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Delta 9 Cannabis joins short list of profitable
cannabis companies by staying true to its model
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Delta 9 Cannabis Inc (TSE:DN) (OTCQX:VRNDF) is a Canadian cannabis
producer with a key advantage over its industry peers - it's turning a profit.
The Winnipeg-based company reported revenues of C$11.8 million during its
first quarter 2020, a 109% increase from the $5.6 million from the same period
a year ago, and positive net income of $2.9 million or $0.02 per share for the
three-month period ended March 31.
At a time when so many cannabis companies are struggling even without the
added burden of the coronavirus pandemic, these numbers are remarkable.
With quarter-over-quarter growth and near-term catalysts that position the
company to deliver results, Delta 9 is clearly on a roll.
WATCH: Delta 9 Cannabis leverages unique strategy to generate record
earnings in Q1 2020
The numbers are a clear indicator of the strength of the firm's three individual
business units, says CEO John Arbuthnot. Delta 9's diversified revenue
streams include a chain of four retail storefronts (with an additional three
pending license), wholesale cannabis sales and a B2B division that offers the
modular cultivation equipment known as Grow Pods, consulting, and genetics
sales. Retail sales lead the company's overall totals at $5.7 million, while B2B
and wholesale revenues both landed at $3 million.
"What stands out to us from a revenue standpoint is the strength in our retail
division," Arbuthnot said in a recent interview with Proactive. "Our B2B
numbers continue to be strong, and we saw quite an uptick in our wholesale
business both in number of grams sold and the average selling price."
The results led to Canaccord Genuity upping its price target from C$0.60 to
C$0.75 and rating the stock as a Speculative Buy this week. "We believe a
pipeline of Grow Pod projects will continue to boost revenues over the next
couple of quarters while retail store growth should provide a conduit for
wholesale distribution over the coming 24 months," analyst Kimberly Hedlin
wrote.
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Delta 9 Cannabis Inc. is a vertically
integrated cannabis company focused on
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Pattern of profits
In a sign of positive momentum, gross profit came in at $4.9 million during the quarter, a 51% increase from the $3.2
million it put up over 4Q 2019.
"It's a major inflection point for any business to reach profitability, particularly important in the cannabis space and
obviously critical given the COVID-19 situation and capital markets volatility," Arbuthnot commented.
For a company that displays a pattern of positive growth and positive earnings, it may come as a surprise that Delta 9's
market capitalization still sits at around $42 million. That's largely a function of the wider dynamics at play in the
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cannabis sector, according to Arbuthnot. Investor sentiment towards the space has soured considerably as companies
routinely fell short of expectations during the first year of legalization. Capital allocation is going towards the big players
that provide a sense of security, rightly or wrongly, in the stock.
The recent results, however, may change that perception, according to Arbuthnot. "I think we've weathered the past few
months a little bit better than our competitors. Posting positive results like we have puts the company in a very different
light. I've always thought that cannabis companies will start to trade based on metrics like revenue, earnings and
EBIDTA, similar to all other sectors. Right now we're only trading at around four times earnings, but as we start to see a
rebound in global equities, a name like Delta 9 could see a significant increase in our share price once the market starts
to gain recognition of these results."
Diversified revenue model
What's driving the success of Delta 9 is its diversified revenue model that allows the company to be nimbler than their
peers. The firm is an industry leader in the province of Manitoba with a 30% market share and boasts an ample strain
library with 350 seeds available for cultivation, including 75 commercial and 12 core strains. It is also pioneering a
unique method of cultivation using Grow Pods, or modular shipping container-esque units that ensure consistency and
quality in production.
"The best way to de-risk our business model was to vertically integrate and capture as much margin as possible along
the value chain," Arbuthnot said.
The firm positioned its business to become a low cost producer who can take product right to the end consumer, which
helps to protect it against any supply and demand uncertainties. "It's very important in terms of the company's strength,
and certainly unique from an investor standpoint to have the opportunity to have exposure to many different business
segments."
Delta 9 is currently licensed to produce around 8,500 kilograms per year. Health Canada recently approved a purposebuilt processing centre that will allow the firm to bottle, package and distribute up to 25,000 kilograms annually. As a
result, the firm is ramping up its production capacity and should be able to nearly double its current first quarter output
of 1.2 million grams.
Arbuthnot also sees an opportunity for the company to become a net buyer of cannabis from other producers and
distribute branded Delta 9 product in a consumer packaged format. "We work with a lot of different partners in our B2B
segment and provided our grow pods or other infrastructure with genetics, and now we can work with these groups to
bring that product into our facility for distribution across Canada," Arbuthnot said. "It gives us a great opportunity to not
only leverage our business assets but also our existing partnerships with other licensed cultivators to increase our
overall revenue and capacity from our wholesale business."
Essential service
Unlike most small businesses around the world, Delta 9 is deemed an essential service amid the coronavirus pandemic.
Its retail segment saw a notable uptick in foot traffic to physical locations and a huge increase in online orders since a
pandemic was declared in March. In addition to making the required adjustments such as heightened cleaning
procedures and Plexiglas shields, Arbuthnot and the team boosted the salaries of front-line employees by $2 per hour.
What's more, the company has hired an extra 76 staff members since March 26.
Delta 9's strong balance sheet gives the company a solid basis to grow. Its cash position increased from the end of last
year to the end of the first quarter and the company is now producing positive operating cash. It ended the quarter with
C$23.9 million in working capital and has excess capacity under its existing credit facility - an important differentiator in
an uncertain post-COVID global economy.
"We have a good amount of working capital and access to additional capital where we need it," Arbuthnot said. "There's
a strong underlying foundation here that gives us real safety."
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Contact Angela at angela@proactiveinvestors.com
Follow her on Twitter @AHarmantas
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Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored to your specific situation.
In exchange for publishing services rendered by the Company on behalf of Delta 9 Cannabis Inc. named herein, including the promotion by the Company of
Delta 9 Cannabis Inc. in any Content on the Site, the Company receives from said issuer annual aggregate cash compensation in the amount up to Twenty
Five
Thousand
dollars
($25,000).
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