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KushCo Holdings has positioned itself as a premier
'picks and shovels' provider of cannabis and CBDrelated ancillary products

1.36

Price:

$179.71 m

Market Cap:

1 Year Share Price Graph

Long-term relationship with industry leaders
Has sold more than 1 billion of its products
Transitioning to positive cash flow

What KushCo Holdings does:
North America's burgeoning cannabis sector has sparked rapid growth for
California-based KushCo Holdings Inc (OTCQX:KSHB), which has established
itself as a premier provider of ancillary products and services to the global
cannabis and CBD industries.
The company has been operating for more than 10 years, selling over one
billion units to growers, processors, producers, and brands across North
America, South America, and Europe.
KushCo's products and services include:
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Cannabis
Vaporizer hardware and technology (about 60% of the company's
Sector:
revenue), producing cartridges, pod systems and batteries with a
www.kushco.com
Website:
variety of core materials and heating technologies
Company Synopsis:
Packaging, papers and supplies (about 30% of the company's
KushCo Holdings, Inc. (OTCQX: KSHB)
revenue), which encompasses manufacturing child-resistant
(www. kushco. com) is a premier provider of
compatible, fully customizable and CBD packaging plus compliant
ancillary products and services to the legal
labels and processing supplies
cannabis
and
CBD
industries.
Energy and natural products (approximately 10% of the company's
revenue), which includes cannabis and CBD-based hydrocarbons,
action@proactiveinvestors.com
solvents and food-safe oils as well as investments in stainless steel
storage tanks
CBD services, such as retail execution, merchandising, and sales
management for compliant hemp-derived CBD products, along with
hemp trading solutions for growers and processors
Equipment financing through the company's strategic partnership with
XS Financial, in which KushCo owns an approximate 19.5% equity
stake
KushCo Holdings is led by CEO Nick Kovacevich, a serial entrepreneur with success launching BigRentz, Alpha West
Holdings, and KushCo, each having generated more than $50 million in annual revenue.

How is it doing:
In early 2020, KushCo launched a strategic plan to achieve positive adjusted EBITDA, which included reducing its
overhead, streamlining warehouse operations, reducing its inventory, and drastically altering its sales strategy and
resources to rely less on the smaller operators, while doubling down on efforts to solidify and strengthen its core base of
large MSOs, LPs, and leading brands.
The company announced that it has partnered with United Pacific, one of the largest owners of gas stations and
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convenience stores in the western United States, to expand CBD distribution across 350 locations in California,
Nevada, Oregon, Washington and Colorado. KushCo said it will work with United Pacific to curate customized CBD
Wellness Centers across 350 United Pacific locations, with each wellness center expected to feature custom displays
provided by the brands. The company said it is targeting a December 2020 launch.
As well, KushCo's investee company XS Financial Inc reported recently that it has agreed to provide Columbia Care
with an equipment lease facility of up to US$5.0 million to purchase new equipment.
KushCo formed a partnership and invested in XS Financial, a specialty finance company that provides scalable
equipment leasing solutions to cannabis and hemp companies in the US, in January 2020.
In January 2021, the company announced fiscal 2021 first-quarter revenue of $26.8 million along with its second
consecutive quarter of positive adjusted EBITDA, as the company achieved record December sales of $14.7 million.
KushCo also increased its net revenue guidance for its fiscal year 2021 to be between $130 million and $160 million,
from between $120 million and $150 million previously, and reiterated its expectation for adjusted EBITDA for the fiscal
year to be between $5 million and $7 million.
The company ended 1Q 2021 with approximately $5.7 million in cash as of November 30, 2020.

What the broker says:
Roth Capital analysts increased their target price on shares of KushCo to $2.25, while reiterating their 'Buy' rating,
saying the company's 1Q 2021 financial results displayed progress on key initiatives with operating fundamentals
moving in the right direction.''
The analysts noted that KushCo's revenue of $26.8 million was in line with its lowered estimates and the company
managed positive $0.5 million in adjusted EBITDA (Earnings Before Interest, Taxes, Depreciation and Amortization, or
AEBITDA), despite industry challenges that impacted its gross margins.
"Despite the headwinds associated with shipping delays, COVID-19 and supply chain interruptions, KSHB managed to
publish sequential revenue growth and continued positive AEBITDA margins," the Roth Capital analysts wrote.
They added: "We believe management saw a ~200-300bp decline in its gross margins attributable to COVID-related
supply chain issues but this was mostly offset by continued expense reductions and sequential revenue growth. KSHB
also called out December as its most successful quarter at ~$14.7M and we believe the business continues to deeply
align with large, reputable clients (90% of sales from its top-100 clients) who are capitalizing on industry strength.
"We believe as the company's revenue growth rate normalizes post-COVID-related issues, its expense structure and
leaned out business model will drive bottom-line growth. We also view the current trading multiple of 0.6x 2021 sales
represent a material discount to the potential prospects of the business and believe the company can easily trade up
into the 2.0x range."
The Roth analysts also raised their 2021 revenue estimates for KushCo Holdings to $142.3 million from $136.5M and
AEBITDA to $6.9 million from $6.7 million, citing the continuing state medical and recreational sales strength along with
the addition of new adult-use legislation in Arizona and New Jersey.
They added that they anticipate some additional sales hires by KushCo in the near term to service its expected client
growth on the horizon.
"We believe the consolidation of MSOs (multi-state operators) and LPs (licensed producers) benefits KSHB and believe
this should be a transformative year when the business turns the corner from a top-line growth standpoint," the analyst
wrote.
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Inflection points:
M&A opportunities
Fiscal 2021 net revenue of between $130 million and $160 million expected
Anticipating 2021 adjusted EBITDA of between $5 million and $7 million

What the boss says:
Commenting on the company's 4Q 2020 financial results, KushCo Holdings CEO Nick Kovacevich said in a statement:
"After a challenging start to the fiscal year - beginning with the illicit market vape crisis and, shortly thereafter, the onset
of the COVID-19 pandemic - fiscal Q4 2020 was one of the most transformational quarters in KushCo's entire 10-year
history. We onboarded several new high profile customers, returned to growth, executed many of the major initiatives of
our 2020 Plan, and achieved our first quarter of positive adjusted EBITDA and cash flow from operations in more than
years."
He added: "From a revenue perspective, we generated $26.5 million, representing a 19% increase compared to fiscal
Q3. The sequential growth was largely driven by an increase in sales to our top customers with whom we have worked
hard these past two years to develop deep relationships. These customers are continuing to enter new markets and
solidify their positions in existing markets, demonstrating our thesis that the industry will continue to see more
consolidation, and that we will be rewarded by aligning ourselves with these larger operators."

Contact Sean at sean@proactiveinvestors.com
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Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
private
client
brokers,
fund
managers
and
international
investor
communities.
Contact us

+44 (0)207 989 0813

action@proactiveinvestors.com

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 KushCo Holdings Inc. named herein, including the promotion by the Company of
KushCo Holdings 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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