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Sativa Group Plc
Deal to create vertically integrated group
Sativa Group Plc has announced that it has entered into a letter of intent
with StillCanna where StillCanna will acquire the entire issued share
capital of Sativa for StillCanna shares. StillCanna is one of the EU’s largest
hemp biomass cultivation and extraction companies, and the
combination with Sativa creates a vertically integrated and fully
compliant seed to sale EU business. We believe the businesses
complement each other significantly and that the deal is attractive to
shareholders of both. The entity would continue to trade on the Canadian
Securities Exchange, OTC Markets in New York and the Frankfurt Stock
Exchange, and will be an EU focussed business that we believe will be run
out of the UK and led by Sativa CEO, Henry Lees-Buckley.
◼ StillCanna has large cultivation and extraction assets and is on the cusp of
significant revenue growth: It is one of Europe’s largest CBD companies with 1500
hectares of hemp cultivated in Poland in 2019 with this expected to grow to 3000Ha
in 2020. It has two large extraction facilities based on a proprietary closed loop
ethanol-based design with combined capacity to produce up to 29 tonnes of CBD
isolate pa. Its wholly owned extraction in Poland has recently started production
with the group recording its first revenues in the quarter to January 2020, and its JV
facility with DragonFly in Romania recently received its final operating permit and
awaiting the lifting of the COVID-19 lockdown before resuming commissioning.
◼ It complements Sativa’s leading position in UK distribution and branding and puts
the group in a strong position with regards to Novel Food compliance: both
companies share a culture of compliance and the resulting vertically integrated
entity will be able to provide full traceability of testing and compliance from seed to
sale. Both were already engaged in the process of achieving UK and European FSA
Novel food compliance prior to the UK March 2021 deadline. We believe success in
the UK by Sativa’s Goodbody brands is likely to help generate demand in other
jurisdictions, as well as for wholesale and white label CBD supply.
◼ Attractive deal structure for both sets of shareholders: Based on the current share
prices, the resulting group will be 65% owned by Sativa shareholders with Sativa not
just bringing branding and distribution in the most important EU CBD market, but
also a cannabinoid testing laboratory, as well as medicinal and veterinary
cannabinoid asset development. For Sativa, StillCanna brings compliant EU
cannabinoid supply at scale, as well as balance sheet strength which, combined with
potentially significant third-party CBD sales this year, should see the group well
through COVID-19 but potentially also be able to trade to self-sufficiency without
further equity funding.
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Transaction terms and process
◼ The proposed transaction being explored will see StillCanna acquire the entire issued share
capital of Sativa in consideration for which StillCanna will issue StillCanna Shares to the Sativa
shareholders on the basis of 0.33651 StillCanna Shares for each Sativa share in issue.
◼ All options and warrants in Sativa are expected to be exchanged for options and warrants in
StillCanna using the same ratio.
◼ It is envisaged that the transaction would be achieved through a UK Scheme of Arrangement
under Part 26 of the UK Companies Act 2006.
◼ The process gives 28 days for due diligence before requiring court approval ahead of a
shareholder vote at a General Meeting where a simple majority of shareholders holding at
least 75% in value of those shares represented at the meeting vote in favour.
◼ The LOI provides for an exclusivity period, allowing Sativa Group to conduct due diligence on
StillCanna. StillCanna will not pursue any alternative transaction to the proposed acquisition
of Sativa during the exclusivity period.
◼ Other than in a limited number of circumstances, if StillCanna does not proceed to make an
offer to acquire the shares of the Company pursuant to the LOI, StillCanna will be required
to pay a break fee to Sativa at the greater of either, £1m, or if StillCanna enters into an
Alternative Transaction, 25% of the value paid by StillCanna or for StillCanna's securities or
assets (as the case may be) in such alternative transaction.
◼ The announcement notes discussions remain at an early stage and accordingly there can be
no certainty that a firm offer will be made. That said, we believe that a considerable amount
of work would have been done prior to this announcement based on the detail provided and
the majority of the negotiations are complete.
We believe the terms agreed are attractive to shareholders of both companies, but particularly
for Sativa Group shareholders, especially with the deal abortion fee. At Sativa’s current c£15m
valuation, the deal values StillCanna at c£5.25m/C$9.2m (StillCanna has raised C$30m of capital
to date and reported net cash of C$6.5m at the end of January 2020).
We also believe that Sativa CEO, Henry Lees-Buckely will lead the group with management
based in the UK. The shares would continue to trade on the Canadian Securities Exchange, OTC
Markets in New York and the Frankfurt Stock Exchange but with an EU based fully compliant
business with a UK management team, we believe the combined entity would be well suited for
a UK or EU listing in due course.
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StillCanna background
StillCanna Inc is a leader in cannabinoid extraction and agriculture and is focused on the largescale manufacturing of CBD in Europe and has built two high volume extraction facilities,
positioning itself as a leader in the seed to CBD supply. It has engineered its own proprietary
closed loop ethanol extraction systems which it believes will allow it to extract CBD at a
comparatively low cost.

Origin/Premium Extraction Services
StillCanna's facility in Romania was built under a joint venture agreement with Dragonfly
Biosciences of the UK who provides the biomass and offtakes extract at pre-agreed prices for
the first three years. The JV is called Premium Extraction Services Limited (called Origin in
StillCanna presentations) and is 51% owned by DragonFly 49% by StillCanna. It has an extraction
capacity of 13,800kg of CBD isolate pa (StillCanna calculation based on 5.3% CBD in hemp and
60% CBD isolate yield). The facility recently received its final operating permit; however,
Romania is currently subject to a lockdown due to COVID-19 and so commissioning will resume
once the lockdown is lifted.

Olimax/Nexus
StillCanna’s second extraction facility is built in Poland, is called Nexus, and operates under
StillCanna's wholly owned subsidiary Olimax which was acquired in May 2019. This has a
capacity of 15,300kg pa.
It is planning its next facility in Poland, called Horizon, which will have a capacity of 57,240kg pa
with this expected to be built in 2021.
Olimax also has cultivation assets in Poland with 1500 hectares of hemp planted in 2019 with
this projected to rise to 3000 hectares in 2020. The hemp flower cultivated in 2019 has been
dried and stored using a proprietary storage technology by StillCanna which is designed to retain
cannabinoid content.

Offtake
In addition to agreement with DragonFly for PES, and StillCanna now expected to supply CBD
product to Sativa Group, StillCanna has two other offtake agreements that it has announced:
◼ A C$36m supply agreement with Biosciences of California to deliver CBD isolate starting in
Q4/19.
◼ A biomass agreement for approximately C$1 million dollars with Sequoya Cannabis
(http://sequoya.ca).

Financials
StillCanna has raised over C$30m in equity financing, including a C$24m raise in April 2019. In
its most recent financials, the three months ended 31 January 2020, it recorded its first quarterly
revenues C$0.23m (from Nexus) and an operating loss of C$2.06m. It reported cash and
equivalents of C$6.72m, $1.23m in inventories and is debt free apart from C$0.20m of leases.
This therefore gives it little more than 9 months of cash runway at that cash burn rate. As such,
its financial statement included a statement that there is material uncertainty that casts
significant doubt about the Company’s ability to continue as a going concern.
That said, with the Nexus facility now operational and PES expected to start production in the
coming months, and with significant capacity in cultivation and extraction, the company looks
like it could trade its way to self-sufficiency within the next six months and with its current cash
position. This potentially could then provide headroom in funding to support the combined
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group with Sativa, especially if cost synergies can be achieved through the combination of the
two businesses.
A back of the envelope calculation suggests that the 1500 Ha cultivated by StillCanna in 2019
would theoretically hold over 7 tonnes of CBD (using a conservative CBD yield in flower of c3.5%)
which could be extracted in six months. With a wholesale value of over €5/g for traceable
compliant EU CBD distillate and isolate, this supply could deliver revenues over €35m this year.
Additional revenues could be made by StillCanna by toll processing third-party crop using spare
capacity in its Nexus facility as well as from the Premium Extraction Services JV with DragonFly
who also has considerable hemp flower in stock to process once fully operational

Investment Risk
Investing in shares presents risks and opportunities. The past is not necessarily a guide to the
future performance of an investment. The value of investments and the income derived from
them may fall as well as rise and investors may not get back the amount invested. Some
investments discussed in this publication may have a high level of volatility. High volatility
investments may experience sudden and large falls in their value which may cause losses.
The information on future performance in this communication is an illustration and is not a
reliable guide to actual future performance.
Non-UK stocks
International investing includes risks related to political and economic uncertainties of foreign
countries, as well as currency risk.
Emerging market
Investors should be aware of the additional and special risks associated with securities and
investments in emerging markets. Consequently, it may be difficult to sell or realise such
investments.
Note: Cenkos considers that providing this communication constitutes a minor non-monetary
benefit in accordance with rule 2.3A.19 R (5) b of the FCA’s COBS rulebook.
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Disclosures
Analyst Certification
The Sales Person(s) / Research Analyst(s) responsible for preparing this investment recommendation/report or sections of this report, in whole or in part, hereby
certify/ies that, with respect to any and all of the securities or issuers that the Sales Person(s) / Research Analyst(s) cover(s) in this report, the views expressed in this
report accurately reflect his/her/their personal views. However, this investment recommendation / report may have been disclosed to the issuer prior to its publication
and may have been subject to amendment thereafter. The proprietary models used in production of this investment recommendation are available on request. It is
intended that the proprietary models used in this investment recommendation shall be updated when appropriate. In addition, no part of the Sales Person(s) / Research
Analyst(s)' compensation was, is, or will be directly or indirectly, related to the specific recommendations or view expressed in this report or summary.
Recommendations definitions
Definition of research recommendations
Expected absolute returns
•
BUY is an expected return greater than 10%;
•
HOLD is an expected return -10% - +10%; and
•
SELL is an expected return less than -10%.
•
UNDER REVIEW: recommendation and/or forecasts are under review pending further clarity as to the company’s financial and/or operational position.
For Sales recommendation please refer to http://cenkos.com/bottom-menu/legal-and-regulatory/conflicts-of-interests-disclosures
Distribution of Investment Recommendations as per 23/04/2020
Corporate No.
Corporate %
Buy
44
67
Hold
3
4
Sell
0
0
Under review
18
27

No.
64
6
0
19

%
71
6
0
21

Temporary movements by stocks across the boundaries of these categories due to share price volatility will not necessarily trigger a recommendation change. All
recommendations are based on 12 month time horizon unless otherwise stated.
Recommendation History
Company
Sativa Group Plc

Disclosures
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28 Jun 19
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Buy

Price
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A list of all the recommendations produced/issued by the relevant Sales Person / Research Analyst on any financial instrument or issuer disseminated during the
preceding 12 months is available upon request free of charge. Please contact the appropriate Cenkos analyst or your Cenkos contact on 020 7397 8900.
Conflicts of Interests
Cenkos has detailed written policies and procedures designed to identify and manage potential conflicts of interest that arise in connection with production and issuing
of investment recommendations. Cenkos’ Sales Persons and Research Analysts involved in issuing and disseminating investment recommendations operate
independently of Cenkos’ Corporate Finance business. Chinese Walls and Information barriers procedures are in place between the Sales Persons and Research Analysts
and staff involved in securities trading for the account of Cenkos or its clients to ensure that confidential and/or inside information is handled according to applicable
laws and regulations. In addition, there are information barriers around Research Analysts which are designed to ensure that the knowledge and timing of the
publication of reports containing investment recommendation is not communicated selectively to buy-side clients or to the trading parts of the business. Cenkos may
be remunerated by a company for writing research on that company, in which case, a specific disclosure will be made in the relevant report. Each company understands
and agrees that the analysis, opinions, projections, forecasts and estimates will be honest and unbiased in compliance with Cenkos’ Conflicts of Interests and Research
Policies and will in no way be influenced by any remuneration received by Cenkos from the company. For further details, please see Cenkos’ Conflicts of Interest Policy
available on our website at www.cenkos.com.
Legend
1 The Sales/ Research Analyst persons closely associated with them and/or persons involved in the preparation of the investment recommendation, has a beneficial
interest in the shares of this issuer. This holding(s) was not received or purchased prior to a public offering of such shares.
2 The Sales / Research Analyst responsible for this investment recommendation may have his/her remuneration linked to investment banking transactions
performed by Cenkos.
3 A director, officer or employee of Cenkos or a person closely associated to him/her, is an officer, director, or serves as an adviser or board member of the issuer.
Where this person is the person responsible for this investment recommendation or a person closely associated with them, this will be indicated.
4 As at the date of this investment recommendation / report, Cenkos has a beneficial interest exceeding 5% of the total issued share capital in the issuer.
5 As at the date of this investment recommendation / report, the issuer has a beneficial interest exceeding 5% of the total issued share capital of Cenkos.
6 Cenkos acts as a market maker or liquidity provider in relation to securities issued by the issuer.
7 Cenkos has been the lead manager or co-lead manager in a public offering of the issuer’s financial instruments during the previous 12 months.
8 Cenkos is party to an agreement with the issuer and has received compensation from the issuer for the provision of investment banking or financial advisory
services within the previous 12 months.
9 Cenkos is party to an agreement with the issuer relating to the provision of investment recommendations for this issuer and Cenkos may receive remuneration for
such service.
10 Cenkos acts as a corporate broker to this issuer.
11 Cenkos acts as a nominated adviser, financial adviser or as a sponsor to the issuer in the UK.
12 As at the date of this investment recommendation, Cenkos has a net short position exceeding 0.5% of the total issued share capital of the issuer.
13 As at the date of this investment recommendation, Cenkos has a net long position exceeding 0.5% of the total issued share capital of the issuer.
14 Any other specific disclosures.
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Disclaimer
This communication is NON-INDEPENDENT RESEARCH AND A MARKETING COMMUNICATION under the FCA's Conduct of Business Sourcebook (“COBS”) containing investment
recommendation and is issued in the UK by Cenkos Securities PLC (“Cenkos”), which is authorised and regulated by the Financial Conduct Authority ("FCA") and is a member of
the London Stock Exchange. Non-independent research has not been prepared in accordance with the legal requirements to promote independence of investment research and
is not subject to any prohibition on dealing ahead of the dissemination of investment research.
This document and any investment to which this document relates is intended for the sole use of the persons to whom it is addressed and is for distribution in the United Kingdom
only to "professional clients" or "eligible counterparties" within the meaning of chapter 3 of COBS or persons described in Articles 19(5) (Investment professionals) or 49(2) (High
net worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) ("FPO") and all other
exempt persons under the FPO (all such persons together being referred to as “Relevant Persons”). It is not intended to be distributed or passed on, directly or indirectly, to any
other class of persons and may not be relied upon by such persons and is therefore not intended for private individuals or those who would be classified as retail clients under
COBS. This document is directed only at Relevant Persons. Other persons should not act or rely on this document or any of its contents. Laws and regulations of other countries
may also restrict the distribution of this report. Persons in possession of this document should inform themselves about possible legal restrictions and observe them accordingly.
Any investment to which this document relates is available only to such persons, and other classes of person should not rely on this document.
This document has been prepared and issued by Cenkos on the basis of publicly available information, internally developed data and other sources believed to be reliable. Share
price performance graphs are sourced from Morningstar, FactSet, Proquote International and Thomson Reuters Datastream. The information contained in this publication was
obtained from various sources believed to be reliable, but has not been independently verified by Cenkos. Cenkos does not warrant the completeness or accuracy of such
information and does not accept any liability with respect to the accuracy or completeness of such information, except to the extent required by applicable law. Any opinions,
projections, forecasts or estimates in this report are those of the author only, who has acted with a high degree of expertise. They reflect only the current views of the author at
the date of this report and are subject to change without notice. Cenkos has no obligation to update, modify or amend this publication or to otherwise notify a reader or recipient
of this publication in the event that any matter, opinion, projection, forecast or estimate contained herein, changes or subsequently becomes inaccurate, or if research on the
subject company is withdrawn. The analysis, opinions, projections, forecasts and estimates expressed in this report were in no way affected or influenced by the issuer. The author
of this publication benefits financially from the overall success of Cenkos.
This publication is a brief summary and does not purport to contain all available information on the subjects covered. Further information may be available on request. This report
may not be reproduced for further publication without the prior written permission of Cenkos. This publication is for information purposes only and shall not be construed as an
offer or solicitation for the subscription or purchase or sale of any securities, or as an invitation, inducement or intermediation for the sale, subscription or purchase of any
securities, or for engaging in any other transaction. The investments referred to in this publication may not be suitable for all recipients. Recipients are urged to base their
investment decisions upon their own appropriate investigations that they deem necessary. Any loss or other consequence arising from the use of the material contained in this
publication shall be the sole and exclusive responsibility of the investor and Cenkos accepts no liability for any such loss or consequence. In the event of any doubt about any
investment, recipients should contact their own investment, legal and/or tax advisers to seek advice regarding the appropriateness of investing. Some of the investments
mentioned in this publication may not be readily liquid investments. Certain transactions, including those involving futures, options, and high yield securities, give rise to substantial
risk and are not suitable for all investors. Investors should be aware of the additional and special risks associated with securities and investments in emerging markets.
Consequently, it may be difficult to sell or realise such investments. The past is not necessarily a guide to future performance of an investment. The value of investments and the
income derived from them may fall as well as rise and investors may not get back the amount invested. Some investments discussed in this publication may have a high level of
volatility. High volatility investments may experience sudden and large falls in their value which may cause losses. International investing includes risks related to political and
economic uncertainties of foreign countries, as well as currency risk. To the extent permitted by applicable law, neither Cenkos, nor any of its directors, officers or employees,
accepts and liability whatsoever for any loss, damages, costs or prejudices whatsoever arising from the use of this publication or its contents.
Cenkos has written procedures designed to identify and manage potential conflicts of interest that arise in connection with its research business and its production. Cenkos’
research analysts and other staff involved in issuing and disseminating research reports operate independently of Cenkos’ Corporate Finance business. Information barriers
procedures are in place between the Sales and Research Analysts and staff involved in securities trading for the account of Cenkos or its clients to ensure that inside information
is handled according to applicable laws and regulations.
Cenkos may be remunerated by a company for writing research on that company, in which case, a specific disclosure will be made in the relevant research report. Each company
understands and agrees that the analysis, opinions, projections, forecasts and estimates expressed in such research reports will be honest and unbiased in compliance with Cenkos’
Conflicts of Interests and Research Policies and will in no way be influenced by any remuneration received by Cenkos from the company. For further details, please see Cenkos’
Conflicts of Interest Policy available on our website at www.cenkos.com.
Cenkos is incorporated and principally operates in England and Wales. Cenkos is not registered as a broker-dealer in the US and relies on the exemption in Rule 15a-6 under the
Securities Exchange Act of 1934 when interacting with US persons. For the purposes of this exemption, please note that this publication should not be construed as an invitation,
inducement, solicitation or intermediation for the sale, subscription or purchase of any securities or for engaging in any other transaction. Cenkos and its assets are regulated in
England and Wales by the FCA (registered number 416932). Accordingly, laws, regulations and remedies may differ to those available in the US.
Cenkos is not registered in any Canadian jurisdiction but operates in Canada using the International Dealer and/or Adviser exemption granted by the Ontario Securities Commission
under section 8.18 and/or 8.26 of NI31-103. Laws, regulations and remedies may differ to those available in Canada accordingly.
This document may be distributed to wholesale clients in Australia in reliance on relief pursuant to ASIC Class Order CO 03/1099.
This document may be distributed to institutional clients in South Africa. Cenkos is not a financial services provider in South Africa and nothing in this document should be
construed as constituting the canvassing for, or marketing or advertising of financial services by Cenkos in South Africa.
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