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Please read Disclaimer at bottom of these notes! 
 

“Aphria is a leading global cannabis company driven by an unrelenting commitment to our 
people, product quality and innovation. Headquartered in Leamington, Ontario – the greenhouse 
capital of Canada – Aphria has been setting the standard for the low-cost production of high 
quality cannabis at scale, grown in the most natural conditions possible. Focusing on untapped 
opportunities and backed by the latest technologies, Aphria is committed to bringing breakthrough 
innovation to the global cannabis market. The Company's portfolio of brands is grounded in 
expertly researched consumer insights designed to meet the needs of every consumer segment. 
Rooted in our founders' multi-generational expertise in commercial agriculture, Aphria drives 
sustainable long-term shareholder value through a diversified approach to innovation, strategic 
partnerships and global expansion, with a presence in more than 10 countries across 5 continents.” 
Aphria 4/15/19 
 

All Amounts are presented in Canadian (CDN) dollars, unless mentioned otherwise 
 

FYE is May 31 
 

Brands as of August 7, 2019 
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October 15, 2019 ($4.36) 1Q2o results released – Investment Thesis from August 7, 2019 
remains unchanged 
 
We own 73,630 shares.  Our average cost is ~$4.36 per share.  Most of our portfolios have a current 
position of ~0.94%. 
 
“My objective is with this team that Aphria becomes the #1 leading global cannabis company 
around the world.” Irwin Simon, Interim CEO and Chairman 
 
 
Quote from earnings release: 
 

 
 
 
Ended quarter with a strong balance sheet and liquidity, including $464.3 million of cash, cash 
equivalents and liquid marketable securities, to fund planned Canadian and International growth. 
 
Aphria One facility in full crop rotation with more than 600,000 plants. 
 
On-track for annual production capacity of 255,000 kilograms when all facilities are fully licensed and 
operational. 
 
Signed on as a brand partner for the PAX Era device and platform. 
 

 
 
 
The price of Aphria increased to $5.43 USD (up 24.54%) today.  The shares seemed to surge as the 
first quarter reported earnings per share of $0.07, was greater than the consensus expectations of a 
($0.02) loss.  Revenues of $126.11M were a touch light.  The guidance of $650M - $700M for F2020 
(May 31, 2020) was generally ahead of analyst expectations.  Aphria had a strong contribution from 
their cannabis operations, and improvement in their international business.  Broken Coast Brand 
showed strength.  “Broken Coast, our industry-leading premium craft products continues to be 
among the only brand, consumers consistently ask for by name in the industry. We believe, over 
time, our Broken Coast brand has the potential to be the #1 premium brand in Canada.” Irwin 
Simon, Interim CEO and Chairman   
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During the quarter, Broken Coast experienced a small fire at their facility in British Columbia.  The 
company claims that impacted cannabis revenue during the quarter by approximately $1.5M.  The 
company claims that will be made up in the balance of the year.  
 
Balance sheet continues to look strong and liquid with, $449M in cash, $113M in inventory (includes 
distribution inventory of $33M), biological assets of $30M, current assets of $736M, current 
liabilities of $123M, long-term liabilities of $678M, and shareholders’ equity of $1.75B.  Tangible 
equity is $697M. 
 

 
 

 
 
The company did not disclose the number of employees, they had 620 full-time employees as of May 
31, 2019. 
 

 
 
 
The company recorded net income of $14.8M for the first quarter ended August 31, 2019.  This net 
income included non-operating income of $20.3M.  Hence, one can argue that the net loss was 
actually ($5.5M).  The non-operating income was primarily from Gain on Sale of Investments 
(~$13.7M), and Unrealized Gain on Convertible Notes (~$14.2M).  I’m not certain one should criticize 
the gain on sale, since the company has and had a bit of long-term investments.  Nevertheless, one 
needs to question the sustainability of such. 
 



 4

 
 
Total net revenues for the quarter were $126M, up substantially from the $13.3M reported 1Q18, 
reflecting the CC Pharma acquisition but also strong growth in cannabis sales.  Included in the net 
revenues were distribution revenues of $95.3M, which were non-existent in 1Q18.  Distribution 
revenues carry a lower net margin than direct cannabis revenues.   Distribution net margin was 
~12.8%. 
 
Cash burn continues, yet so does the buildout, so I am not yet concerned this is out of the ordinary.  
Of course, the risk exists of permanent cash burn based on the potential of execution flaws, as well as 
potential inherent industry risks.  
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There are 253.52M fully diluted shares outstanding.  Using a price per share of $5.42 
(quote as I write this), the market capitalization is $1.374B. 
 

 
 
PI Financial in a report dated October 15, 2019, projects F2020 revenues of $664.3 
(previously$651.2M,) and F2021 revenues of $925,061 (previously $887.2M.)  They project F2020 
EPS of $0.18 (previously $0.16,) and F2021 EPS of $0.31 (previously $0.39.)  They do not project 
book value at May 31, 2020 or at May 31, 2021.  
 
 
 
Notes from Proxy Filed October 15, 2019: 
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Compensation is certainly excessive in my view.  Still not enough to not own the company, and this 
type of compensation isn’t terribly unusual. 
 

 
 
Board of Director Nominees include: 
 
John M. Herhalt Retired partner from KPMG 
Jodi Butts Lawyer  
David Hopkinson Global Head of Partnerships for the Real Madrid 

Club de Futbol 
Tom Looney Former President of Diageo U.S. Spirits and 

Canada 
Renah Persofsky Executive Consultant CIBC 
Walter Robb Former Co-COE of Whole Foods Market 
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October 11, 2019 ($4.74) Notes to video of CEO, Irwin Simon 
 
https://vimeo.com/364847305 
 

 
 
I have heard criticisms of Mr. Simon.  I am thoroughly impressed with Irwin Simon. He built an 
incredible worldwide company in Hain Celestial Group (HAIN). He seems like a smart, nice man. I 
like him at the helm of my holding, especially as he took over from the crap POS's that were there 
previously.  Yet, there has been a valid discussion in regard to Aphria’s claim of reporting a profit for 
the fourth quarter of 2019.  Aphria wrote in their press release, “Net income for the fourth quarter of 
2019 was $15.8 million or $0.05 per share.  The increase in net income was primarily due to the 
increase in sales and the net fair value adjustment for biological assets, and decrease in the 
impairment expense, offset by increase in SG&A related to G&A and transaction costs.” 
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I have read some criticism of the 4Q19 press release, primarily mentioning there was some dishonesty 
in the statement that Net Income for 4Q19 was profitable  primarily due to the increase in sales and 
the net fair value adjustment for biological assets, and decrease in the impairment expense, offset by 
increase in SG&A related to G&A and transaction costs.  The financials certainly mentioned, “the 
reported profit was mostly increased due to non-operating income of C$40.2 million, as detailed in 
the MD&A. The main driver of this was a C$48.4 million “unrealized gain on convertible 
debentures”. In simple terms, the company “profited” from its stock price falling! Accounting rules 
for derivatives require the company to make this adjustment as the conversion becomes less likely 
after a price decline." New Cannabis Ventures 8/4/19 
https://www.newcannabisventures.com/a-closer-look-at-aphrias-reported-profit/  
 
 
August 7, 2019 ($6.82) 2-Minute Drill and Thesis 
 
We own 71,186 shares.  Our average cost is ~$4.38 per share.  Most of our portfolios have a current 
position of ~0.94%. 
 
The company seems to be executing and expanding rapidly.  They also have close to $600M as of May 
31, 2019.  Using 254M shares and a price of $6.82, the market capitalization is $1.73M. 
 
Using a somewhat arbitrary estimate of $850M CAD for F2022 projected revenues, and the current 
conversion rate of .75, the projected F2022 revenues in USD would be $638M USD.  Hence the 
valuation is 2.71X these F2022 projected revenues.    
 
We are not overly concerned with revenue estimates, and potential “misses,” as we are looking to 
invest in a company that can generate revenues in the area of $1B CAD with regularity sometime this 
decade, and we would expect that prior to F2026. 
 
This of course is a very risky cannabis company, which as with all the Canadian licensed producers 
carries great risk of both valuation and execution.  Management seems capable and honest.  I am a fan 
of Mr. Simon.  Irwin Simon is the Interim CEO and Chairman.  Mr. Simon founded The Hain Celestial 
Group (HAIN).  Mr. Simon led Hain for more than 25 years and grew the business to $3B in net sales. 
 
Aphria is known as a top-tier vertically integrated Canadian cannabis company, with operations in 10 
countries.  There was a management shakeup earlier in the year, and that is when we increased our 
position at $4.00 per share, with an average cost of ~$4.36 per share.   Management seems capable 
and honest.  Our thesis is basically a pure play cannabis investment, with a company that will 
potentially grow their revenues to commensurate their current market capitalization of $1.73B USD.  
At this point financial statement analysis and projections are rather meaningless.  We must wait and 
see if they can increase revenues in a meaningful fashion, of their vertically integrated operation. 
 
Some other concerns, which if happens would possibly hurt the stock price short-term but shouldn’t 
have any permanent effect on this company or any Canadian cannabis company would be, the 
potential of revenue misses because of new Canadian excise tax laws, as well as the potential for 
inventory and biological asset impairments.  There is also some recent discussion of Quebec being 
concerned of edibles becoming legal, as they could be enticements for usage by minors. 
 
Auditors are PWC.  They issued a clean opinion.  I like seeing companies with “Big 4 auditors, which 
they do have with PWC. 
 



 9

Aphria has one of the largest production capacities in the industry.  Broken Coast is also one of the 
strongest brands. 
 
As in all our cannabis research, we expect eventual world-wide legalization of cannabis, like the 
alcohol industry today.  Canada is the first G-7 nation to legalize cannabis, and we expect other G-7’s 
to follow suit, including the USA. 
 
Again, this is a speculative investment, in a speculative industry, and cannabis is Federally illegal in 
the USA.  The company could have execution risks, which are also inherent in the industry.  The 
industry is in its infant stages, and there could be several catalysts to increase the share price over 
time.  These catalysts could include legalization in the USA, and greater acceptance of cannabis as a 
long-term future industry in the USA and the world. 
 

 
Figure 1 - Company website 8/6/19 

 
 
August 5, 2019 ($6.98) Review of F2019 financial statements 
 
Auditors are PWC.  They issued a clean opinion.  I like seeing companies with “Big 4 auditors,” which 
they do have with PWC. 
 
Balance sheet looks strong and liquid with, $551M in cash, $92M in inventory (includes distribution 
inventory of $33M), biological assets of $19M, current assets of $781M, current liabilities of $139M, 
long-term liabilities of $708M, and shareholders’ equity of $1.7B.  Tangible equity is $671M. 
 
The company recorded a net loss of ($17M).  This net loss included an impairment charge of $58M, 
and non-operating income of $130M.  Hence, one can argue that the net loss was actually ($89M).  
The non-operating income was primarily from Gain on Sale of Investments (~$80M), and Unrealized 
Gain on Convertible Notes (~$48M).  I’m not certain one should criticize the gain on sale, since the 
company has and had a bit of long-term investments.  Nevertheless, one needs to question the 
sustainability of such. 
 
Total net revenues for the year were $237M, up substantially from $37M last year, reflecting the CC 
Pharma acquisition but also strong growth in cannabis sales.  Included in the net revenues were 
distribution revenues of $158M, which were non-existent in F2018.  Distribution revenues carry a 
lower net margin than direct cannabis revenues.  Distribution net margin was ~12.4%.  
 
"The Company was in breach of its debt service ratio loan covenant for the year, however obtained a 
waiver from calling the loan from this breach prior to year-end and expects to meet the covenant in 
the next year. The Company believes that it has sufficient operating room with respect to its financial 
covenants for the next fiscal year and does not anticipate being in breach of any of its financial 
covenants during this period." 
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I am having difficulty determining insider ownership.  In previous years, insiders owned ~7% of the 
company.  Since the termination of the old management, and since bringing in Mr. Simon, I just don’t 
know, and will table this until the new filings.  I like to see skin in the game, via insider ownership, but 
for now will assume management owns little to no shares. 
 
The company claims to have signed supply agreements with all of Canada, representing access to 
99.8% of Canadians.  The company has a coast-to-coast sales distribution network.   
 
The company has an exclusive distribution agreement with Great North Distributors Inc.  This 
agreement provides Aphria with a sales force, compliance, and marketing.  The company claims that 
the agreement with Great North enabled Aphria to sign a subsequent agreement with ‘We Grow BC 
Ltd.’  We Grow is a Vancouver based licensed producer of premium cannabis.  Aphria is We Grow’s 
exclusive sales representative across Canada.   
 
Subsequent to year-end, the company received a retail Herb House license in New Kingston, Jamaica. 
 
The company had 620 full-time employees as of May 31, 2019. 
 
The Company has current international operations in Australia, Argentina, Colombia, Denmark, 
Germany, Italy, Jamaica, Lesotho, Malta, Paraguay and maintains an option for entry into Brazil. 
 
Irwin Simon is the Interim CEO and Chairman.  Mr. Simon founded The Hain Celestial Group 
(HAIN).  Mr. Simon led Hain for more than 25 years and grew the business to $3B in net sales. 

 
 

Calculation of Shares outstanding at July 31, 2019: 
 
Common Shares O/S 251,039,120 
Warrants O/S – In the money        998,997 
Options O/S – In the money     1,835,640 
Restricted Share Units (RSU’s)         117,500 
  
Total Fully Diluted Shares O/S 253,991,257 
 
Market Capitalization using fully diluted shares outstanding is $1.77B USD. 

 
The company provided guidance for F2020 of Gross Revenue of $650M to $700M.  They expect 
distribution revenue (lower margins) of “slightly more than half.”   By the end of F2020 the company 
expects an annualized revenue run-rate of ~$1B. 

 
 

Conference call notes and quotes: 
 

“We planted more than 200,000 plants in the new expanded area of Aphria One. And as of this 
week, the facility is fully planted, with over 500,000 plants.” 
 
“Our strategic alliance with PAX sets the stage for a broad portfolio of vapes and concentrate 
products to come.” 
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“Internationally, we are very pleased to have been granted the maximum number of lots within the 
German tender process, a total of 5, and Aphria is the only licensed producer in Germany with the 
permission to grow all 3 strains of medical cannabis approved by the German authority.” 

 
Other reports and notes: 

 
“Looking ahead to fiscal 2020, leadership now thinks revenues should come in a band between $650 
million and $700 million, and EBITDA levels should approximate $88 million to $95 million. With 
that, we are lifting our top-line call by more than $100 million, to $675 million, and our current 
expectation for earnings of $0.10 a share is under review and looks primed for an increase, as well. 
 
Even with this recovery in price, we still think APHA shares have plenty of room to run for the 
stretch to 2022-2024. Getting in at around the $7 mark may well prove to be a strong entry point 
for those with a long-term bent.” Value Line 8/2/19 

 
GMP in a report dated August 2, 2019, projects F2020 revenues of $682.1M, and F2021 revenues of 
$950.4M.  They project F2020 EPS of $0.08, and F2021 EPS of $0.43.  They project book value at 
May 31, 2020 of $6.04 per share, and at May 31, 2021 of $6.53 per share.  They also project shares 
outstanding of 299M for both F2020 and F2021. 

 
PI Financial in a report dated August 2, 2019, projects F2020 revenues of $651.2M, and F2021 
revenues of $887.2M.  They project F2020 EPS of $0.16, and F2021 EPS of $0.39.  They do not 
project book value at May 31, 2020 or at May 31, 2021.  They also project shares outstanding of 264M 
for F2020 and 256M for F2021. 

 
CIBC in a report dated August 1, 2019 has an underperform rating.  They believe that the F2021 
guidance is aggressive.  Most of the aggressiveness is based on their perception of market constraints, 
which they think will limit industry growth.  The project F2020 revenues of $582.1M, and F2021 
revenues of $731.2M.  They project book value at May 31, 2020 of $6.44 per share, and at May 31, 
2021 of $6.43 per share.  They project F2020 EPS of $0.01, and F2021 EPS of $0.20.  They also 
project shares outstanding of 290M for F2020 and 256M for F2021. 
 
Seaport Global in a report dated August 2, 2019, projects F2020 revenues of $520.5M, and F2021 
revenues of $851.1M.  They did not project forward EPS, book value, or shares outstanding. 

 
 
 

Investor Highlights: 
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Figure 2 - Aphria filing 

 
 
 
 
 
 
 
 
 
 

The company has $65M in Long-Term Investments. 
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Figure 3 - Aphria F2019 MDA 

 
 
 
 
 
July 1, 2019 ($6.92) VL issues their 2nd report 
 
Price projection of $15 to $25 between 2022 – 2024.  This was reduced from between $18 to $30 in 
the last report. 
 
Company financial strength of ‘B.” This is a relatively low grade, yet consistent with all other cannabis 
companies they follow. 
 
Uses common stock of 290M shares, which equates to a market cap of $2.01B.  The share count is 
consistent and exact with the last VL filing. 
 
Projects F2019 (5/31/19) revenues of $160M, and F2020 of $560M.  These were slightly increased 
from the last report. 
 
Projects F2019 (5/31/19) eps of ($0.10) (previously projecting $0.10) and F2020 of $0.10 (previously 
projecting $0.30).  The forward P/E for F2020 projections is 69.2X. 
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Projects 310M shares outstanding at year end 5/31/20. 
 
For F2020 they make the following projections: 
 
Book Value $6.60 
Operating Margin 10.0% 
Income Tax Rate 15% 
Long-Term Debt $60M 
ROTC and ROE 1.5% 
 
“Management appears to be doing a solid job in executing its business strategy.  Indeed, the 
company’s sales have surged in recent quarters including a 200%-plus sequential gain in the last 
reported February period.” 
 
“It currently ranks in the top three in terms of production capacity.  Aphria is estimated to have 
255K KG of annual cannabis output, which would rank it third only to Aurora and Canopy.”   
 
“Its global presence could make Aphria an attractive partner for entities outside the industry.” 
 
They project annual revenues of $160M for F2019 (5/31/19), and $560M for F2020. 
 
 
April 17, 2019 ($8.29) Aphria proposes private offering of US$300M convertible senior 
notes due 2024 
 
Aphria expects to use the net proceeds from the offering of the notes to support its international 
expansion initiatives, for future acquisitions and for general corporate purposes, including working 
capital requirements, in jurisdictions where federally and nationally legal. 
 
April 15, 2019 ($10.10) Quarterly loss release for 9-Months ended 
 
Current Market Cap based on current price of $8.62 (down 15%) is ~$2.2B.  This is ~ double from 
what we paid in December at a price of $4.36 per share. 
 
If we use hypothetical, and not projected revenues for F2021 of $500M CAD (~$374M USD using 
.7473 conversion rate), the Price to Sales ratio would be a hefty 5.9X. 
 
During the conference call, Aphria alluded to future revenues of ~$1B CAD (~$750M USD), and the 
Price to Sales ratio would be 2.93X.  This was based on fully instituted annual production space by 
Aphria Diamond to have a 255,000-kilogram growing capacity. 
 
Mr. Simon was on a CNBC interview after the loss report and claimed a demand for cannabis of any 
amount they produced. He quoted $1B as an example. 
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Current annualized production capacity of 115,000 kilograms.  This would result in $500M in annual 
revenues, once in full crop rotation.   We believe our future increased production in Canada is 
expected to grow to 255,000 kilograms, which would allow for >$1B in annual cannabis revenues, 
once the crop is in full rotation, and using the most recent price per gram of $5.14 CAD. 
 
“We all strive to towards our corporate objective of generating $1B in annualized revenue by the 
end of calendar year 2020.” 
 

 
 
“The Company obtained approval by Health Canada in March 2019 expanding the licensed growing 
area at Aphria One from 300,000 sq. ft. to over 1,100,000 sq. ft. The Company also has submitted 
an application for a second site license for Aphria Diamond, once approved will provide an 
additional 1,300,000 sq. ft. of licensed greenhouse growing area.” 
 
 
“The average retail selling price of medical cannabis (exclusive of wholesale), before excise tax, 
increased to $8.03 per gram in the quarter, compared to $7.51 in the prior quarter, primarily 
related to higher oil sales. The average selling price of adult-use cannabis, before excise tax, 
declined to $5.14 per gram in the quarter, compared to $6.32 per gram in the prior quarter due 
to a shift to smaller package sizes to maximize SKU assortment and shelf space for the Company's 
brands.” 
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Decrease in revenues was caused by shortages, temporary packaging issues, and low inventory going 
into the quarter.   “Higher revenue in the quarter was driven by $57.6 million of distribution revenue 
from CC Pharma and ABP. Net revenue includes over 1,329-kilogram equivalents sold for the 
Canadian adult-use market and 1,274-kilogram equivalents for medical cannabis sales. The 
decrease in cannabis revenue and kilograms sold compared to the prior quarter was primarily 
related to supply shortages as the Company transitioned growing methods during the late fall and 
early winter, as well as temporary packaging and distribution challenges.” 
 
“Special Committee concluded review and found that the acquisition of LATAM assets was within an 
acceptable range, albeit near the top of the range of observable valuation metrics; the Company's 
investment in LATAM assets is approximately $225 million, after recording the aforementioned non-
cash impairment charge, which is approximately $30 million more than the original agreed purchase 
price of approximately $195 million.” 
 
Company appointed former CEO of Whole Foods, Walter Robb to the board of directors.  “I’ve known 
Walter for many years.  Walter brings tremendous public company experience, having been Co-
CEO and a director of Whole Foods for over 30 years.  Walter has taken Whole Foods, with his team 
from 12 stores, to 475 stores.  Walter has significant knowledge in specialty retail and consumer 
packaged goods industries.  His knowledge of disruptive growth industries, will be invaluable to 
Aphria through their next stage of growth.” 
 

 
4th Quarter 2019 results, are expected to be like 3Q19. 
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Calculation of Shares outstanding at February 28, 2019: 
 
Common Shares O/S 250,581,402 
Warrants O/S      2,394,617 
Options O/S      8,483,415 
Options out of the money (rough estimate)   (2,821,405) 
  
Total (Ties in close to MDA presentation 
from April 12, 2019) 

258,638,029 
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“The Company has entered into a series of transactions that will accelerate the termination of the 
unsolicited offer launched by Green Growth Brands. The parties have consented to terminate the bid 
as of April 15, 2019 thereby resulting in the final and definitive termination of bid on April 25, 2019. 
As a result of these transactions the Company will receive cash proceeds of $89,000 to liquidate an 
outstanding promissory note, the remaining US legalization options and option payment liability.” 
 
 
Irwin Simon appointed Chairman of The Board on December 27, 2019.  Mr. Simon was 

appointed Interim CEO during January 2019. 
 
“Mr. Simon founded The Hain Celestial Group, Inc. a leading organic and natural products company, 
in 1993. As Founder, President, Chief Executive Officer and Chairman, Mr. Simon lead Hain Celestial 
for 25 years, growing the business to approximately US$3.0 billion in net sales including operations 
in North America, Europe, Asia and the Middle East.” 
 
I am not real familiar with Irwin D. Simon, other than he was Founder and CEO of Hain Celestial for 
25 years up through June of 2018. He has an impressive resume! 
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Value Line on Aphria 4/15/19: 
 
“Shares of cannabis producer Aphria fell sharply following the release of disappointing fiscal third-
quarter financial results (years end May 31st). For the period, revenues were $55.3 million, which 
came in nicely ahead of analyst estimates, including our expectation of $45.0 million. The top line 
was fueled by greater distribution revenue and larger pharma-related business. In fact, if it wasn't 
for supply shortages, revenues would have been even higher. On the downside, Aphria's bottom line 
came in at a wider-than-expected loss of $0.15, which excludes a non-cash impairment charge. Our 
estimate called for a $0.02 per-share deficit. In addition to the significant share loss, we assume 
that investors were concerned in regard to the supply issues.  
 
Looking ahead, we remain optimistic in regard to the company's long-term prospects, but the stock 
is certainly not for everyone. The cannabis industry ought to materially expand over the months 
and years ahead, as more countries and U.S. states legalize marijuana products for recreational 
use. This should lead to large annual top- and bottom-line gains for the major players in this field, 
including Aphria. However, the corresponding stocks will probably continue to be quite volatile, and 
we only recommend that long-term, risk-tolerant investors consider taking positions here.” 
 
 
April 1, 2019 ($9.66) Value Line initiates coverage – Their presentations are in USD 
 
Price projection of $18 to $30 between 2022 – 2024. 
 
Company financial strength of ‘B.” This is a relatively low grade, yet consistent with all other cannabis 
companies they follow. 
 
Uses common stock of 249.3M shares, which equates to a market cap of $2.4B. 
 
Projects F2019 (5/31/19) revenues of $150M, and F2020 of $555M. 
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Projects F2019 (5/31/19) eps of $0.10, and F2020 of $0.30.  The forward P/E for F2020 projections is 
32.2X. 
 
Projects 310M shares outstanding at year end 5/31/20. 
 
For F2020 they make the following projections: 
 
Book Value $6.55 
Operating Margin 23.0% 
Income Tax Rate 15% 
Long-Term Debt $60M 
ROTC and ROE 4.5% 
 
“According to a United Nations study, the global market is $150 billion annually, and almost 4% of 
the world’s population is cannabis users.” 
 
They project annual revenues and earnings per share will reach $1B and $0.45 per share by 2022 – 
2024.  They expect management to remain active on the acquisition front, to fuel that level of growth.  
They also expect a few more share offerings during that time period. 
 
 
 
December 7, 2018 ($6.13) Quick Valuation look 
 

 
 
The price has escalated in several days.  The current valuation is $1.57B.  This is 2.67X projected 
F2021 revenues.  F2021 revenues could be incredibly aggressive.   
 
Here is a table of potential valuations and Price to Sales metrics, using F2021 Projected 
revenues of $590M USD: 
 
What if 
price? 

Shares O/S Valuation Price / Projected F2021 
Revenues 

    
$4.00  254M $1,016M 1.72X 
$6.00 254M $1,524M 2.58X 
$8.00 254M $2,032M 3.44X 
$10.00 254M $2,540M 4.31X 
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To put this into perspective, Cronos (CRON $12.88) announced Altria would be a 45% investor.  
Cronos current market cap is ~$3.25B, and their F2021 revenues are not projected to be as high as 
Aphria.  Hence one can see that on a relative basis, perhaps Aphria is underpriced, even at $10.00.  
Yet, relative valuation for a potentially over-valued sector is not necessarily relative to true valuation. 
 
December 6, 2018 ($4.00) Increased our position to ~0.75% of a portfolio.  Our average 
cost is now $4.36 
 
There have been several rebuttals to the short selling report from Quintessential Capital Management 
and Hindenburg Research.  The report could be accurate, yet as stated below, we think the risk reward 
of ownership at $4.36 is compelling.  Aphria does have ~$300M CDN in cash and short-term 
securities. 
 
December 5, 2018 ($4.55) Bought ~0.50% for certain accounts at $4.66 (12/4/18), and if 
cash was available 
 
Market cap using 254M shares and $4.66 USD would be ~$1.2B.  F2021 revenues could be $590M 
USD.  Hence a Price to future revenues of 2X.  This is not egregious if growth continues, and if fraud 
is not within the company. 
 
The company has been defending itself since the short report from Quintessential Capital 
Management and Hindenburg Research, which was released on Monday.  The short report claims that 
Aphria’s management has been deceiving its shareholders to line their own pockets.  The report is 
well written, and there is a video linked below, that is also quite interesting and thorough. Aphria, in a 
statement issued Monday, called the allegations “malicious.” 
 
Here is a link to the reports and videos of the allegations. http://www.qcmfunds.com/aa/  
 
A cannabis analyst who I respect a great deal, doesn’t think they are criminals or liars.  There are 
disturbing facts, like “Building 51”, “The lady who said she is not a director,” and “the missing 
scientist.”  He doesn’t think Aphria are criminals and liars, but their due diligence failed.  He thinks 
the wipe out of the potentially bad investments have been priced into the company.  Of course, the 
potential for fraud exists, but again, he thinks fraud is not there, but you never know.  
 
He does not expect a SEC investigation. Just his views, and perhaps he isn't correct. It is helpful to 
hear his views though. He certainly is disturbed by this but is expecting that the culprit is poor due 
diligence. Again, just his thoughts, we are early in this information stage, and we need to "stay tuned." 
 
On another note, yet it rhymes, Nuuvera was purchased in July 2018.  There were rumblings of 
disclosures of insider relationships not being disclosed.  I am not familiar with how the investment 
community perceived this.  The same analyst I referred to above mentioned, “Nuuvera was nasty. 
There were no legal requirements to disclose this, but it sure looked bad. I think companies need to do 
much better than "the bare minimum.” 
 
Auditor is PWC. 
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Review of 1Q19 (August 31, 2018) financial reports: 
 
Fully diluted shares on October 11, 2018 of 254,349,627.  It is my understanding that option and 
warrant shares are not very material to the share count, and at this point I will not consider them in 
valuation workups. 
 
$273M in cash.  Excellent current ratio. 
 
Shareholders’ equity of $1.5B.  Tangible equity of $701M.  There are “Capital assets” of $361M at 
8/31/18, and based on some recent short discussions, these could be impaired.  Hence, one could call 
Tangible equity to be $340M. 
 
Nuuvera was purchased for ~$507M.  I am concerned of faulty disclosures, and this could be part of 
the recent fraud accusations. 
 
I have seen various potential revenue estimates for F2019 of an average of $279M, F2020 of $608M, 
and F2021 of $812M to $1,260M.   
 
I have also seen shares outstanding projections of 248M for F2020 and F2021. 
 
I have seen IFRS earnings per share of F2019 of an average of $0.14, F2020 of $0.35, and F2021 of 
$0.55.  The “proforma earnings” are expected to be higher, with F2021 at $1.04, but I typically don’t 
put much credence in “proforma earnings.” 
 
Could be a bargain, but a few caveats, which could make this a value trap: 
 

1. Price multiple using F2021 revenues is 2.5 years out. 
 

2. Entire sector might have crazy multiples, yet this is infant industry. 
 
      3.       Hindenburg report could be correct, and this could be fraud ridden and truly go to zero. 
 
April 2, 2018 ($8.62) 
 
“I think the only thing is you may need to lengthen your time horizon to beyond FY19, which ends in 
May 2019, essentially the next year. Analysts project C$229mm for FY19 and C$651mm for FY20. 
 
I like to look at price to tangible book. The tangible book value at 11/30 was about 386 million. If one 
were to assume all dilutive securities are exercised, this would bring in 30 million getting it to 416 
million. Now, add 108 million net for the capital raise after the quarter. This gets to 524 million 
(Canadian). I am not sure of how Nuuvera will impact it (I think there will be some cash at a 
minimum), but let's just assume zero. If that's the case, then the stock trades at 4.6X (probably a 
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little lower). This was all in Canadian dollars by the way. I think that is low compared to most peers 
in the Tier 1, but obviously not so low that it couldn't be lower.” AB 4/1/18 
 
March 30, 2018 ($8.96) 
 

 
 
Market Cap ~$2B 
 
I will use the following assumptions, which are purely back of envelope and shooting from the hip, 
with no method, nor guidance, and just rough assumptions. 
 
If we project Forward revenues of ~$100M in F2019 (11/30/19), I could see a potential market cap of 
$500M to $1B (almost ridiculous).  Hence, we would need a share price of ~$2.27 CDN to ~$4.55. 
CDN. 
 
Hence in USD using conversion of 78%, I would consider buying for $1.78 to $3.55 USD. 
 
I read investor deck (2/18), financials and MDA 11/30/17 and 2017 AR. Impressive company, yet no 
way in the world am I hitting this with current valuation of $2B.  Perhaps I am missing something and 
will reconsider in future. 
 
 

Disclaimer 
 
 
If you are a client of ours and if you have questions regarding the company or 
investment mentioned in this report, please call our office. If you are not a client of 
Redfield, Blonsky & Starinsky LLC Investment Management Division and are reading 
these notes, we urge you to do your own research. We will not be responsible for any 
person making an investment decision based on these notes. These notes are a "by-
product" of our research. We are not responsible for the accuracy of these notes. We 
are not responsible for errors that may occur in these notes.  Please do not rely on us to 
monitor or update this or any other report we may issue. In theory, we could come 
across some type of data or idea, which causes us to eliminate our long or 
short position of the company or investment mentioned in this report   from our 
portfolios.  We will not notify reader’s revisions to these notes. We are not responsible 
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to keep readers of these notes updated for changes or material errors or for any reason 
whatsoever.   We manage portfolios for clients, and those clients are our greatest 
concern as it relates to investing. Certain clients of Redfield, Blonsky & Starinsky LLC 
may not have the company or investment mentioned in this report   in their portfolios. 
There could be various reasons for this. Again, if you would like to discuss the company 
or investment mentioned in this report, please contact Ronald R. Redfield, CPA, PFS 
(partner in charge of investment management division).  
 
Information herein is believed to be reliable, but its accuracy and completeness cannot 
be guaranteed. Opinions, estimates, and projections constitute our judgment and are 
subject to change without notice. This publication is provided to you for information 
purposes only and is not intended as an offer or solicitation. Redfield, Blonsky & 
Starinsky. LLC and Ronald R Redfield, CPA, PFS, may hold a position or act as an 
advisor on any investments mentioned in a report or discussion. 
 
 
 
 


