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MONTH IN REVIEW & OUTLOOK 
 
December	 saw	 early	 weakness,	 with	 the	 index	
bottoming	out	in	the	middle	of	the	month,		but	the	
20	 Investor	 Marijuana	 Index	 	 ended	 the	 year	
ith	its	11th	losing	month:	

4
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The	 index,	 which	 was	 rebalanced	 as	 part	 of	 the	
regular	quarterly	process	at	the	end	of	September,	
had	 26	 members	 and	 saw	 2	 double‐digit	 and	 1	
triple‐digit	percentage	gainers	and	19	double‐digit	
percentage	decliners	during	 the	month,	 including	
seven	 that	 lost	 more	 than	 33%.	 	 The	 index	
decreased	 7.3%	 to	 39.25	 during	 December	 and	
was	 down	70.0%	 in	 2015.	 	 The	 420	Opportunity	
model	portfolio	decreased	0.4%	in	December	and	
as	down	33.3%	in	2015,	falling	dramatically	less	

	
w
than	the	index.
	
Merrill	 Lynch	 issued	 a	 research	 report	 on	 the	
cannabis	industry,	focusing	on	the	biotech	and	lab	
testing	 opportunities.	 The	 University	 of	 Vermont	
will	 offer	 the	 first	 medical	 cannabis	 taught	 in	 a		
medical	 school.	 The	 US	 Postal	 Service	 informed	
newspapers	 in	 the	 Northwest,	 initially,	 and	 then	
nationally,	 that	 it	 is	 illegal	 to	 deliver	 papers	 that	
contain	 cannabis	 advertising.	 The	 Obama	
Administration	 supported	 Colorado	 in	 its	

Supreme	 Court	 case	 	 involving	 Oklahoma	 and	
Nebraska.	The	DEA	moved	to	make	access	to	CBD	
asier	 for	 researchers	working	 on	 FDA‐approved	e
clinical	trials.	
	
In	 California,	 the	 legalization	 initiative	 effort	 is	
now	 centered	 upon	 what	 is	 known	 as	 the	 "Sean	
Parker"	initiative,	with	ReformCA	throwing	in	the	
towel	 on	 its	 effort.	 	 In	 Florida,	 the	 organizers	 of	
the	effort	to	get	legalization	on	the	ballot	in	2016	
decided	to	pursue	it	 in	2018,	citing	their	 inability	
to	 gain	 enough	 petitions	 in	 time	 for	 certification.	
Maryland	 will	 delay	 awarding	 licenses	 for	 its	
medical	 cannabis	 program	 until	 next	 summer.		
One	 of	 two	 ballot	 initiatives	 in	 Massachusetts	
failed	 to	 qualify.	 	 The	 leader	 announced	 that	 he	
will	work	 to	 defeat	 the	 rival	 initiative	 sponsored	
by	 Marijuana	 Policy	 Project,	 yet	 another	 sign	 of	
the	 discord	 between	 various	 proponents	 of	
legalization.	 	Minnesota	added	 intractable	pain	 to	
its	 list	 of	 qualifying	 conditions,	 a	 move	 that	 will	
dramatically	 expand	 the	 number	 of	 potential	
patients	 beginning	 in	 August.	 	 The	 Confederated	
Tribes	 of	 Warm	 Springs	 in	 Oregon	 moved	 to	
verwhelmingly	 approve	 a	 cannabis	 cultivation,	o
processing	and	sale	project	in	a	landslide	vote.	
	
In	Canada,	the	RCMP	raided	illegal	dispensaries	in	
Nanaimo,	 BC.	 To	 some,	 this	 is	 confusing,	 as	
legalization	 is	 imminent,	 but	 the	 new	 system	
won't	 be	 a	 free‐for‐all,	 with	 unregulated	 supply.	
Health	 Canada	 approved	 the	 sale	 of	 extracts	 for	
the	 first	 time	 and	 also	 conducted	 several	
inspections	 of	 facilities	 awaiting	 licensing.	 The	
Trudeau	 	 leadership	 team	appears	 to	be	 taking	 a	
deliberative	process	that	will	be	careful	not	to	set	
taxes	 too	 high.	 Colombia	 hasn't	 finalized	 details,	
ut	the	President	signed	a	decree	authorizing	the	b
creation	of	a	medical	cannabis	program.	
		
Longer‐term	 fundamentals	 for	 the	 industry	
remain	 positive,	 as	 legal	 and	 medical	 cannabis	
continue	 to	 expand	 on	 a	 state‐by‐state	 basis	 and	
as	the	industry	moves	from	the	black‐market.		The	
early‐in‐the‐year	 explosion	 in	 demand	 for	 the	
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stocks	 in	 2014	 led	 to	 unsustainable	 valuations	
(and	 a	 lot	 more	 supply	 of	 stock,	 much	 of	 which	
was	 from	 companies	 that	 appear	 to	 lack	
substance).	 	 This	 year,	 investors	have	 focused	on	
he	 few	 companies	 with	 more	 visible	 near‐term	t
revenue	opportunities.	
	
The	big	themes	ahead	are	likely	to	be	the	potential	
for	 the	 DEA	 to	 reschedule	 cannabis	 and	 better	
clarity	 from	 the	 federal	 government	 for	 banks	
(both	part	of	the	proposed	CARERS	Act	and	other	
proposed	 legislation),	 resolution	 of	 the	
MMAR/MMPR	 lawsuit	 in	Canada,	 the	 inclusion	of	
extracts	 in	 Health	 Canada's	 MMPR	 program	 and	
its	 continued	 growth	 in	 patient	 enrollment,	
potential	legalization	in	Canada,	progress	in	2015	
with	 respect	 to	 MMJ	 expansion	 and	 2016	 ballot	
initiatives	 and	 legislative	 initiatives	 for	 legal	
cannabis	 (AZ,	 CA,	 MA,	 ME,	 MI,	 NV	 and	 possibly	
others),	the	Presidential	election	in	2016,	rollouts	
in	 Oregon	 and	 Alaska,	 congressional	 handling	 of	
D.C.'s	attempts	to	legalize,	and	implementations	of	
several	 state	 MMJ	 programs,	 including	 Florida	
(CBD	only),	Hawaii,	 Illinois,	Maryland,	Minnesota,	
New	 York,	 Nevada,	 Massachusetts	 and	 Puerto	
ico,	 and	 the	 implementation	 of	 the	 new	 state	R
program	in	California.	
	
The	slide,	which	began	in	March	of	2014,	reversed	
out	 the	 entire	 gains	 from	 early	 2014,	 with	 the	
market	 currently	 well	 below	 the	 summer	 2013	
lows.	 Despite	 the	 correction,	 most	 valuations	
remain	 high.	 Positively,	we	 are	 seeing	 some	 new	
entrants	 into	 the	publicly‐traded	 sector	of	higher	
quality,	and	hopefully	we	see	more	in	2016.	Please	
remember	that	it	remains	the	case	that	most	of	the	
penny	stocks	will	not	succeed.	I	expect	that	there	
ill	 be	 just	 a	 few	 winners	 among	 the	 300+	
ompanies	that	are	currently	on	our	Broad	List.	
w
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420 Investor Marijuana Index 
Update 
	
Each	 quarter,	 I	 rebalance	 the	 420	 Investor	
Marijuana	 Index,	which	 is	 designed	 to	 reflect	 the	
universe	 of	 publicly‐traded	 cannabis	 stocks.	 	 The	
index,	which	is	equally	weighted	at	the	beginning	
of	 the	 quarter,	 includes	 all	 cannabis	 stocks	 that	
have	average	daily	trading	value	in	excess	of	$15K	
and	 a	 price	 of	 at	 least	 $0.0020.	 	 In	 the	 prior	
quarter,	 the	 threshold	 for	 the	 minimum	 daily	
average	trading	value	was	$20K.		This	quarter,	the	
index	 will	 include	 29	 names,	 up	 from	 26	 for	 Q4	
and	representing	about	8%	of	the	entire	universe	
of	companies.	The	420	Investor	Focus	List,	which	
urrently	 has	 27	 members,	 	 includes	 8	 names	c

	 2

outside	of	this	index.	
	
The	poor	liquidity	of	the	market	and	lower	trading	
volumes	 resulted	 in	 the	 removal	 of	 5	 companies,	
including	 Cannabis	 Sativa	 (CBDS),	 CrowdGather	
(CGWG),	 GrowBlox	 Sciences	 (GBLX),	 Generex	
Biotechnology	 (GNBT)	 and	 Green	 Technology	
Solutions	 (GTSO).	 Additionally,	 American	 Green	
(ERBB)	and	Pazoo	(PZOO)	fell	below	the	minimum	
price.	 Affinor	 Growers	 (RSSFF)	 fell	 out	 because	
new	 management	 is	 no	 longer	 focused	 on	
cannabis.	
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The	eleven	additions	included	five	names	that	had	
previously	been	part	of		the	index,	with	Directview	
Holdings	(DIRV),	Neutra	Corp	(NTRR),	Two	Rivers	
(TURV),	Vape	Holdings	(VAPE)	and	22nd	Century	
Group	 (XXII)	 returning.	 	ACBFF,	TURV,	VAPE	and	
XII	 are	 the	only	names	among	 the	 entrants	 that	

st.	
X
are	on	the	Focus	Li
	
Aurora	Cannabis	(ACBFF),	the	Canadian	MMPR	LP	
based	 in	Alberta	that	recently	received	 its	 license	
to	sell.		Its	shares	trade	on	the	OTCQB	and	the	CSE	
in	 Canada.	 	 DIRV	 is	 an	 overly	 promotional	
company	 that	 provides	 security	 service	
equipment	 installations	 	 to	 the	 cannabis	 industry	
and	others.		FBEC	Worldwide	(FBEC)	is	marketing	
hemp	 juice	 energy	 drinks,	 which	 ordinarily	
wouldn't	qualify	the	company,	but	it	 is	marketing	
CBD‐based	 products	 for	 a	 UK	 based	 firm	 and	
intends	 to	 launch	 a	 CBD‐infused	 drink	 as	 well.	
India	Globalization	Capital	(IGC)	is	a	conglomerate	
that	trades	on	the	NYSE‐MKT	and	is	developing	an	
intellectual	 property	 portfolio.	 	 It	 also	 has	 a	
minority	 stake	 in	 Midtown	 Partners,	 an	
investment	 bank	 focused	 on	 the	 cannabis	
industry.	 	 IPOWorld	(IPOW)	is	changing	its	name	
to	 CannaMatrix	 and	 also	 alleges	 to	 provide	
branding,	 consulting,	 colocation	 and	 security	
services	 to	 cannabis	 companies.	 Minerco	
Resources	 (MINE)	 finally	 announced	 that	 it	 will	
include	 CBD	 in	 its	 The	 Herbal	 Collection	 tea,	 CB	
Tea.	NTRR	 is	one	of	the	worst	OTC	fake	cannabis	
companies,	 now	 focused	 on	 topicals	 as	 well	 as	
continually	talking	about	its	pesticide	alternatives.	
Rocky	 Mountain	 High	 Brands	 (RMHB),	 formerly	
Totally	Hemp	Crazy,	is	going	to	offer	a	new	line	of	
beverages,	called	Blue	Leaf,	with	25mg	of	CBD	per	
can.	 	 TURV	 controls	 GrowCo,	 which	 is	 growing	
cannabis	 in	 its	 Colorado	 greenhouse	 to	 be	
harvested	in	early	February.		VAPE	has	a	new	CEO	
that	 will	 refocus	 the	 company	 on	 its	 core	 Hive	
Ceramics	products	 as	well	 as	market	 a	 vape	pen.		
XXII	 	 returns	 after	 recently	 recommitting	 to	 its	
R&D	on	low‐THC	hemp.		Its	new	CEO	had	stepped	
away	from	an	acquisition	done	by	his	predecessor.	

	
The	 other	 18	 returning	 members	 of	 the	 index	
include	the	 following	tickers:	 	CANN,	CANV,	CBIS,	
FITX,	 GRNH,	 GWPH,	 HEMP,	 IMLFF,	 LXRP,	 MCIG,	
MDBX,	 MJNA,	 MSRT,	 OGRMF,	 PMCB,	 SPRWF,	
SRNA,	and	TRTC.	 	The	current	 index	includes	 	six	
companies	based	in	or	operating	in	Canada.	 	Only	
11	 of	 the	 29	 companies	 are	 trading	 with	 daily	
average	 trading	 value	 in	 excess	 of	 $100K,	
including	 ACBFF,	 CBIS,	 GWPH,	 HEMP,	 MDBX,	
MJNA,	OGRMF,	PMCB,	SPRWF,	TRTC	and	XXII.	

Health and Wellness Will Drive 
Cannabis Industry Growth 
 
One	 of	 the	 most	 compelling	 aspects	 to	 the	 legal	
cannabis	 industry	 growth	 story	 is	 that	 the	 vast	
majority	 of	 the	 growth	will	 come	 from	migrating	
the	black	market.	 	In	simple	terms,	the	demand	is	
already	there,	but	the	supply	will	shift.		While	this	
one	 factor	 is	 certainly	 the	 key	 driver,	 there	 is	 an	
opportunity	 is	 to	 expand	 the	 overall	 market.	
Within	the	recreational	market,	for	instance,	there	
could	 be	 some	 shift	 over	 time	 from	 other	
psychoactives,	 like	 alcohol.	 	 With	 the	 medical	
market,	 we	 will	 likely	 see	 substitution	 from	
pharmaceuticals	 into	 cannabis.	 	 This	 is	 why	 the	
lcohol	 and	 pharmaceutical	 industries	 are	a
watching	legalization	developments	closely.	
	
	Many	 characterize	 cannabis	 consumers	 as	 either	
"recreational"	 or	 	 "medical",	 but	 this	 framework	
oversimplifies	 and	 also	 excludes	 significant	
overlap	 of	 self‐medicating	 patients	 who	 are	
misclassified	 as	 "recreational".	 	 To	 address	 the	
entire	 spectrum,	 the	market	 is	 likely	 to	 evolve	 to	
three	 types	 of	 go‐to‐market	 strategies,	 including	
those	 who	 focus	 on	 purely	 the	 recreational	
aspects	 looking	 to	 medicate	 the	 masses	 cost‐
effectively,	 those	 that	 pursue	 an	 extremely	
expensive	 and	 time‐consuming	 pharmaceutical	
approach,	 like	 GW	 Pharmaceuticals	 and	 a	 few	
others	 that	 want	 to	 go	 the	 FDA	 route,	 and	 the	
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balance	that	will	pursue	what	might	be	the	biggest	
opportunity,	health	and	wellness.	
	
Americans	spend	hundreds	of	billions	of	dollars	a	
year	 on	 health	 and	 wellness	 products	 and	
services.	 	 A	 thoughtful	 research	 piece	 from	
AlixPartners	 in	 early	 2014	 made	 no	 mention	
whatsoever	of	cannabis,	which	isn't	even	included	
in	 this	category	at	 this	 time	by	most	 surveys,	but	
some	of	 the	 conclusions	are	extremely	applicable	
to	the	industry.	

	
	
It's	 not	 hard	 to	 imagine	 that	 over	 time,	 as	 they	
become	 more	 aware	 of	 potential	 health	 benefits	
and	the	products	become	available	in	more	states,	
especially	 without	 the	 requirement	 of	 getting	 a	
recommendation	 from	 a	 doctor,	 	 consumers	 will	
eek	 out	 cannabis	 as	 a	 health	 and	 wellness	

	 4

s
product.			
	
One	 missing	 ingredient	 is	 the	 lack	 of	 research.		
Unfortunately,	 the	 National	 Institute	 of	 Drug	
Abuse	(NIDA),	overseen	by	 the	DEA,	approves	all	
research	studies,	and,	not	surprisingly,	the	agency	
is	more	 interested	 in	studies	pointing	to	the	evils	
of	cannabis.		Fortunately,	NIDA	has	no	oversight	in	
Canada,	where,	with	legal	medical	cannabis,	there	
is	 a	 substantial	 push	 for	 research	 studies.	 	 One	
that	 caught	my	attention	 recently	was	an	 arthitis	
study	 sponsored	 by	 Aphria	 and	 Peace	 Naturals.		
Aphria,	 Emerald	 Health	 Botanicals,	 MedReleaf,	
Peace	 Naturals	 and	 Tilray	 sponsored	 a	 national	
medical	 cannabis	 roundtable	 discussion	 in	
Vancouver	 in	 December.	 	 The	 Arthritis	 Society	

reports	 that	65%	of	people	accessing	cannabis	 in	
anada	 through	 MMPR	 are	 doing	 so	 to	 manage	

is l i 	
C
arthrit ‐re ated	pa n.		
	
There	 is	 plenty	 of	 anecdotal	 evidence	 that	
cannabis	can	help.		ASA	posts	plenty	of	doctor	and	
patient	testimonials.		Still,	this	type	of	information	
isn't	exactly	mainstream.		For	instance,	if	one	goes	
to	 WebMD,	 it's	 not	 mentioned	 as	 a	 treatment	
option.	 	The	same	 is	 the	case	 for	 the	Mayo	Clinic.		
It	will	 take	published	research	before	these	types	
of	 health	 portals,	 from	 which	 millions	 of	 people	
get	 their	 information,	 or	 the	media	 starts	 talking	
bout	the	wonder	drug,	cannabis.		Perhaps	Sanjay	a
Gupta	will	need	to	do	a	Weed	4.	
	
Healthcare	 spending	 in	 the	 U.S.	 is	 among	 the	
highest	in	the	world		and	is	a	pending	crisis	as	our	
population	ages.	 	The	data	 is	quite	old,	but	direct	
costs	 for	 arthritis,	 for	 example,	 according	 to	 the	
CDC	 was	 $80	 billion	 in	 2003,	 and	 this	 doesn't	
include	 indirect	 costs	 like	 lost	 earnings	 due	 to	
inability	to	work	that	the	agency	estimated	added	
another	 $43	 billion.	 	 This	 is	 just	 one	 easy	 target	
(pain	 reduction)	 where	 cannabis	 could	 displace	
ore	 costly	 treatment	 options	 that	 can	 have	

34% of the total monthly amount consumers 
spend on food and beverage products, health 
and beauty aids, and household products 
combined goes to offerings that promise 
health and wellness benefits. According to 
our calculations, that equates to 
approximately $262 billion in expenditures 
annually, and many experts expect that 
number to grow.  

m
worse	side	effects.	
	
Early	data	from	Nevada	indicates	that	those	in	the	
55‐64	 demographic	 are	 registering	 in	
disproportionate	 numbers.	 	 Is	 it	 any	 wonder?		
Pharmaceuticals,	 even	 with	 insurance	 coverage,	
are	 expensive.	 	While	 generic	 co‐pays	 tend	 to	 be	
$10‐15	for	a	one‐month	supply,	branded	products	
can	cost	$40‐60	per	month.	 	Excluding	 insurance,	
the	 costs	multiply.	 	 But	 cost	 isn't	 the	main	 issue.		
Baby	 Boomers	 are	 concerned	 that	 these	
harmaceuticals	 are	 not	 effective	 and	 can	 have	p
side	effects	that	they	don't	want	to	experience.	
	
Cannabis	 is	 somewhat	 of	 a	 commodity	 due	 to	
decades	of	black	markets	that	prevented	any	sort	
of	intellectual	property	and	continuing	challenges	
due	 to	 federal	 illegality,	 and	 the	general	public	 is	
just	now	learning	of	some	of	the	different	nuances,	

http://www.alixpartners.com/en/MediaCenter/PressReleases/tabid/821/articleType/ArticleView/articleId/886/Health-and-Wellness-Superusers-a-161-Billion-a-Year-Opportunity-in-Food-and-Beverage-According-to-AlixPartners-Study.aspx#sthash.aPef8P7u.dpbs
http://www.safeaccessnow.org/arthritis_booklet#testimonials
http://www.safeaccessnow.org/arthritis_booklet#testimonials
http://www.cdc.gov/arthritis/data_statistics/cost.htm
http://www.cdc.gov/arthritis/data_statistics/cost.htm
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such	 as	 the	 different	 cannabinoids	 and	 terpenes,	
the	 variety	 of	 forms	 (flower,	 concentrates)	 ,	 and	
even	 the	 differing	 methods	 of	 consumption	
(smoke,	 vaporize,	 ingest,	 topical).	What	we	know	
is	 changing	 rapidly,	 and	 what	 we	 don't	 know	 is	
becoming	 painfully	 obvious.	 	 Over	 the	 next	 few	
years,	 I	expect	that	we	will	have	more	and	better	
information,	 and	 those	 seeking	 health	 and	
ellness	 benefits	 will	 have	 more	 reliable	 data	

evi 	
w
points	than	anecdotal	 dence	or	word‐of‐mouth.		
	
Technology	 will	 help	 on	 this	 front,	 whether	 it	 is	
more	 and	 better	 lab	 tests	 to	 understand	 exactly	
what	 is	 in	 the	 products	 sold	 or	 big	 data	
applications	 to	 correlate	 the	 products	 with	
outcomes.	 	What	MyDx	and	others,	 like	Potbotics,	
are	 doing	 is	 a	 step	 in	 the	 right	 direction,	 though	
these	 pioneers	 may	 wander	 in	 the	 proverbial	
esert	without	reaching	the	Promised	Land	due	to	

g s 	
d
fundin 	i sues.		
	
While	 a	 lot	 of	 money	 is	 being	 spent	 to	 create	
brands	 out	 of	 thin	 air,	 like	 Privateer	 Holdings'	
Marley	Natural	or	Willie's	Reserve	(Willie	Nelson),	
the	 real	 opportunity	 is	 going	 to	 be	 to	 create	 an	
experience	 that	 resonates	 with	 baby	 boomers.	 I	
have	noticed	a	trend	towards	upscale	dispensaries	
or	 retail	 stores	 that	 look	 to	 redefine	 the	
tereotypical	 cannabis	 purchasing	 .	 	 Here	 are	 a	
ew	examples:	
s
f
	

	
Ajoya	Life	in	Colorado	

	

	
Sparc	SF	in California		

	

	
Harborside	Health	Center	in	California	

	
If	 you	 want	 to	 see	 some	 more	 dispensaries	 that	
are	getting	it	right	when	it	comes	to	design,	Katie	
hapiro	 shared	 some	 beautiful	 photos	 in	 this	S
Merry	Jane	article,	including	Sparc	SF.	
	
I	 would	 argue	 that	 the	 companies	 that	 make	 it	
easier	 for	 patients	 or	 consumers	 to	 enjoy	 the	
experience	 will	 be	 able	 to	 best	 capitalize	 on	 the	
mainstreaming	of	marijuana.	Harborside		seems	to	
get	this	integrated	approach.	 	In	2016,	I	expect	to	
see	 more	 retailers/dispensaries	 embrace	 health	
and	 wellness	 as	 a	 driver	 of	 the	 industry.	 	 To	
succeed,	 they	 need	 to	 not	 only	 elevate	 the	
customer	experience	but	also	provide	 the	data	 to	
deliver	the	right	solutions	instead	of	relying	upon	
bud‐tender	intuition.	

	 5



January - 2016 VOLUME 3, EDITION 1 
	

	 6

On Deck:  Two New Cannabis 
Stocks That Will Soon Debut 
 
2015	was	disappointing	in	a	lot	of	regards,	but	one	
of	 the	 biggest	 letdowns	was	 the	 shortage	 of	 new	
companies	 offering	 promise.	 	 It's	 too	 early	 to	
project	if	there	will	be	much	improvement	on	this	
front,	 but	 two	 companies	 that	 have	 caught	 my	
attention	 so	 far	 include	Kush	Bottles	 (KSHB)	and	
edicine	 Man	 Technologies,	 which	 doesn't	 yet	M

have	a	trading	symbol.	
	
Kush	 Bottles,	 based	 in	 Santa	 Ana,	 California,	 is	 a	
distributor	 operating	 with	 warehouses	 in	
California,	 Colorado	 and	Washington	 stocking	 all	
sorts	of	packaging	products.		The	company	serves	
over	 1000	 locations,	 including	 dispensaries,	
smoke	 shops,	 and	producers	 and	processor.	 	 The	
ompany	 offers	 custom	 packaging	 solutions	 as	c
well.	
	
CEO	 Nick	 Kovacevich,	 who	 co‐founded	 the	
company	 with	 his	 brother,	 John,	 who	 serves	 as	
Procurement	 Officer,	 and	 Dallas	 Imbimbo,	 who	
serves	 as	 Chairman	 of	 the	 Board,	 has	 been	
involved	 with	 several	 start‐ups	 since	 graduating	
from	 college	 in	 2009.	 	 	 COO	 Ben	 Wu	 has	 an	
investment	banking	background,	while	CFO	Chris	
Martin,	 who	 joined	 in	 July	 2014,	 is	 a	 CPA	 who	
reviously	 served	 as	 Director	 of	 Accounting	 for	p
Billabong	North	America.	
	
The	 company	 filed	 its	 10‐K	 in	 November	 for	 the	
year‐ending	 in	 August.	 	 Positively,	 the	 company	
has	 substantial	 sales,	 especially	 after	 the	 April	
acquisition	 of	 Dank	 Bottles,	 previously	 its	
customer,	for	$374K	and	3.5mm	shares.		Sales	for	
FY15	totaled	$4mm,	which	 included	Dank	Bottles	
sales	of	$1.2mm	for	a	little	over	4	1/2	months.	The	
ompany	 reported	 a	 loss	 of	 almost	 $400K,	 using	

	 i
c
$229K	to fund	its	operat ons.	
	
In	 FY15,	 the	 company,	 which	 has	 29	 employees	
and	46.1mm	shares	outstanding	as	of	11/30	(and	

1mm	 options	 at	 $0.05),	 raised	 over	 $700K	 at	
approximately	$0.66	per	share.		The	company	had	
about	$200K	at	11/30	and	believes	it	will	need	at	
east	$350K	over	the	next	year	to	fund	operations	

	
l
and	plans	to	raise	$1mm from	equity	sales.			
	
The	 balance	 sheet	 has	 tangible	 equity	 of	 about	
$1mm,	 mainly	 inventory,	 with	 liabilities	 of	 a	
similar	 magnitude.	 	 There	 are	 no	 convertible	
notes.	 Insiders	 own	 about	 59%	 of	 the	 company.	
The	 COO	 and	 CFO	 earn	 royalties	 through	 the	
ompany	 they	 own	 that	 provides	 KSHB	 with	c
moldings.			
	
While	it's	not	clear	where	the	stock	will	trade,	it	is	
likely	 that	 it	 will	 be	 at	 $0.75	 or	 higher,	 at	 least	
initially,	 suggesting	 a	 market	 cap	 of	 nearly	
$35mm,	 which	 would	 make	 it	 one	 of	 the	 higher	
valuations	 in	 the	 publicly‐traded	 space,	 but	 one	
hat	 might	 be	 justified	 by	 the	 high	 level	 of	 sales	t
and	strong	growth.		
	
Medicine	 Man	 Technologies	 is	 a	 consulting	
company	based	in	Denver,	CO.		The	company	went	
public	 through	 the	 S‐1	 process,	with	 an	 effective	
date	 of	 September	 30th	 (Prospectus).	 	 It	 has	
eceived	the	ticker	MDCL	from	FINRA	and	expects	r
to	begin	trading	in	late	January.	
	
The	 company	 is	 affiliated	 with	 Medicine	 Man,	 a	
well‐known	 dispensary	 and	 cultivation	 operation	
in	 Denver	 with	 annual	 sales	 approximating	
$10mm.	 	 "Medicine	 Man	 Denver	 granted	 us	 a	
license	 to	 use	 all	 of	 their	 proprietary	 processes	
they	have	developed,	 implemented	 and	practiced	
at	its	cannabis	facilities	relating	to	the	commercial	
growth,	cultivation,	marketing	and	distribution	of	
medical	 marijuana	 and	 recreational	 marijuana	
pursuant	 to	 relevant	 state	 laws	 and	 the	 right	 to	
use	 and	 to	 license	 such	 information,	 including	
trade	 secrets,	 skills	 and	 experience	 (present	 and	
future).	We	issued	5,331,000	million	shares	of	our	
Common	Stock	in	consideration	for	issuance	of	the	
license."	 	 Note	 that	 this	 was	 NOT	 an	 exclusive	
license.	

http://www.kushbottles.com/
http://medicinemantechnologies.com/
http://www.sec.gov/Archives/edgar/data/1622879/000101968715003603/medicineman_424b2.htm
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Medicine	Man's	CEO,	Andy	Williams,	serves	as	 its	
CEO.	 	 Paul	 Dickman	 is	 CFO,	 but	 the	 person	 who	
runs	 the	 business	 is	 its	 COO,	Brett	Roper,	who	 is	
also	 COO	 of	 ChineseInvestors.com	 (CIIX).	 	 Roper	
owns	 335K	 shares,	 while	 CIIX	 owns	 2.8mm.		
Williams	owns	1.765mm,	while	his	brother,	Pete,	
owns	 1.87mm	 and	 his	 mother,	 Michelle	 Zeman,	
owns	760K.		This	group	owns	in	aggregate	4.9mm	
of	the	9.972mm	shares	outstanding.		Not	included	
in	 this	 group	 are	 the	 two	 sisters	 of	 the	Williams,	
ally	 Vander	 Veer,	 who	 owns	 400K	 shares,	 and	S
Shelley	Schneider,	who	owns	105K.			
	
Through	 the	 first	 three	 quarters	 of	 the	 year,	 the	
company	 generated	 about	 $600K	 in	 sales,	 about	
90%	of	which	were	licensing	fees	and	the	balance	
from	 seminars.	 	 The	 bottom	 line	 was	 operating	
income	 of	 $139K	 and	 net	 income	 of	 $133K.	 	 In	
2014,	the	company	reported	sales	of	$252K	with	a	
net	loss	of	about	$30K	from	May	though	year‐end.		
n	Q3,	consulting	revenues	fell	slightly	from	year‐I
ago	levels.	
	
The	company	has	assets	of	$530K,	 including	cash	
of	 $395K,	with	 liabilities	 of	 just	 $18K.	 	 The	most	
recent	 equity	 sales	 have	 been	 at	 $1,	 as	 the	
ompany	 raised	 $270K	 there	 in	 late	 2014	 and	c
early	2015.	
	
The	company	charges	$150K	for	initial	consulting	
and,	 if	 successful,	 scales	 up	 as	 production	
increases.	 	 The	 company	 reported	 a	 client	 in	
Nevada	and	three	in	Illinois.		Subsequent	to	Q3,	it	
nnounced	 new	 clients	 in	 Hawaii,	 Oregon	 and	a
Alaska.	
	
Consulting	companies	are	tough	to	value	given	the	
lumpiness	 of	 their	 business.	 	What	 is	 interesting	
about	this	one	 is	 the	tie	 to	Medicine	Man	and	the	
way	 the	 company	 structures	 its	 contracts	 to	
require	 its	customers	to	pay	ongoing	fees	as	they	
increase	 in	 size.	 	 My	 best	 guess	 is	 that	 the	
company	will	trade	near	$1,	implying	a	market	cap	
of	$10mm.	
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Cannabis Industry Calendar   

	
	

 

 1/8	‐	1/10:		Hempcon	in	Bakersfield,	CA	
t	online	

 	in	San	Bernardino,	CA	
 1/23	‐	1/24:		Cannabis	Health	Summi

1/30‐1/31:		High	Times	Cannabis	Cup
 1/30‐1/31:		Indo	Expo	in	Denver,	CO	

	
	
	
	
	

	
	
	
	
	

	
OTC	Disclosure	,	SEC	and	Canadian	Reporting	Deadlines*	

 
	

Fiscal	Year	ending	in	October:		Annual	report	due	on	or	before	01/29	

 
Fiscal	Year	ending	February,	May	or	August:		Quarterly	report	due	on	or	before	01/14	
Canadian	(Venture)	Fiscal	Year	ending	in	September:	Annual	due	01/28	

t:	Quarterly	due	01/29	

 

 Canadian	(Venture)	Fiscal	Year	ending	in	February,	May	or	Augus

Note	that	many	U.S.	companies	take	advantage	of	automatic	extensions	
	
*
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SPOTLIGHT	ON	THE	FOCUS	LIST	
 
420	Investor	maintains	a	"Broad	List"	that	includes	over	330	companies	that	purport	to	be	in	the	cannabis	
sector.		At	the	same	time,	it	monitors	a	narrower	group	of	27	companies,	the	"Focus	List",	which	consists	of	
what	 we	 consider	 the	 most	 important	 companies	 among	 the	 publicly‐traded	 stocks,	 including	 the	 most	
actively	 traded	 as	well	 as	 several	 that	 are	 under‐the‐radar	 but	 that	 appear	worthy	 of	 consideration.	 	We	
provide	numerical	ratings	to	VIP	subscribers	on	three	different	measures	for	each	member	of	the	Focus	List,	
cluding	relative	valuation,	technicals	and	relative	quality.		There	were	no	additions	during	December,	and	I	in

removed	Pazoo,	Inc.	
		
Our	 relative	quality	 rankings,	which	 range	 from	1	 (best)	 to	5	 (worst)	 are	a	 subjective	assessment	of	 each	
company	relative	 to	 the	entire	Focus	List	 and	are	based	on	management	capability,	 corporate	governance	
and	transparency,	execution	and	capital	structure.		The	companies	that	we	currently	rank	below	average	(4	
or	 5)	 include	 alphabetically	 by	 ticker	 CannaVest	 (CANV),	 Cannabis	 Sciences	 (CBIS),	 DigiPath	 (DIGP),	
merican	Green	 (ERBB),	 	GrowBlox	 (GBLX),	Hemp,	 Inc.	 (HEMP),	Medbox	 (MDBX),	Medical	Marijuana,	 Inc.	A

(MJNA),	PharmaCyte	Biotech	(PMCB),	and	Vape	Holdings	(VAPE).	

ere	we
	
H
	

re	some	of	the	key	news	items	for	Focus	List	companies	in	December:	

 American	Cannabis	Company	(AMMJ)	announced	a	consulting	client	in	Hawaii	and	extended	its	
distribution	contract	for	The	Satchel	

 American	Green	(ERBB)	began	constructing	its	Arizona	cultivation	facility	and	dropped	its	ZaZZZ	
brand,	favoring	American	Green	Machine.		The	company	promoted	its	COO	to	CEO.	Its	client	in	

	Arizona	received	zoning	approval	for	its	dispensary,	while	the	company's	products	became	available
in	Colorado	

 Aphria	(APHQF)	named	a	new	CFO	and	announced	finalized	contracts	representing	wholesale	sales	
of	up	to	$1.9mm.		The	company	indicated	that	its	Q2	sales	grew	by	more	than	100%	from	Q1,	with	

	capacity	the	patient	registrations	rising	by	more	than	50%.		It	received	a	43%	boost	to	its	licensed

 
(2000	kg)	

 
Aurora	Cannabis	(ACBFF)	filed	financials	for	Q1	showing	a	challenged	financial	position	
Cannabis	Science	(CBIS)	announced	that	it	will	work	to	enter	a	Phase	1	clinical	trial	

 	retail	stores	and	200	Cannavest	(CANV)	announced	that	it	has	products	on	the	shelves	in	over	400

 
doctor	offices	
Canopy	Growth	(TWMJF)	received	a	license	renewal	for	Bedrocan	to	import.	

 Digipath	(DIGP)	announced	an	$8mm	capital	raise	and	suggested	that	it	has	now	tested	more	than	
240	samples.		The	company	is	looking	to	expand	into	new	markets	beyond	Nevada	

 GW	Pharma	(GWPH)	shared	favorable	data	regarding	its	Expanded	Access	trials	and	posted	results	
for	its	fiscal	Q4	while	outlining	aggressive	spending	in	the	first	half	of	Fiscal	2016	related	to	
Epidiolex.		The	Chairman	and	co‐founder	sold	shares	late	in	the	month.	

 Indoor	Harvest	(INQD)	received	tax	incentives	from	Pasadena,	TX	for	its	CLARA	project.	The	
company	has	formed	an	alliance	with	containerized	farming	company	Freight	Farms	and	has	tapped	
Noesis	Energy	to	provide	capital	to	its	customers	

 Lexaria	(LXRP)	split	its	stock	1:1	for	1	and	fell	very	short	of	its	goals	to	raise	$2.52mm	with	just	$90K	
raised.		The	company	filed	additional	patents.	
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 MassRoots	(MSRT)	formed	committees	for	its	Board	of	Directors	and	named	an	additional	
Independent	Director.		The	company	provided	a	corporate	update	that	detailed	registered	users,	

nd	also	shared	an	extensive	year‐end	revenue	and	several	near‐term	and	longer‐term	initiatives	a
shareholder	letter.	

 mCig	(MCIG)	expanded	sales	significantly	but	posted	a	loss	
 Medbox	(MDBX)	announced	a	MMJ	manufacturer	in	California	as	a	consulting	client,	resolved	its	

shareholder	litigation	and	announced	a	contract	with	a	company	to	provide	delivery	services	for	a	
client	in	San	Diego.		It	also	announced	a	deal	with	Whole	Hemp	Company	to	grow	hemp	and	help	it	
market	its	CBD	products	

 port	Medical	Marijuana,	Inc.	(MJNA)	announced	new	RSHO	formulations	and	received	approval	to	im
its	RSHO	into	Brazil	for	a	third	indication,	chronic	pain	

 Mettrum	(MQTRF)	received	licensing	for	its	new	facility	and	expanded	its	production	capacity,	
o	be	reached	5000	patients,	received	financing	from	Farm	Credit	Canada	and	was	the	second	LP	t

approved	to	sell	extracts	
 Nemus	Bioscience	(NMUS)		licensed	CBD	derivatives	from	the	University	of	Mississippi	and	

heral	
	

announced	a	research	partnership	to	pursue	a	drug	to	treat	chemotherapy‐induced	perip
f	contract

 
neuropathy.		Former	CEO	Hollister	filed	a	suit	against	the	company	for	breach	o

 
OrganiGram	(OGRMF)	raised	its	guidance	for	Q1	sales	from	$900K	to	in	excess	of	$1mm.	
Pharmacyte	Biotech	(PMCB)	announced	a	pending	restatement	of	its	financials	

 .		The	Supreme	Pharma	(SPRWF)	was	finally	inspected	by	Health	Canada,	with	results	pending
company	became	a	federal	corporation.	

 Surna	(SRNA)	named	its	COO	as	a	Director,	replacing	Tae	Darnell,	who	left	the	company	
 	Terra	Tech	(TRTC)	received	the	next	installment	of	its	NJ	Clean	Energy	Pay	for	Performance	grant

($213K)	
 he	company	was	in	the	22nd	Century	Group	(XXII)	provided	an	extensive	update	from	its	CEO	as	t

middle	of	a	paid	promotion	
 Vape	Holdings	(VAPE)	brought	in	a	new	CEO	and	raised	additional	capital	
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 FOCUS	LIST	‐	RETURNS	FROM	DECEMBER:	
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420	Investor	Canadian	Cannabis	Model	Portfolio		

 
I	am	introducing	a	new	model	portfolio	this	month	that	includes	the	licensed	producers	in	Canada.	

	

The	model	portfolio	selects	from	names	in	the	index	and	can	include	a	weighting	of	0‐200%	of	the	company's	
representation	in	the	index.		The	index	includes	companies	that	operate	or	are	invested	in	facilities	approved	
by	Health	Canada	to	sell	medical	cannabis.		The	index	weights	are	based	upon	holding	a	license	with	
additional	credit	(a	double‐weight)	given	for	sales	in	the	most	recent	quarter	in	excess	of	$1mm.		The	criteria	
are	likely	to	change	over	time.	The	initial	index	includes	seven	companies	and	gives	extra	credit	to	three.	

	

Here	is	the	index	weighting	along	with	the	model	portfolio	exposure	this	month	(posted	at	3PM	ET	12/31):	

	

My	rationale	for	the	relative	exposures:	

	

 Aurora	Cannabis	(ACB)	has	a	market	cap	in	excess	of	$100mm	without	yet	having	
commenced	sales	

 Aphria	(APH)	has	a	market	cap	of	$92mm	and	a	balanced	model	that	includes	wholesale	and	
is	a	low	cost	producer	

 Canopy	Growth	(CGC)	is	the	clear	leader	but	the	$315mm		market	cap	is	full	

 Emerald	Health	(EMH)	has	a	market	cap	of	just	$10mm	but	needs	to	raise	capital	and	
establish	its	brand	

 PharmaCan	Capital	(MJN)	has	a	market	cap	of	$15mm	and	faces	challenges	

 Mettrum	(MT)	has	a	market	cap	of	$70mm	and	recently	expanded	capacity	(value	play)	

 OrganiGram	(OGI)	has	a	market	cap	of	$55mm,	which	is	reasonable,	but	the	stock	is	a	bit	
overbought,	trading	at	188%	of	its	150	day	moving	average	
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Do you have the info you need to capitalize on the growth of the legal cannabis markets? 

The State of Legal Marijuana Markets 4th Edition is the definitive source for market sizes and high-level analysis of business 
trends in one of the fastest growing markets in the US. 

For those of you looking to access the in-depth research in Arcview Market Research's "The State of Legal Marijuana Markets 
4th Edition," I was able to negotiate a 20% discount for 420 Investor subscribers ($397 instead of $497). Use the code 
"420INVESTOR" to take advantage of this offer.  

 

 

ORDER 
 

The State of Legal Marijuana Markets 4th Edition 
$497 ($397 with discount code "420INVESTOR) 

The full market analysis report is currently available for pre-sale only. Purchasers will receive: 

 The 4th Edition (available winter 2016) 
 Access to ArcView Market Research webinars and updates throughout the year 

	

 90-day trial to equio™ 

http://www.frontierfinancials.com/product/solmm4/
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ABOUT THE 420 INVESTOR – ALAN BROCHSTEIN, CFA: 

 
 
I	have	spent	decades	inside	the	investment	industry.		Prior	to	earning	my	CFA	charter	in	
1997,	I	worked	in	NYC	for	Kidder,	Peabody,	&	Co.	in	bonds	from	1986	to	1992.	In	1992,	I	
joined	First	Boston’s	investment	management	subsidiary	before	becoming	a	portfolio	
manager	with	Criterion	Investment	Management	in	1994	—co‐managing	$10	billion	in	
fixed‐income	investments.	In	2000,	I	made	the	move	to	stocks,	joining	a	small	firm	in	
Houston	as	an	analyst	and	portfolio	manager.	I	remained	at	the	firm,	which	grew	to	
$550mm	in	assets	under	management,	until	2006,	when	I	left	to	form	my	own	business,	
AB	Analytical	Services—working	as	a	research	consultant	for	several	investment	
advisors.	

	
In	2008,	I	began	offering	Invest	By	Model,	a	model	portfolio	service,	to	individual	investors.	I	met	Marketfy	in	
2013	and	created	The	Analytical	Trader,	a	service	focused	on	providing	swing‐trading	ideas.	Both	of	these	
services	delivered	strong	performance.	I	also	became	a	leading	contributor	to	Seeking	Alpha.	
	
After	seeing	a	strong	need	for	more	investor	transparency	among	cannabis	companies	in	early	2013,	I	
launched	420	Investor—	a	service	committed	to	providing	real‐time,	objective	information	about	the	top	
marijuana	companies	in	the	market.	420	Investor	has	evolved	into	a	collaborative	due	diligence	platform,	
and	I	am	proud	to	lead	our	efforts.		I	also	am	responsible	for	420	Funders,	which	is	focused	on	connecting	
private	companies	or	public	companies	issuing	private	securities	with	accredited	investors.		Finally,	I	am	a	
co‐founder	of	New	Cannabis	Ventures,	which	provides	curated	content	and	other	resources	to	help	inform	
cannabis	investors	and	entrepreneurs	about	the	most	exciting	companies	and	the	most	influential	investors	
in	the	rapidly	changing	cannabis	industry.	
	
In	the	process	of	launching	the	420	Investor,	I	became	a	much‐needed	ally	to	marijuana	investors,	being	
hailed	as	a	leading	authority	in	the	industry	as	I	developed	a	network	of	investors	and	industry	
professionals.		In	early	2014,	I	exited	all	of	my	other	business	in	order	to	focus	exclusively	on	the	cannabis	
sector.	I	have	supported	marijuana	legalization	since	1980,	when	I	became	active	in	the	Libertarian	Party.	I	
urrently	sponsor	Americans	for	Safe	Access,	the	Drug	Policy	Alliance,	the	Marijuana	Policy	Project	,	the	

try	Ass ble	Drug	Policy,	and	Women	Grow.	
c
National	Cannabis	Indus ociation,	NORML,	Students	for	Sensi
	
Follow	Alan	on	Twitter:	 http://www.twitter.com/Invest420	
ollow	Alan	on	Facebook:	 http://www.facebook.com/420investor	F
Join	Alan's	LinkedIn	Group:						Cannabis	Investors	&	Entrepreneurs	
	
	
	
	
The	420	Investor	Newsletter	is	available	via	annual	subscription	($149/yr)	and	is	included	as	part	of	
the	monthly	($42/mo)	or	the	annual	($420/yr)	420	Investor	VIP	subscription.	

	

http://marketfy.com/item/420investor/
http://www.420funders.org/
http://www.newcannabisventures.com/
http://www.marketfy.com/product/420investor/blog/815/view/38999/
https://www.linkedin.com/groups/Cannabis-Investors-Entrepreneurs-6523904
https://www.linkedin.com/groups/Cannabis-Investors-Entrepreneurs-6523904
https://www.linkedin.com/groups/Cannabis-Investors-Entrepreneurs-6523904
http://www.marketfy.com/item/420-investor-newsletter/
https://marketfy.com/secure/buy/420investor/287/
https://marketfy.com/secure/buy/420investor/288/
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