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An independent cannabis testing laboratory and media firm.

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, consistent with its belief that both medical and recreational cannabis
adhere to the same standards as other food and drugs.
The Company runs both 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.

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 and
technology to create structure and process in an effort to ensure maximum cannabis safety
through education, testing, and certification.
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Nevada Voters Legalize Recreational (Adult-Use) Cannabis
The combination of shifting public opinion and success experienced over the past two years by
legal medical and recreational cannabis states has given rise to the passage of new cannabis
regulations and has offered voters the confidence to pass new legislative initiatives, as reflected
by the outcome of the 2016 elections. In the recent November elections, Nevada residents
voted to legalize recreational cannabis, a move that enables the state's 42 million yearly
visitors to purchase and consume marijuana legally.
Recreational cannabis in Nevada is estimated to generate more than $1.1 billion in tax revenue
and economic activity over the course of the law's initial eight years, according to a study by Las
Vegas-based RCG Economics. For the first 18 months after the legalization of recreational
marijuana, current medical marijuana state registration certificate holders (dispensary owners)
will have priority on building new facilities for recreational marijuana. That includes new
dispensaries, cultivation and testing facilities, and manufacturing facilities for paraphernalia.

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 5,500 cannabis product samples, representing over 25,000 pounds of cured flower, from
many of the 51 growers and 27 production facilities in Clark and Nye Counties (the counties in
which Digipath currently operates) licensed by the State of Nevada. The Company continues to
add new customers as they come online and works with The Association of Commercial Cannabis
Laboratories and the Coalition for Responsible Cannabis Production to instill good laboratory
standards and practices around the country. The number of potential customers for Digipath in
Clark County in Nevada has more than doubled in 2016 to 72 licensed operators (47 cultivation
facilities and 25 production facilities).
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 will also have a highly favorable long-term impact. In
November, voters followed in the footsteps of states like Colorado and Washington in
legalizing adult-use marijuana. The move opens the door to Nevada’s 42 million yearly visitors
to purchase and consume marijuana legally, raising tax revenue and creating significant
opportunities for businesses.
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Digipath intends to continue adding new customers as they come into the market and to work
with the Conference of Western Attorney’s General to instill good laboratory standards and
practices around the country.

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.
Dr. Cindy Orser, Ph.D., a 20-year 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 peerreviewed publications after earning her Ph.D.
from the University of California Berkeley and
B.S. in botany from Montana State University.
Through Dr. 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 Digipath
as a market leader in cannabis lab testing.

Digipath Labs Awarded the Emerald Test Badge for Both Potency and Microbial
Screening
The Emerald Test® uses the standard Inter-Laboratory Comparison Proficiency Testing (ILC/PT)
program for evaluating how accurately and dependably testing labs perform, by comparing how
well the lab measures anonymous samples. ILC/PT programs are common in many testing
industries, including environmental, food, pharmaceutical, water, and petrochemical,
providing a point of reference on how well the testing labs are performing individually and as
a group. Individual labs can use their ILC/PT results to verify proficiency to their customers and
state regulatory bodies and to point out analytical tests needing further validation effort.
The Emerald Potency Test requires the quantitative determination of five cannabinoids (THC,
THC-A, CBD, CBDA, and CBN) in methanol between 10-1,000 µg/ml. The Emerald Test Advisory
Panel uses a criterion of scoring within 2 standard deviations on cannabinoid analytes to
determine which labs receive an Emerald Test Badge. These Badges provide a measure of
assurance and reliability to the industry, especially to those who depend on the testing lab's
results for safety, health, and product performance.
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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
self-regulate 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 confirms 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 (e.g. mercury, arsenic, lead,
and cadmium)
•Biological toxins (e.g. mycotoxins:
aflatoxins and ocratoxin A)

•Microbial contaminants including:
-pathogenic E. coli and 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
chemoprofiles, including both cannabinoid and terpenoid profiles, which determine the
suitability of specific cannabis strains for the treatment of specific ailments.

Digipath’s Intellectual Property Enables True, Standardized Definition and
Identification of Strains
Currently, the lack of standardized naming conventions in the cannabis industry (use of
acronyms, non-standard abbreviations, etc.) is making it increasingly difficult to know what is on
the market and to make effective comparisons. This uncertainty is impacting many ancillary
efforts, including confidence at the dispensary, and is creating a regulatory quagmire for
trademarking and patenting strains (i.e. cultivars).
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Due to this uncertainty, knowledgeable consumers have been driven to pay premiums for
authenticated flower through which desired product experiences can be consistently attained.
Most cannabis testing labs are complying with the minimum state-mandated quality assurance
testing protocols combined with basic chemoprofiling of cannabis and cannabis-based
products. However, Digipath Labs has gone far beyond the minimum mandate and has
embarked on a robust multivariate analysis of over 5,000 chemoprofiles from flower samples
evaluated in its Las Vegas laboratory.
This analysis is expected to result in the consolidation of unique flower chemoprofiles that will
be instrumental in defining clinically relevant chemotypes masquerading under a plethora of
strain names. Once the chemotypes are defined, Digipath Labs plans to select representative
strains for each distinct chemotype and submit them for genotyping analysis. The genotyping
data will confirm the chemotypes, and this combined dataset will establish standardized,
genetically defined conventions for the classification of cannabis strains, translating to truth in
advertising throughout the industry.
Such a dataset will have value to any medical patient or recreational consumer interested in a
consistent cannabis experience. Instead of merely directing patients and consumers to various
dispensaries based on the availability of strains by pseudonym, existing providers such as Leafly
and WeedMaps would be able to utilize the Digipath dataset to provide patients and consumers
direction based on specific, certified cultivars (as well as the various brand names used by
cultivars). This effort will parallel the establishment of cannabis phylogenetic trees, pinpointing
what clinically relevant strains are being cultivated, as well as illuminating the numerous
pseudonyms under which these true cultivars have been marketed, all beginning in Nevada and
expanding to other markets worldwide.

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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Licensing Opportunity Evolves – Monetizing Market Leadership
As additional states and countries vote on and implement legalized cannabis programs, many
will look to develop lab testing policies and procedures similar to Nevada’s stringent
requirements. As such, Digipath is in position to act as a consultant to these states, countries,
and lab testing companies by leveraging its operational, technical, and business know-how,
including:
•Lab facility build out
•Patient manuals
•Data and analytics
•Testing protocols

•Standard operating procedures (SOPs)
•Educational materials
•Laboratory Information Management
Systems (LIMS)
•Marketing materials

Through these arrangements, Digipath will seek to collect upfront and ongoing licensing and
consulting fees as compensation.

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 having the ability to use 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.
The lab testing 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 hospitalbased 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 would be
able to strengthen its market offering,
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 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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