despite the overthe-counter status of these companies, and their startup or early-stage status, many have
intriguing business models worthy of investor consideration.
Investments in Cannabis Research in Israel
Widely acknowledged as the “cannabis superpower,” Israel is the world leader in advanced
medical cannabis policy, medical cannabis research, cannabis breeding, plant sciences and
medical cannabis delivery systems.
Medical cannabis was first approved for use by the Israel’s Ministry of Health in 1992, and an
expanded protocol for its use was established in 2007. All major Israeli hospitals and research
universites are currently involved in some aspect of cannabis research.
The country’s proactive regulatory system facilitates patient access to cannabis for medical use
and enables major medical institutions to conduct clinical studies. In contrast to the United
States, where cannabis is illegal federally, the cannabis industry in Israel has the full support of
the Israeli government. Some Israeli companies are focusing on plant sciences including genetics
and breeding. Others are researching specific cannabis-derived formulations for specific
medical conditions and disorders. Others are designing intriguing delivery systems for cannabisbased medicine.
The history of cannabis research in Israel goes back to 1963 when Professor Mechoulam of the
Hebrew University in Jerusalem isolated cannabidiol (CBD), a chemical compound that is a key to
many of the medical properties of cannabis.
A year later, Mechoulam and his team were the first scientists to isolate tetrahydrocannabinol
(THC), the main physiologically active compound in cannabis, which is responsible for the plant’s
consciousness-altering effects and many of its medical benefits.
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Twenty years later, Mechoulam and his team concluded that THC interacts with the largest
receptor system in the human body, the endocannabinoid system. Mechoulam’s team then
found that the human brain produces its very own form of cannabis – a chemical that they
named anandamide after the Sanskrit word ananda, translated as bliss.
CNN medical correspondent Dr. Sanjay Gupta described Israel as “the medical marijuana
research capital” in his documentary “Weed.” He dedicated a portion of his CNN program to
Israel’s advances in cannabis research. Gupta was also amazed to see how seamlessly Israel had
integrated cannabis into its health-care system.
More Israelis have PhDs, MDs, and other advanced degrees on a per-capita basis than any other
nation. Israel is one of the top five countries for per-capita scientific publication output. An
increasing number of the country’s scientists have become active in cannabis related research.
Many cannabis companies based in Israel who are researching cannabis-based medicine are
seeking strategic alliances worldwide. Some intend to use the results of their medical research
and clinical trials in Israel to propel clinical trials in the U.S. under Food and Drug Administration
(FDA) protocols. Others are interested in pursuing relationships with American cannabis
businesses to expand their research programs on a state-by-state basis.
Conclusion
Yes, the cannabis industry is
ultimately about a plant, a plant
that has been very misunderstood
for decades. There are challenges
in this new emerging market. But,
the cannabis industry is here to
stay. And yes, investors should
place America’s fastest growing
new industry on their radar
screens.
Author: Jeffrey Friedland
(www.jeffreyfriedland.com),
jeffrey@jeffreyfriedland.com,
Tel. 1-646-450-8909.
Jeffrey Friedland is the author of
“Marijuana: The World’s Most
Misunderstood Plant” which is
available at Amazon in print and
Kindle editions at http://www.amazon.com/author/jeffreyfriedlandAmazon
Originally published at www.jeffreyfriedland.com
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Marijuana Ballot Measures in the 2016 Federal Elections
In a series covering the upcoming Federal Elections, Marijuana Media (http://marijuanamedia.com/)
will offer insight and highlights on significant developments.

A Look at Legalization in California: Why a “Yes” Vote to Prop 64 Matters
By Joel Andrew
The Federal election is ramping up to be decisive year for marijuana in the US, with ballot
measures in 9 states either introducing medical marijuana (Arkansas, Florida, Montana, and
North Dakota) or expanding existing medical programs to allow recreational, “adult use”
(Arizona, California, Maine, Massachusetts, and Nevada).
The medical initiatives are important in the ongoing battle to allow sick patients access, but
California’s vote on Prop 64 has the potential to move marijuana beyond restrictive acceptance
into a future where the industry can shift toward “normalization” – a future where marijuana will
become as commonplace as alcohol, accessible to anyone over the age of 21.
California is where the industry began 20 years ago, in 1996, when voters accepted Prop 215,
and led to Senate Bill 420, which put the onus on cities and counties to regulate the medical
marijuana industry. The State was acting without guidelines: there were no models how to
introduce medical marijuana legally. As monumental as the decision was, it created a mess.
Twenty years later, California is now putting its house in order, which began with the passage of
the Medical Cannabis Regulations and Safety Act (MCRSA) in September 2015.
These medical regulations have the potential to become a framework for the regulated
recreational industry. The MCRSA rules are scheduled to be implemented, state-wide, by January
2018. Should voters decide Yes on Prop 64, recreational marijuana laws will not take as long to
create and implement.
“Yes on 64” will send a message the way forward is clear: a Yes vote will turn the entire West
coast of the US, stretching from California to Alaska, into an area with state-legal, recreational
marijuana industries. It will take time for the Federal government to act, but the Federal
Government won’t be able to ignore the industry as easily.
“Yes on 64” will be monumental for California. Despite fearmongering by opponents of Prop 64,
legalization will not cause an explosion of marijuana across the state. Most estimates suggest
that CA accounts for about 50% of the marijuana industry in the US, in both sales and
production. Regulations aside, marijuana in California is already a “mature” industry.
In terms of economic impact, there is no solid data about how big CA’s industry is. Informed
“guesstimates” put sales in a range anywhere from $4 to $10 Billion per year. California’s State
Finance Bureau estimated the tax benefit for both state and local communities could be as large
as $1 Billion annually. More important than the actual amount, the introduction of medical laws
and a Yes vote on Prop 64 will allow California’s industry to be properly sized.
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The real losers if Prop 64 passes will not be the “No on 64” side. A vote in favor of legalization
will take aim at tackling illegal trade and the black market. The state will earmark taxes toward
enforcement, and introduce tighter controls on the movement of marijuana, in an attempt to
disrupt distribution channels outside California’s borders. If legalization in CA has the same
effect now being seen in CO and WA – contributing to falling marijuana prices – it will also move
consumers away from the black market. Illegal trade has no real answer to the powerful
combination of tighter controls, lower prices, and tested products.
Will it pass? “Yes on 64” supporters have raised far more in efforts to make it happen – a recent
report suggests $11.5 million raised to support advertising and awareness campaigns, versus a
paltry $185,000 raised on the “No on 64” side. If opinions are any indication, the last poll
conducted by the Public Policy Institute in California in May suggested 60% of voters in favor of
legalization.
But there is a long road ahead before November 8th, and in the meantime the battle is getting
ugly: in August, both sides filed suits in court, with accusations of issuing false and misleading
statements in campaigning, and a challenge against the wording in the Voter Information Guide
describing Prop 64’s ballot meaning.
Rather than sit on the fence awaiting a final decision, we believe Prop 64 will pass on November
8th. If you’d like to join Marijuana Media in celebration, RSVP and we’ll keep you posted about
(industry-focused) legalization parties and events being organized in Los Angeles.
(About the Author: Joel Andrew is President of Marijuana Media Inc., a Los Angeles-based media
company covering the BUSINESS of marijuana. For more information about Marijuana Media,
please visit our website at: http://marijuanamedia.com/)
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Civilized is an independent media company and 360° lifestyle brand that
elevates cannabis culture. Based in Los Angeles, California and New Brunswick,
Canada, Civilized is the ultimate combination of North America’s two fastest
growing industries – digital media and cannabis. Like VICE, BuzzFeed, and
Huffington Post before it, Civilized has built a modern media company where
compelling content and millions of eyeballs meet.
Capitalizing on a major social shift across North America, Civilized has
identified and effectively reaches a high-value audience that was previously
untapped: millions of motivated, productive adults who choose to enjoy
cannabis responsibly as part of a balanced lifestyle but are not defined by it.
Unlike other cannabis publications, Civilized transcends stoner stereotypes.

Photo: Maciek Jasik
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MORE THAN JUST A WEBSITE.
Civilized.life, the flagship entity and luxury lifestyle media site that provides a mix of aggregated,
curated, and original content on a variety of lifestyle topics – both related and unrelated to
cannabis.
Civilized Media Group, an advertising network of small-to-medium sized, niche digital publications
that focus on different facets of cannabis culture to diversify content offerings across various
verticals. This network seamlessly merges unique content and branding across a wide range of
vertically integrated websites to exponentially expand the reach of the network’s viewer base
and the reach of its advertisers.
Civilized Studios, a multi-platform network (MPN) that fills the void of premium video content in the
cannabis consumer space. This network will feature entertaining, engaging, and informational
content that is responsive to the interests and standards of the Civilized viewer.
Civilized Events, exclusive branded experiences that engage with influencers and celebrities within
the cannabis and luxury lifestyle space. These events showcase the “Civilized experience” – one
that reflects its brand values as well as provides to marketing partners an additional platform to
sponsor, sample, and touch their high-value audiences.

Civilized Worldwide Inc.
New Brunswick, Canada
86 Prince William Street
Saint John, NB
E2L 2B3
Venice, California
818 Hampton Drive, Suite 101
Venice, CA
90291

Let’s Talk
General Information
info@civilized.life
Investor Relations & Opportunities
mswartz@viridianca.com
Phone
+1 (506) 646-4445
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THE CHANGING FACE OF
CANNABIS.
Civilized commissioned a general public
poll of more than 1,000 American by
Environics Research in April 2016.

A SOCIAL SHIFT IS UNDERWAY.
Unlike other media properties in the cannabis
industry, Civilized targets and effectively reaches a
high-value demographic, broadening its appeal to
casual cannabis consumers and non-consumers
alike.
From day one, its core demographic has been
productive, motivated professionals – executives,
entrepreneurs, politicians, and artists – skewing
male, aged 25-55. They are well educated with
successful careers and disposable income to spare.
For this audience, cannabis consumption does not
define them, but it’s a part of their lifestyle,
balanced with many other interests

DEMO AT A GLANCE.

The poll results aligned closely with the
attributes of its core demographic –
demonstrating the face of cannabis has
evolved from the stereotypical ‘stoners’
portrayed in mainstream media.

60% are married or living
common-law

51% have children under 13
years of age

82% have some or have
completed post-secondary
studies

51% are professional/
executive/managerial

65% male
81% between the
ages of 25-55

22% from Canada
66% from the U.S.
34% return visitor rate
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62% own their own home
42% earn over $75,000/year
Since launch, Civilized.life
unique page views have
increased an average of
37% month-over-month.

AUDIENCE GROWTH &
DEMOGRAPHIC.
Since launch in September 2015,
Civilized has attracted its highvalue demographic by the
millions. Civilized.life receives
more than 1 million unique page
views a month, and has received
more than 8 million total content
views (combined page views,
video views, and social platform
views).

THE RIGHT OPPORTUNITY AT THE RIGHT TIME.
Civilized combines the best of both digital media and cannabis by leveraging its smart, appealing
lifestyle content and branding while targeting an elevated, lucrative audience of millions.
The digital media industry has demonstrated exponential growth, which is forecasted to
continue. According to eMarketer in 2014-15, digital ad spending grew by 13% with a valuation
of $53 billion – the fastest growing media category. By 2020, digital is estimated to increase to
$105 billion or 45% of total ad spending, surpassing TV for the first time ever.

Some of the industry’s largest digital media companies have built vast, multi-platform networks –
including Vice ($4 billion valuation), BuzzFeed ($1.5 billion), Huffington Post ($1 billion), Vox
($850 million), and Mashable ($300 million). Mergers and acquisitions associated with these
companies (and many others) have steadily increased year-over-year, with 96% of transactions
being strategic buyers.
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L-R: Derek Riedle, Terri Riedle, Mitchell B. Fox

THE CIVILIZED LEADERSHIP TEAM.
The Civilized leadership team brings to the table extensive marketing and media industry
experience.
Derek Riedle, Founder & Publisher / Terri Riedle, Co-Founder & President
For nearly 20 years, entrepreneurs Derek and Terri Riedle have successfully founded and grown
companies that span marketing agencies, real estate development, and content production.
They transformed their first start-up from a digital signage and
web development shop to one of the largest, award-winning,
full-service marketing agencies in Atlantic Canada. Moving
from Canada to California in 2014, the Riedles formed Talons
of Venice Entertainment, which developed, produced, and sold
the lifestyle TV show “Real Houses Of…” to the W Network and
other international markets within a nine-month timeframe.
In California – where cannabis has been medically available
for 20 years – they observed a more normalized culture.
Inspired by this very different reality from the outdated stoner
stereotype, the idea of Civilized was born.
Mitchell B. Fox, Board Member
Mitch joined the Civilized board of directors in March 2016 to expedite the company’s
monetization and ad network growth plans.
He is a past publisher of Vanity Fair and Details Magazine along with more than a dozen other
media properties. In 1997, Mitch was named Condé Nast Publisher of the Year, generating record
growth and ad revenue.
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Mitch also served as president and CEO of The Golf Digest Companies, and past group president of
Condé Nast. More recently, he founded 8020 Media Company and WGA Global Marketing Inc. He is
also an advisory board member of Viridian Capital Advisors.

STRATEGIC
POSITIONING.
As a lifestyle brand and media entity,
Civilized is strategically positioned
between legacy cannabis properties
and mainstream media – appealing to
a broader casual community.

IN-HOUSE BRAND BUILDERS.
Civilized has a full-service, integrated marketing agency, Revolution Edge, that knows brand
building in the cannabis space like few others. The agency contains a team of strategists, writers,
artists, and developers with a deep understanding of the cannabis industry’s challenges and
opportunities.

JOIN US.
Through additional investment, Civilized will unleash:

Aggressive
audience
development
and growth plans
For investor relations, please contact

Monetization and
sales resources

Expanded brand
awareness
initiatives
Civilized.life
www.civilized.life

mswartz@viridianca.com
Derek Riedle, Founder & Publisher
d@civilized.life
Terri Riedle, Co-Founder & President

Civilized Media Group
www.group.civilized.life
Revolution Edge
www.revolutionedge.com

terri@civilized.life
Mitch Fox, Board Member
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Cultivate a Lasting
Brand in a Saturated
Cannabis Market
By Celeste Miranda
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The recreational cannabis industry has seen countless new brands enter
the market, from CBD tinctures to innovative edibles to hemp textiles. So
many new brands have thrown their hats into the arena that it isn’t just
marketers stressing the need for strategic branding in the current market,
it’s a must. The only way to set a cannabis company apart from the rest of
the heavily saturated competition is to create an innovative brand that
can sell itself. To do this it’s wise to follow some very simple branding
rules of thumb that are manipulated to fit into the cannabis world before
even thinking about launching the company. A modern cannabis
entrepreneur needs to cultivate a brand that has a specific audience in
mind for their product or service. Whether the target demographic is the
modern parent, a young self starter or even an outdoors enthusiast;
isolating a space for the brand to fill will help in every aspect of branding
the new entry into the cannabis sector. These specific aspects of
branding can be a great start for a new start up or a petering company
that is looking for a fresh face.
Innovate For the Future
Those who choose to enter the ring of cannabis entrepreneurship in the
beginning phases of state to state recreational cannabis not only have
the opportunity to capitalize on a huge new financial sector, but are also
able to have a responsibility and voice in creating the future of cannabis
culture. Not only will an innovative brand redefine the culture
surrounding the plant, it will also be much more effective than the usual
cannabis branding techniques of puns and stoner iconology. Being fresh
is something important to think about while planning and executing each
phase of the branding process, from naming the company to creating a
social media cover page. Isolate and understand what the vision of the
brand is and then work to cultivate a community around that vision using
a myriad of branding techniques. With cannabis now a legal commodity
branding is no longer a ‘hush, hush’ operation, cannabis brands are now
able to branch out and access entirely new target demographics. Identify
current brands that are already successfully established within the niche
that would fit the brand’s prospected image and take notes from them.
Use the examples that are laid out and don’t copy them but instead
understand what techniques were used to acheive this effect. With the
proper branding techniques in this blossoming sector we can not only
target a specific person or community but we can maintain an image that
could one day be accessible to every adult over 21 in the country and
even the world.
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It May Take A Professional Team
While standing out in the crowd is crucial to success in the current cannabis market it is a
balance between being niche and maintaining an attractive face to the status quo that will
garner the highest capital in the long run of any cannabis investment. This kind of delicately
woven branding may be better suited work for a team of marketing professionals. A qualified
team of creatives can harness the powerful ability to streamline the process and craft a clearly
charted path towards comfortable positioning among the competition. While branding a
company, the most minute details can sometimes be the most imperative. Things like the brand
symbols, typeface and color palette can seem like easy decisions to a company founder but a
marketing team will be the first to obsess over which of each will prove the most profitable. This
painstaking attention to detail makes outsourcing branding efforts an attractive endeavor. With
some small insight from the company founders into the unique image they are looking to project
with the brand a creative team can turn that image into a functioning brand that not only draws
in new cannabis clients but also creates a vision that solidifies brand loyalty for returning
customers.
Keep All State Regulations in Mind
From state to state recreational guidelines and laws differ, specifically in edible packaging. In
many states it is crucial to have opaque packaging so that the edible can’t be seen at all. Certain
recreational cannabis states require the strain name be labelled on the package and in almost
every single recreational or medical state the milligram dosage of the entire edible and testing is
a required regulation. With the foresight that one day cannabis will be recreational in the entire
country and perhaps the world, it is important that a company keeps this in mind while branding
themselves in the industry. The best practice is to combine all of the current legislations within
reason while branding a new cannabis company, this will help to ensure growth instead of
hindering the brand’s expansion.
Once the cannabis start-up has been branded it is time to put give that image a voice, social
media makes this easier than ever before. Carefully follow all rules and regulations and social
media can be one of the powerful tools in a branding strategy. Combine these techniques and it
is possible that this cannabis venture could sail into some very successful earnings.
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Top 5 Things Investors
Should Look for in a
Cannabis Investment:
#1 The right team with the right domain expertise.
This is a no-brainer in tech, but it might be hard for, even experienced, early stage investors
to spot the kind of talent that is foundational to success in a cannabis company. You
definitely need a strong CEO. Somebody who has a solid grasp on the business end of things.
Good operational skills and a track record in execution are also an absolute must. It is
important to realize however, that real cannabis craft has been acquired over years in a
shadow economy that has little to do with building professional credentials and a network on
LinkedIn. You are going to need it, and it may come in a package that does not fit with the
kind of person or profile you are used to investing in. I would go so far as to say, if you are a
tech investor and you can relate to everyone on the team you are looking at, you probably
don’t have the right team. Just be prepared to deploy different strategies for validating
talent in cannabis than you might deploy in industries that have evolved in the legal market.
Realize that the talent you need may lack some of the professional skills that you will rely on
to lower your risk, and make sure that the craft talent is supported by a team that can build a
brand and bring a product to market.
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#2 Strong financial records and reporting.
This is important in any young company, but in cannabis it is absolutely critical. Cannabis will
come under much greater scrutiny by the IRS and state regulatory agencies. We are subject
to reporting requirements that other products do not have to deal with, and compliance is a
huge part of our business. If a company does not have good record keeping and reporting in
its DNA, then it is unlikely that it will make it across the threshold in a rapidly emerging and
highly regulated market where money is being raised and deals are moving at lightening
speed. Most startups don’t have a CFO, and that is OK, but you should look for a company
that has made diligent record keeping a priority and has reached out for professional level
support in the areas of bookkeeping, accounting and financial management. The reason this
matters so much comes down to valuation. At the seed stage, everyone is willing to suspend
judgement and make a determination that strong business and accounting principles will be
put in place when the company is bigger. Later stage investors are not so open minded, and
future valuations will get hammered if good financial habits have not been implemented by a
skilled practitioner willing to dig into the very complex world of cannabis. You are looking
for a company that has, or is putting in place a finance department with many, if not all of the
following characteristics:
•Produces accurate, timely, complete financial statements that comply with GAAP (Generally
Accepted Accounting Principles).
•A robust Internal Control System including proper segregation of duties and safeguarding of
critical assets.
•Detailed Accounting Policies and Procedures, electronic storage of all documents and
appropriate hard backup source documents (invoices, sales receipts, bank records, etc.) that
are readily available, good dashboard and key performance indicators, timely cash and tax
forecasts.
•An experienced part-time CFO or controller who assists in design of the systems, reviews the
accounting work, financials and forecasts, participates in strategic decisions, acts as a
sounding board for tough decisions, and assists as liaison with legal, tax, accounting, audit,
IRS, acquirers, and other third parties.
•Selection and use of the proper software (both operations and accounting) tailored for use
in your niche and selected based on size and complexity of your business.
Companies with these systems in place have better access to capital (debt and equity), better
reporting and relations with investors, get higher valuations at exit, have fewer headaches
during due diligence (for mergers or exits), and can ease the pain of an IRS, State, or financial
audit (as well as lower the cost of the audit).
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#3 A company that understands the macro picture and emerging market dynamics.
Being smart at cannabis isn’t going to cut it. If a company does not have a grasp on the dynamics
of an emerging, highly regulated market, then you are in for a rocky ride. Cannabis is essentially
a commodity that is currently enjoying a pricing profile that is designed to compensate people
for the risk of being locked up in prison. I think we would all charge a pretty penny for
absorbing that risk on a day-to-day basis. That is going to change, and what will take it’s place is
commodity pricing, price volatility due to greater price elasticity and an huge increase in supply,
the emergence of brands, and the entrance of big players in industries like tobacco, beverage,
food, and basically consumer goods of every variety. If a company is not looking down the road
at how it will address these systemic challenges then it may stumble its way to success with an
absolutely incredible product, but that is a big risk to take as an investor. You should be looking
for a team that has a grasp on the macro picture, as well as deep expertize in their own domain,
or you should make sure that there are advisors and board members in the picture who can add
that perspective to the company.
#4 A collaborative approach to terms
It’s not fair to expect cannabis entrepreneurs
to think like early stage investors, or to be
familiar with the conversation that is a
necessary part of any seed investment. They
have often not built their skills in an
ecosystem that weaves together the
investment and founder community in the
way tech has done. They may well come from
an activist or black market background. They
may be incredible technicians or retailers or
whatever, but, for most cannabis
entrepreneurs, this is their first experience
raising money. You are in a position to add
value in this department to a company that
you believe is promising.
If you can offer a clear set of terms that you would want to see added to a convertible note or
other agreement that will actually be helpful to a company that feels like you can be trusted to
support the negotiation in that way. They no doubt have an attorney who can advise them away
from predatory terms, but it may be up to you to frame up the offer and then collaborate with
them on getting to terms that work for both sides. This is actually a great exercise for as an
investor, because you quickly learn if you are working with people who are teachable, open to
your input and receptive to your expertize. Your job and responsibility is to take the high road,
and make sure that you present a balanced offer that recognize the value on the other side of the
table. Doing deals this way may seem counterintuitive, but it works, and it forms the foundation
of a strong, transparent and collaborative relationship between you and the founding team. You
are not looking for a company that necessarily understands how to come up with the perfect
term sheet, but for one that will collaborate with you in creating that together.
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#5 A brand that can be bigger than the business.
This can sound like cliche but think about how it relates to cannabis. Right now there is a huge,
churning, startup economy birthing new companies by the thousands. Some of those companies
will do better than others. Certainly some will make a lot more money than others over the next
couple of years, but I would suggest that this is not a marker you should be overly focused on as
an investor. In 3 or 5, or however many years, but probably not too many, the federal rules will
change and cannabis will be taken off the Schedule One Controlled Substance List. On that day,
large, publicly traded companies backed by institutional finance, and institutional finance itself,
will have a clear pathway into cannabis. Most of those companies are not going to set up a stand
in a farmer's market or go through the pain of building a company from the ground up. They are
going to target the most established brands and they are going to buy them at valuations that
significantly overrepresent the current revenues of those companies. They are going to find a
way to get to the front of the line because that is where they like to be, and they have the cash
to make it happen. The acquisition market for well branded, well known and well loved cannabis
companies on the day that cannabis becomes legal federally will be a huge win for investors
who looked beyond revenues and early cash returns and focused on brands.
By Andrew Hunzicker and Sara Batterby
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Long-Term Investors

Stocks To Watch
General Cannabis Corp. (CANN)
CannaMark Brands, Inc. (UBQU)
Lighting Science Group Corporation (LSCG)
United Cannabis Corporation (CNAB)
94 Helix TCS, inc. (HLIX)
India Globalization Capital, Inc. (IGC)

Blue Line Protection Group, Inc. (BLPG)
Zoned Properties Inc. (ZDPY)
GreenGro Technologies, Inc. (GRNH)
Aerogrow International, Inc. (AERO)
Golden Leaf Holdings Ltd. (GLH)

Short-Term Investors

Stocks To Watch
Northsight Capital, Inc. (NCAP)
Nemus Bioscience Inc. (NMUS)
DigiPath. Inc. (DIGP)
Naturally Splendid Enterprises Ltd. (NSPDF)
22nd Century Group, Inc. (XXII)

FutureLand Corp. (FUTL)
The Tinley Beverage Co. Inc. (QRSRF)
Golden Leaf Holdings Ltd. (GLH)
GreenGro Technologies, Inc. (GRNH)
Medical Marijuana, Inc. (MJNA)
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MARK
YOUR
CALENDAR

UPCOMING EVENTS
SEPTEMB-

NOVEMBER

MJ Investor Summit
September 7, 2016
Los Angeles, CA
www.marijuanainvestorsummit.com

Cannabis Investor Summit
November 10, 2016
NY, NY
www.cannabisinvestorsummit.com

THE ARCVIEW GROUP
September 13 - 14, 2016
NY, NY
www.arcviewgroup.com

Cannabis Growth Capital Summit November
15, 2016
Las Vegas, NV
www.marijuanainvestorsummit.com

Cannabis Private Investment Summit
September 29, 2016
NY, NY
www.cannabrunch.net

MJ Business Conference & Expo
November 15 - 18, 2016
Las Vegas, NV
www.mjbizconference.com

CANNAINVESTOR Webcast
Last Thursday of the Month
Online
www.cannawebcast.com

CANNAINVESTOR Webcast
Last Thursday of the Month
Online
www.cannawebcast.com

OCTOBER
Newest Summit
October 14 - 15, 2016
SanFrancisco, CA
www.newwestsummit.com
Crypto Cannabis Conference 2016
October 21 - 22, 2016
Denver, CO
www.cryptocannabisconference.com

CANNAINVESTOR Webcast
Last Thursday of the Month
Online
www.cannawebcast.com
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Karen Paul, COO of Green Equity Media / The Marijuana Show @ karenjpaull@gmail.com or
producers@themarijuanashow.com or 213-718-1804

Calling all accredited investors who want access to great deal flow and a possible
starring role as a "Shark" on Season #3 of The Marijuana Show! We are seeking
investors with a desire to get access to top deals in the Cannabis industry that are
not available anywhere else. Our Parent company is Green Equity Media, our
investor/partners have successfully offered over 10 Million to companies in our
past two seasons. Reviewing our current deal flow, we anticipate this next season
to infuse 20 Million into the Cannabis industry!
Due to the popularity of our show, now featured on Amazon and seen by Millions,
The Marijuana show has seen hundreds of excellent pitches by CEO's of companies,
we vetted them and narrowed our list down to dozens of excellent companies for
Season #3, the winners all will be featured on our television show!
You can touch the plant, or not, it's up to you we have every imaginable deal for
your review in verticals including: ancillary, tech, bio, labs, extraction, real estate,
cbd, vaporizers, financial, grows and dispensaries. We welcome new accredited
investors to get access to our deals, plus a possible starring role on Season Three.
It's easy and free to get started! Simply go to our parent site and register as an
investor: http://greenequitymedia.com/. We will review your application, and set
up a meeting to introduce you to amazing CEO's of top companies in the Cannabis
industry! Right now, an example of deals on the table: 1) Profitable (7 figures) CBD
company in California, 2) Partner with a Grow in Maryland (1/15 winning licensees)
3) Profitable Online Retailer for ancillary products.
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SEC

Fusion Pharm

Marijuana-Related Company Charged with Scheming
Investors
Washington D.C., Sept. 16, 2016 — The Securities and Exchange Commission today announced
fraud charges in a scheme involving illegal stock sales and false financial filings of a company
that makes containers for growing marijuana.
An SEC investigation found that William J. Sears orchestrated the scheme along with his brotherin-law Scott M. Dittman, who was the CEO and sole officer at Fusion Pharm Inc. while Sears
concealed his control from behind the scenes. Sears and Dittman hired Cliffe R. Bodden to help
them create fraudulent corporate documents that enabled Fusion Pharm to issue common stock
to three other companies controlled by Sears, who then illegally sold the restricted stock into the
market for $12.2 million in profits while hiding the companies’ connection to Fusion Pharm.
Sears transferred some of his illegal proceeds back to Fusion Pharm so the money could be
falsely reported as revenue, and the company issued press releases and financial reports that
misled investors to believe the revenue came from sales of the containers called PharmPods.
Sears, Dittman, and Bodden as well as Fusion Pharm and Sears’s other three companies agreed to
settle the SEC’s charges with monetary sanctions to be determined at a later date. The SEC
barred Sears and his three companies, Dittman, and Bodden from participating in any future
penny stock offerings, and Sears and Dittman are permanently barred from serving as an officer
or director of any public company. Dittman also is permanently suspended from appearing and
practicing before the SEC as an accountant, which includes not participating in the financial
reporting or audits of public companies.
“Sears and Dittman misled investors by recording and trumpeting revenues for purported sales
of PharmPods when they were really just round-tripping money from illegal stock sales by
hidden affiliates,” said Julie K. Lutz, Director of the SEC’s Denver Regional Office.
In a parallel action, the U.S. Attorney’s Office for the District of Colorado today announced
criminal charges against Sears and Dittman.
The SEC separately instituted an administrative proceeding against attorney Tod A. DiTommaso.
The SEC Enforcement Division alleges that he issued attorney opinion letters for Sears and
Dittman falsely stating that unrestricted shares in Fusion Pharm could be issued into the market
when in reality it was restricted stock. The matter will be scheduled for a public hearing before
an administrative law judge, who will prepare an initial decision stating what, if any, remedial
actions are appropriate.
The SEC’s investigation was conducted by Kimberly S. Greer and Ian S. Karpel of the Microcap
Fraud Task Force along with L. James Lyman in the Denver Regional Office. The litigation will be
led by Stephen C. McKenna and supervised by Gregory S. Kasper. The SEC appreciates the
assistance of the U.S. Attorney’s Office for the District of Colorado, Federal Bureau of
Investigation, Internal Revenue Service, U.S. Postal Service, and Financial Industry Regulatory
Authority.
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This document contains "forward-looking statements" as that term is defined in Section 27(a) of the Securities Act of 1933, as amended, and Section 21(e) of the Securities
Exchange Act of 1934, as amended. Statements may contain certain forward-looking statements pertaining to future anticipated or projected plans, performance and developments, as well as other statements relating to future operations and results. Any statements in this document that are not statements of historical fact may be considered to be
forward-looking statements. These forward-looking statements by their nature are estimates of future results only and involve substantial risks and uncertainties, including but
not limited to risks associated with the uncertainty of future financial results, additional financing requirements, development of new products, our ability to complete our product
testing and launch our product commercially, the acceptance of our product in the marketplace and other uncertainties detailed from time to time in our reports filed with the
Securities and Exchange Commission, available at www.sec.gov.
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