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UBIKA ALPHA LGC Capital Ltd. (TSXV:LG | OTCQB:LGGCEF, $0.13 | BUY $0.20)

Equity Research: Healthcare - Cannabis

LGC CAPITAL LTD. TSXV:LG
(Currency is CAD$ & estimates are attributable, unless
noted otherwise)

Last Price $0.125
Target Price $0.20
Potential Return 63%
Net Asset Value Per Share $0.23
52 Week Low / High $0.08 / $0.25
Average Daily Volume (30-Day) 580K

CAPITALIZATION Basic  Diluted

Shares Outstanding (M) 416.2 610.3
Market Capitalization ($M) $52.0
Enterprise Value ($M) $51.4

Last Reported Cash Balance ($M) $2.9
Last Reported Total Debt ($M) $2.3

LGC CAPITAL OPERATIONS F2019E F2020E F2021E

Flower Produced (kg) - 100% 7,300 23,600 39,500

Revenue ($M) $12.7 $35.8 $61.7
Cash Costs ($ per gram) $1.03 $1.08 $1.02
AICC ($ per gram) $2.13  $2.19 $1.61
EBITDA ($M) -$0.8 $9.9 $27.3
FCF ($M) -$12.8 -$12.9 $3.2
Total CAPEX ($M) $8.9 $19.0 $14.6
CFPS $0.00 $0.01 $0.03
Cash At Year End ($M) $1.9 $1.8 $1.9
Debt At Year End ($M) $2.5 $6.0 $6.0
RELATIVE VALUATION P/NAV EV/EBITDA
2019E 2020E
LGC Capital Ltd 0.5x nm 5.2x
Cannabis Holdings Companies nfa  18.3x 7.9x
Gold and Oil Royalty Companies 1.4x  10.7x 9.1x

ATTRIBUTABLE REVENUE & EBITDA FORECAST
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COMMERCIAL PRODUCTION AT JAMAICAN ASSET
SHOWS THAT ITS JUST THE BEGINNING

JAMAICA UPDATE

Commercial status reached at Global Canna. On April 4, 2019,
LGC announced that Global Canna Labs (30% interest and a 5% royal-
ty) has sold 46.5 kg of medical cannabis to licensed local dispensaries
to-date. In late-March, Global Canna Labs received formal approvals
from the Jamaican Cannabis Licensing Agency to allow the sale of
medical cannabis to dispensaries. We note that while 46.5 kg may
seem small (~US$128,000 in wholesale value based on our estimates),
we believe Global Canna is one of the most developed legal medical
cannabis companies in Jamaica. For reference, Global Canna Labs has
a Tier-3 licence for the cultivation and production over 5 acres.

Global Canna is planning to operate two dispensaries and one pro-
cessing facility. Becoming vertically integrated in Jamaica with dis-
pensaries and a processing facility would be significant catalyst. Par-
ticularly, we believe the ability to process medical quality crude oil
with low-cost biomass is the most important driver moving forward.

The majority of Global
Canna’s 270,000 sq ft Monte-
go Bay site is now planted.
The Company expects to per-
form two sectional harvests/
month. The first bi-monthly
harvest is anticipated on April
10. We have adjusted our cul-
tivation and cost estimates to
take a more conservative ap-
proach for this year, given the
large scope of the project and
local regulatory demand. As
such, we now are modelling
3,600 kg (was 7,000 kg) in
F2019E (ending Sept. 30,
2019). However, this adjust-
ment was more than offset by
an higher than expected price/
kilo, which we have also ad-

justed to $3,700/kg (was
$2,600/kg).
VALUATION

Figure 1: Outdoor Growing

Source: Global Canna Labs

o Trades at a discount to peers. We have adjusted our estimates
and our NAVPS has increased to $0.23 (was $0.21), although our
BUY rating and target of $0.20 remains the same. LGC currently
trades at 5.2x our F2020E EBITDA estimates of $9.9M, a discount
to cannabis holdings companies and gold and oil royalty compa-
nies, which trade at an average of 7.9x and 9.1x, respectively. We
believe this gap should close as LGC begins to make material cash

flow.
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LGC SHAKES UP MANAGEMENT BRINGING IN 90 YEARS OF FAST MOVING CONSUMER
GOODS (FMCG) EXPERIENCE.

On April 3, LGC announced several management additions and changes. Mazem Haddad will now become
the new CEO and remains as co-chairman. In addition, Mark Shinners of Arlington Capital will assume the role
of CFO. Of note, Anthony Samaha will be retiring from his role of CFO and John McMullen has stepped down
from his role as CEO and will now assume the role of President. The Company also announced four further addi-
tions the team or the roles of EVP Commercial, VP Commercial Finance Director, VP Corporate & Regulatory
Affairs, and VP Global Communications. These bios are described below:

MANAGEMENT BIOS

Mazen Haddad — CEQO: Mazen has over 20 years of experience in venture capital and assisting start-ups to build
out their operations. Mazen has a breath of experience, ranging from technology to real estate and mining both in
the U.S. and Canada.

Mark Shinners, CPA, MBA — CFO: Mark has over 17 years experience in finance and operations with experi-
ence across numerous sectors including IT, construction, renewable energy, and manufacturing. Mark has held
leadership positions in assurance, corporate finance, and financial advisory.

Richard Widmann — EVP Commercial: Richard has over 15 years with British American Tobacco. Richard will
lead the commercial strategy and build-up of a pan European Hemp/Cannabis enterprise. He will also provide op-
erational direction as well as provide oversight to LGC's partners.

Mervyn Koenen — VP Commercial Finance: Mervyn brings 18 years experience in managing commercial fi-
nance, internal audit and strategic planning. His experience includes international, strategic and multi-disciplinary
projects resulting in delivering sustainable profit growth.

Jeanne van Wyk — VP Communications: Jeanne has 26 years marketing experience, most recently as Strategic
Planning Director for the WPP advertising group servicing British American Tobacco across Europe.

Alistair Hide - VP Corporate and Regulatory Affairs: Alistair joins has over 25 years experience and corporate
regulatory affairs. He also brings over 18 years of experience with BAT, most recently as Head of Corporate and
Regulatory Affairs.
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Important Disclosure

The information contained in this report has been drawn from sources believed to be reliable, but its accuracy or
completeness is not guaranteed, nor in providing it does Ubika Corp. assume any responsibility or liability. Ubika Corp., its
directors, officers and other employees may, from time to time, have positions in the securities mentioned herein. Contents
of this report cannot be reproduced in whole or in part without the express permission of Ubika Corp.

Analyst Certification

I, Patrick Smith, hereby certify that all the views expressed in this report accurately reflect my personal views about the
subject securities or issuers. I also certify that no part of my compensation was, is, or will be, directly or indirectly, related
to the specific recommendations or views expressed in this report. I am the research analyst primarily responsible for
preparing this report.

Ratings

Buy: Recommendation: stock is expected to appreciate from its current price beyond 20% in the next 12 months.
Neutral: Recommendation: stock is expected to trade in a narrow range from its current price level in the next 12 months.
Sell: Recommendation: stock is expected to decline from its current price level below 20% in the next 12 months.

U/R: Under Review.

N/R: Not Rated.

Research Disclosures Applicability

1) Ubika Corp. and its affiliates’ holdings in the subject company’s securities, in aggregate exceeds 1% of the subject company’s 1) No
issued and outstanding securities.

2) The analyst(s) responsible for the report or recommendation on the subject company, a member of the research analyst’s 2) No
household, an associate of the research analyst, or any individual directly involved in the preparation of this report, have a finan-

cial interest in, or exercises investment discretion or control over, securities issued by the subject company.

3) A company associated with Ubika Corp. has managed or co-managed a public offering of securities for the subject company in ~ 3) No
the past 12 months.

4) The following director(s), officer(s) or employee(s) of Ubika Corp. is a director of the subject company. 4) No

5) A member of the research analyst’s household serves as an officer, director or advisory board member of the subject company.  5) No

6) The subject company has partially funded previous analyst visits to its projects. 7) No

General Disclosure
Ubika Corp. and its divisions are not registered with any financial or securities regulatory authority in Ontario or Canada.

Where reference is made to estimate of value or relative value of a specific company, there is no guarantee that these
estimates are reliable or will materialize. Readers of these reports and newsletters are advised to conduct their own due
diligence before making any investment decisions. Although the content has been obtained from sources believed to be
reliable, these sources could include technical or other inaccuracies or errors.

Ubika Corp. and its affiliates make no representation and disclaim all express and implied warranties and conditions of any
kind, including without limitation, representations, warranties or conditions regarding accuracy, timeliness, completeness,
non-infringement, satisfactory quality, merchantability, merchantable quality or fitness for any particular purpose or those
arising by law, statute, usage of trade, or course of dealing. Ubika Corp. and its affiliates assume no responsibility to you or
any third party for the consequences of any errors or omissions.

This report may include forward-looking statements about objectives, strategies and expected financial results of companies
featured in this research report. Such forward-looking statements are inherently subject to uncertainties beyond the control
of such companies. The users of this site are cautioned that the company’s actual performance could differ materially from
such forward-looking statements.
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