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The Green Organic Dutchman Holdings Ltd. (TSX: TGOD) — First Production Facility Greenlit /
Reports First Revenue Quarter

Sector/Industry: Cannabis www.tgod.ca
Market Data (as of March 28, 2019) Highlights
Current Price C$4.78
e Ve > Hamilton Facility Gets the Green Light: The company
received approval from Hamilton City Council, allowing them

52 Week Range CS2.10 - C$8.78 to move forward with production at the facility despite the city
Shares O/S 271,435,887 council’s resistance last year.
Market Caj C$1.30 B . . .
Current YiIe)l d N/A » TGOD recently filed their annlfal audited financial statements.
P/E (forward) N/A Q4-2018 markeq the company’s first revenue quarter, though
P/B 3 14x revenue was derived from HemPoland and not from domestic
YoY Return N/A cannabis operations.
YoY TSX 5.13%

» HemPoland’s Debut: HemPoland generated $1.88 million in
*see back of report for rating and risk definitions revenue for TGOD during Q4-2018. Whilst a historic moment,
the number reported is concerning given our previous
HemPoland revenue forecast of $15.23 million in 2019. We
have revised our 2019 revenue forecast for HemPoland to
$9.14 million.

» 2019 Revenue Forecast Drops Slightly: 2019 revenue has
been revised from $47.73 million to $41.64 million. Revenue
forecasts after 2019 remain the same.

» We are revising our fair value per share estimate of $7.76
to $7.60.

Key Financial Data (FYE - Dec 31)

(&) FY2017 FY2018 FY2019E FY2020E
Revenue $ - $ - $ 1,879,000 $ 41,635,000 $231,288,415
Net Income $ -161,154 $-13,459,000 $-45203,000 $-26,681,606 $ 66,163,936
EPS $ -0.00 $ -0.12 $ -0.21 § -0.10 $ 0.24
Cash $ 2,808,738 $ 63,735,857 $213,549,000 $110,634,655 $144,721,860
Working Capital $ 2559977 $ 61,737,945 $257,707,000 $125,823,705 $166,285,064
Debt $ 250,000 $ - $ 1,100,000 $ 1,100,000 $ 1,100,000
Total Assets $ 15,358,809 $ 96,977,161 $445957,000 $415,802,169 $516,064,570
Shareholders' Equity $ 10,253,928 § 77,248,219 $413,695,000 $407,157,794 $484,398,070
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On March 28, 2019, TGOD announced that they had received approval from the Hamilton
City Council to move ahead with the development and operation of their Hamilton facility in
Ancaster, Ontario. The vote to approve the company’s settlement offer comes after the
council had originally voted against allowing the facility to operate, throwing a wrench in
the company’s production schedule. With the green light, TGOD can now move to bring the
facility to full commercial production, bringing online 17,500 kg of fully-funded cannabis
production. The facility is expected to come online in June 2019, and will employ up to 85
people.

The company’s Q4-2018 was a historic one as it marked the beginning of revenue
generation for the company. The revenue was derived from their recently acquired
HemPoland subsidiary, which is a wholly-owned producer of CBD oils and other infused
products. The company reported HemPoland revenue of $1.88 million in Q4-2018, and total
cost of sales of $1.97 million. Though this implies a negative gross profit, readers should
note that cost of sales related to the production, or actual COGS, was $0.67 million, and
$1.29 million of the reported cost of sales was related to business combination expenses.
Adjusted gross profit on HemPoland’s inaugural sales through TGOD was $1.19
million for a gross margin of 63.49%.

STATEMENTS OF OPERATIONS

(in C$) - YEDec 31st

Revenue 1,879,000
COGS 1,971,000
Gross Profit - (92,000)
Fair Value Adj. 300,000 304,000
Adj. Gross Profit 300,000 212,000
EXPENSES

SG&A Expense 5,431,000 31,707,000
Research and Development Costs 1,403,000 2,815,000
Investee's Income 1,136,000
Share-based Compensation 8,109,000 9,154,000
EBITDA (14,643,000) (44,600,000)
Depreciation 455,000 1,060,000
Amortization

EBIT (15,098,000) (45,660,000)
Financing Costs (252,000) (2,770,000)
EBT (14,846,000) (42,890,000)
Non-Recurring Expenses 169,000 2,662,000
Taxes (1,556,000) (349,000)
Net Profit (Loss) (13,459,000) (45,203,000)
FOREX (513,000)
Net Profit (Loss) to Shareholders (13,459,000) (44,690,000)
weighted Average Shares outstanding 112,526,107 219,968,129
Earnings per Share $ -0.12 ° $ -0.21

Source: FRC, Financial Statements
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Though the generation of revenue was surprising, as we had not expected revenue to be
reflected in the company’s financials in their year-end reporting, the actual level of revenue
was disappointing on an annualized basis. To our knowledge, HemPoland is an operation
that has been generating revenue for at least two years. Our projection for HemPoland’s
2019 revenue was $15.23 million, which would contribute to forecasted firm-wide revenue
of $47.73 million in 2019. However, based on actual results for Q4-2018, we are revising
our 2019 revenue forecast of $47.73 million to $41.64 million. Our previous revenue
guidance past 2019 remains unchanged. According to management, HemPoland’s revenues
in the quarter were negatively impacted by their transition into TGOD.

SG&A expenses for the full year were significantly above our forecasted $21.74 million
number, with 2018 SG&A of $31.71 million. Due to the larger than expected operating
expenses, EBITDA for 2018 was -$44.60 million, far lower than our forecast of -$34.01
million. According to management, SG&A expenses increased significantly in Q4-2018 due
to corporate costs related to ramping up operations.

Due to the large increase in operating expenses, we are raising our forecasted net loss
in 2019 from $10.28 million (EPS: -$0.04) to $26.68 million (EPS: -$0.10). Our
forecasted net earnings for years past 2019 are only slightly affected.

The company’s cash flows are outlined below. Free cash flows in 2018 are negative due to
the large CAPEX requirements of the company’s cultivation facilities, as well as the
numerous acquisitions undertaken since our initiating report. To repeat sentiment from our
previous update, existing cash balances should satisfy all forecasted -capital
requirements.

Summary of Cash Flows

($, mm) 2017 2018
Operating -$4.15 -$44.97
Investing -$6.75 -$118.18
Financing $71.77 $313.51
Effects of Exchange Rate $0.06 -$0.56
Net $60.93 $149.81
Free Cash Flows to Firm (FCF) -$10.90 -$163.14

Source: FRC, Financial Statements

The following table outlines the company’s liquidity and capital structure at the end of 2018.
The company’s cash position stood at $213.55 million, with working capital of $257.71
million and a current ratio of 9.63x. The liquidity position of the company remains
strong, and the cash balance is more than sufficient to cover our forecasted CAPEX
schedule with left over capital available for inorganic growth initiatives.

© 2019 Fundamental Research Corp. “15+ Years of Bringing Undiscovered Investment Opportunities to the Forefront” www.researchfic.com
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(in CS) - YEDec 31st

Liquidity & Capital Structure 2017 2018
Cash $ 63,735,857 $ 213,549,000
Working Capital $ 61,737,945 $§ 257,707,000
Current Ratio 4.13 9.63
LT Debt $ - $ 261,000
Total Debt $ - $ 1,100,000
LT Debt / Capital - 0.00
Total Debt / Capital - 0.00
Total Invested Capital $ 13,512,362 $§ 201,246,000

Source: FRC, Financial Statements

Stock Options and Warrants: We estimate that the company has 12.43 million stock
options (weighted average exercise price of $2.83), and 67.64 million warrants (weighted
average exercise price of $5.16) outstanding. 10.96 million options and 38 million warrants
are currently in the money. The company has the potential to raise up to $137.70 million
if all the in-the-money options and warrants are exercised.

Valuation DCF Valuation
Based on changes to our models, our updated fair value is $7.60 per share versus our
previous estimate of $7.76 per share.

2020E 2021E 2022E 2023E 2024E 2025E Terminal
EBIT(1-tax) $ -19477,573 $ 66,163,936 $ 121,223,541 $ 196,238,097 $ 222,865,051 $ 246,213,123 $ 266,345,731
Non-Cash Expenses $ 14846469 $ 20,653,992 $ 21,269350 $ 21,563,673 $ 22,221,667 § 23,049,342 $ 24,058,767
Investment in WC $ 21,031,050 $ -6,374,154 $ -3,285807 $ -19,123,030 $ -1,795592 $  -882,577 $ -3,708
CFO $ 25,662,154 $ 80,443,775 $ 139,207,084 $ 198,678,739 $ 243,291,126 $ 268,379,888 $ 290,400,790
CAPEX $-104,994,158 $ -46,356,570 $ -12,157,297 $ -12,157,297 $ -12,157,297 § -12,157,297 $ -12,157,297
FCF $-130,656,312  § 34,087,205 $ 127,049,787 $ 186,521,442 § 231,133,829 §$ 256,222,591 §$ 278243,492 $ 286,590,797
PV $-120,009,846 $ 27,955,023 $ 93,030,291 $ 121,944,209 $ 134,920,489 $ 133,540,743 $ 129,480,200 $1,481,828,960
Discount Rate 12.00%
Terminal Growth Rate 3.00%
Total PV $  2,002,690,069
Cash - Debt $ 212,449,000
Equity Value $  2,215,139,069
Shares O/S (dil) 291,582,000
Fair Value $ 7.60

Source: FRC

As a result of the update in our forecasts and change in our valuation models, we are
revising our fair value estimate to $7.60 per share (from $7.76 per share), and
maintaining our BUY rating.

We believe the company is exposed to the following risks (list is non-exhaustive):

» The company operates in an industry that is highly regulated and subject to material
change from governmental intervention.

» Significant delays in the build-out of the company’s production facilities could
significantly affect the valuation of the company. Furthermore, delays in entering the
market could result in foregone market share to other LPs.

» No guarantee that the company will be able to sell the cannabis produced at their

© 2019 Fundamental Research Corp. “15+ Years of Bringing Undiscovered Investment Opportunities to the Forefront” www.researchfic.com
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facilities, nor successfully secure additional long-term supply contracts.
Contamination risk and other risks associated with biological/agricultural production.
Liquidity risk.

Exchange rate risk.

Interest rate risk.

YV VY

We are maintaining our risk rating of 4 (Speculative).
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STATEMENTS OF OPERATIONS
(in CS) - YEDec 31st 2016 2017 2018 2019E 2020E
Revenue 1,879,000 41,635,000 231,288,415
COGS 1,971,000 11,600,938 69,156,250
Gross Profit - - (92,000) 30,034,063 162,132,165
Fair Value Adj. 300,000 304,000
Adj. Gross Profit - 300,000 212,000 30,034,063 162,132,165
EXPENSES
SG&A Expense 133,935 5,431,000 31,707,000 38,048,400 46,257,683
Research and Development Costs 1,403,000 2,815,000 3,820,800 4,584,960
Investee's Income 1,136,000 (599,381) (779,683)
Share-based Compensation 8,109,000 9,154,000 10,069,400 11,076,340
EBITDA (133,935) (14,643,000) (44,600,000) (21,305,156) 100,992,865
Depreciation 35,143 455,000 1,060,000 5,376,450 10,357,335
Amortization
EBIT (169,078) (15,098,000) (45,660,000) (26,681,606) 90,635,529
Financing Costs (252,000) (2,770,000)
EBT (169,078) (14,846,000) (42,890,000) (26,681,606) 90,635,529
Non-Recurring Expenses 169,000 2,662,000
Taxes (7,924) (1,556,000) (349,000) 24,471,593
Net Profit (Loss) (161,154) (13,459,000) (45,203,000) (26,681,606) 66,163,936
FOREX (513,000)
Net Profit (Loss) to Shareholders (161,154) (13,459,000) (44,690,000) (26,681,606) 66,163,936
weighted Average Shares outstanding 55,471,032 112,526,107 219,968,129 271,435,887 271,435,887
Earnings per Share $ -0.00 $ 0.12 $ 021 $ -0.10 $ 0.24
© 2019 Fundamental Research Corp. “15+ Years of Bringing Undiscovered Investment Opportunities to the Forefront” www.researchfic.com
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BALANCE SHEET

(in C$) - YEDec 31st 2016 2017 2018 2019E 2020E
ASSETS

CURRENT

Cash and Cash Equiv. 2,808,738 63,735,857 213,549,000 110,634,655 144,721,860
A/R 1,199,000 3,122,625 17,346,631
Restricted Cash 3,175,764 15,999,854 50,000,000

Taxes Receivable 41,836 566,648 13,332,000 13,332,000 13,332,000
Prepaid Expenses 49,643 266,931 3,521,000 208,175 1,156,442
Inventory 3,925,000 3,122,625 17,346,631
Related Parties 446,956 800,000 800,000 800,000
Biological Assets 33,301 395,000

Note Receivable 266,990

Other 183,651 864,000 864,000 864,000
Total Current Assets 6,109,282 81,466,887 287,585,000 132,084,080 195,567,564
Property Deposit 250,000

PPE 1,122,582 6,964,747 107,529,000 207,146,708 243,145,942
Intangible Asset 5,870,099 5,575,099 13,535,000 13,535,000 13,535,000
Goodwill 2,006,846 2,006,846 10,702,000 35,831,000 35,831,000
Investment in Associate 10,944,000 11,543,381 12,323,064
Loan Receivable 1,001,000 1,001,000 1,001,000
Other 963,582 14,661,000 14,661,000 14,661,000
Total Assets 15,358,809 96,977,161 445,957,000 415,802,169 516,064,570
LIABILITIES

CURRENT

A/P 123,541 3,729,088 28,258,000 4,640,375 27,662,500
Deferred Subscription Receipts 3,175,764 15,999,854

Income Tax Payable 781,000 781,000 781,000
ST Loans 688,000 688,000 688,000
Current Portion of Capital Lease 151,000 151,000 151,000
Related Party 250,000

Total Current Liabilities 3,549,305 19,728,942 29,878,000 6,260,375 29,282,500
Capital Lease 261,000 261,000 261,000
Contingent Conisderation 688,000 688,000 688,000
Deferred Tax Liability 1,555,576 1,435,000 1,435,000 1,435,000
Total Liabilities 5,104,881 19,728,942 32,262,000 8,644,375 31,666,500
SHAREHOLDERS EQUITY

Share Capital 10,415,082 72,572,103 392,068,000 402,143,000 402,143,000
Reserves 18,296,399 79,937,000 90,006,400 101,082,740
AOCI 513,000 513,000 513,000
Deficit (161,154) (13,620,283) (58,823,000) (85,504,606) (19,340,670)
Total shareholders’ equity (deficiency) 10,253,928 77,248,219 413,695,000 407,157,794 484,398,070
Total Liabilities and Shareholders Equity 15,358,809 96,977,161 445,957,000 415,802,169 516,064,570
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(in C$) - YEDec 31st 2016 2017 2018 2019E 2020E
OPERATING ACTIVITIES
Net Profit for the Year (161,154) (13,459,000) (44,690,000) (26,681,606) 66,163,936
Adjusted for items not involving cash:
Share-based Compensation 11,200 8,109,000 9,154,000 10,069,400 11,076,340
Decrease in Reserve for Treasury Units
Write-down of biological Assets 122,000
Write-down of Inventory 364,000
Impairment of Fixed Assets 80,000 84,000
Unrealized gain on changes in FV of Biological Assets (33,301) (300,000) (304,000)
Depreciation 5,239 160,000 527,000 5,376,450 10,357,335
Amortization 29,904 295,000 533,000 - -
Tax Payable 65,000
Income Tax Recovery (7,924) (1,556,000) (413,000)
Investee 1,136,000 (599,381) (779,683)
Change in non-cash WC Items 59,357
Funds From Operations (96,679) (6,185,000) (33,908,000) (11,835,138) 86,817,929
Change in working capital
A/R (779,000) (1,923,625) (14,224,006)
Prepaid Expenses (217,000) (3,238,000) 3,312,825 (948,267)
Biological Assets (153,000) (265,000) 395,000 -
A/P 3,544,000 23,064,000 (23,617,625) 23,022,125
HST receivable (525,000) (12,304,000) - -
Inventory (1,151,000) 802,375 (14,224,006)
Other Current Assets (451,000) (2,687,000)
Other (165,000) (13,697,000) - -
NET CASH USED IN OPERATING ACTIVITIES (96,679) (4,152,000) (44,965,000) (32,866,188) 80,443,775
INVESTING ACTIVITIES
PPE (274,318) (6,747,000) (98,933,000) (104,994,158) (46,356,570)
Associate (3,937,445) (10,608,000)
Acquisitions (8,411,000) (15,054,000)

Intangibles (226,000)

Other Non-Current Assets
NET CASH USED IN INVESTING ACTIVITIES (4,211,763) (6,747,000) (118,178,000)  (120,048,158) (46,356,570)
FINANCING ACTIVITIES
Deferred Share Subscription Receipts (3,176,000) (16,000,000)

Increase in Restricted Cash 3,176,000 (34,000,000) 50,000,000
Proceeds from PP 7,082,281 72,344,000 273,307,000
Proceeds from Options 2,435,000
Proceeds from Warrants 63,399,000
Proceeds from Special Warrants 23,349,000

Interest Received 117,000 2,007,000

ST Debt (1,001,000)
LT Debt 104,000
Advances to/from Related Parties 250,000 (446,000) (7,356,000)
Repayment on Related Party Loans (215,101) (250,000) 7,270,000
NET CASH FROM FINANCING ACTIVITIES 7,117,180 71,765,000 313,514,000 50,000,000 -
Foreign Exchange / Others 61,000 (558,000)
INCREASE IN CASH FOR THE YEAR 2,808,738 60,927,000 149,813,000 (102,914,345) 34,087,205
CASH, BEGINNING OF THE YEAR - 2,809,000 63,736,000 213,549,000 110,634,655
CASH, END OF THE YEAR 2,808,738 63,736,000 213,549,000 110,634,655 144,721,860
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Fundamental Research Corp. Equity Rating Scale:

Buy — Annual expected rate of return exceeds 12% or the expected return is commensurate with risk

Hold — Annual expected rate of return is between 5% and 12%

Sell — Annual expected rate of return is below 5% or the expected return is not commensurate with risk

Suspended or Rating N/A— Coverage and ratings suspended until more information can be obtained from the company regarding recent events.

Fundamental Research Corp. Risk Rating Scale:

1 (Low Risk) - The company operates in an industry where it has a strong position (for example a monopoly, high market share etc.) or operates in a regulated industry.
The future outlook is stable or positive for the industry. The company generates positive free cash flow and has a history of profitability. The capital structure is
conservative with little or no debt.

2 (Below Average Risk) - The company operates in an industry where the fundamentals and outlook are positive. The industry and company are relatively less sensitive
to systematic risk than companies with a Risk Rating of 3. The company has a history of profitability and has demonstrated its ability to generate positive free cash
flows (though current free cash flow may be negative due to capital investment). The company’s capital structure is conservative with little to modest use of debt.

3 (Average Risk) - The company operates in an industry that has average sensitivity to systematic risk. The industry may be cyclical. Profits and cash flow are sensitive
to economic factors although the company has demonstrated its ability to generate positive earnings and cash flow. Debt use is in line with industry averages, and
coverage ratios are sufficient.

4 (Speculative) - The company has little or no history of generating earnings or cash flow. Debt use is higher. These companies may be in start-up mode or in a
turnaround situation. These companies should be considered speculative.

5 (Highly Speculative) - The company has no history of generating earnings or cash flow. They may operate in a new industry with new, and unproven products.
Products may be at the development stage, testing, or seeking regulatory approval. These companies may run into liquidity issues, and may rely on external funding.
These stocks are considered highly speculative.

Disclaimers and Disclosure

The opinions expressed in this report are the true opinions of the analyst about this company and industry. Any “forward looking statements” are our best estimates and
opinions based upon information that is publicly available and that we believe to be correct, but we have not independently verified with respect to truth or correctness.
There is no guarantee that our forecasts will materialize. Actual results will likely vary. The Analyst does not own shares of the subject company. FRC and companies
with related management do own shares of the subject company. Fees were paid by TGOD to FRC. The purpose of the fee is to subsidize the high costs of research and
monitoring. FRC takes steps to ensure independence including setting fees in advance and utilizing analysts who must abide by CFA Institute Code of Ethics and
Standards of Professional Conduct. Additionally, analysts may not trade in any security under coverage. Our full editorial control of all research, timing of release of
the reports, and release of liability for negative reports are protected contractually. To further ensure independence, TGOD has agreed to a minimum coverage term
including an initial report and three updates. Coverage cannot be unilaterally terminated. Distribution procedure: our reports are distributed first to our web-based
subscribers on the date shown on this report then made available to delayed access users through various other channels for a limited time.

The distribution of FRC’s ratings are as follows: BUY (70%), HOLD (7%), SELL / SUSPEND (23%).
To subscribe for real-time access to research, visit http://www.researchfrc.com/subscribe.php for subscription options.

This report contains "forward looking" statements. Forward-looking statements regarding the Company and/or stock’s performance inherently involve risks and
uncertainties that could cause actual results to differ from such forward-looking statements. Factors that would cause or contribute to such differences include, but are
not limited to, continued acceptance of the Company's products/services in the marketplace; acceptance in the marketplace of the Company's new product lines/services;
competitive factors; new product/service introductions by others; technological changes; dependence on suppliers; systematic market risks and other risks discussed in
the Company's periodic report filings, including interim reports, annual reports, and annual information forms filed with the various securities regulators. By making
these forward looking statements, Fundamental Research Corp. and the analyst/author of this report undertakes no obligation to update these statements for revisions or
changes after the date of this report. A report initiating coverage will most often be updated quarterly while a report issuing a rating may have no further or less frequent
updates because the subject company is likely to be in earlier stages where nothing material may occur quarter to quarter.

Fundamental Research Corp DOES NOT MAKE ANY WARRANTIES, EXPRESSED OR IMPLIED, AS TO RESULTS TO BE OBTAINED FROM USING THIS
INFORMATION AND MAKES NO EXPRESS OR IMPLIED WARRANTIES OR FITNESS FOR A PARTICULAR USE. ANYONE USING THIS REPORT
ASSUMES FULL RESPONSIBILITY FOR WHATEVER RESULTS THEY OBTAIN FROM WHATEVER USE THE INFORMATION WAS PUT TO. ALWAYS
TALK TO YOUR FINANCIAL ADVISOR BEFORE YOU INVEST. WHETHER A STOCK SHOULD BE INCLUDED IN A PORTFOLIO DEPENDS ON ONE’S
RISK TOLERANCE, OBJECTIVES, SITUATION, RETURN ON OTHER ASSETS, ETC. ONLY YOUR INVESTMENT ADVISOR WHO KNOWS YOUR
UNIQUE CIRCUMSTANCES CAN MAKE A PROPER RECOMMENDATION AS TO THE MERIT OF ANY PARTICULAR SECURITY FOR INCLUSION IN
YOUR PORTFOLIO. This REPORT is solely for informative purposes and is not a solicitation or an offer to buy or sell any security. It is not intended as being a
complete description of the company, industry, securities or developments referred to in the material. Any forecasts contained in this report were independently prepared
unless otherwise stated, and HAVE NOT BEEN endorsed by the Management of the company which is the subject of this report. Additional information is available
upon request. THIS REPORT IS COPYRIGHT. YOU MAY NOT REDISTRIBUTE THIS REPORT WITHOUT OUR PERMISSION. Please give proper credit,
including citing Fundamental Research Corp and/or the analyst, when quoting information from this report.

The information contained in this report is intended to be viewed only in jurisdictions where it may be legally viewed and is not intended for use by any person or entity
in any jurisdiction where such use would be contrary to local regulations or which would require any registration requirement within such jurisdiction
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