BUILDING
BENJAMINS

Trulieve Cannabis’s Growth Has Not Gone Up in Smoke

Price $10.17 Growth Holding September 21, 2022

e Legalization of Recreational use in Florida is slated for a ballot initiative
in November 2024.

e Expanding its footprint significantly with 30 new stores planned in
FY22.

e Most profitable cannabis company.

e Expects to be free-cash positive in FY23.

e Profitability Poised to surge if SAFE Banking Act is ever enacted.

Investment Thesis

Trulieve Cannabis (TCNNF) is a cannabis producer and retailer with 174
dispensaries around the United States and over 4 million sqgft of cultivating
space. Despite falling from its all-time share price high of $50.42, Trulieve
has only strengthened its position in operations and the path forward has
only become clearer.

With a planned 30 store openings and 6 store replacements for FY22,
Trulieve’s growth has slowed

Trulieve will benefit if Federal Legalization bills are passed. It had an
effective tax rate of 285% for 1H22. This should be normalized if the Safe
Banking Act is passed. In addition, there are numerous regulatory burdens.
Legalization will lower taxes and costs. Profits are set to surge if cannabis is
federally legalized.
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Growth and Strategy

Trulieve operates a “seed-to-sale” vertically integrated cannabis enterprise.
Trulieve also operates a wholesale business, selling its various cannabis
brands from all product brackets (discount to premium) to other distributors.

Trulieve is expanding fast but has identified “cornerstone” markets to base
hubs out of. These include Florida, Pennsylvania, and Arizona. These are the
markets that have internal cultivation, processing, and manufacturing
operations, which significantly reduces regulatory burden. Additionally, these
states already have significant retail Trulieve presence and Trulieve could
take a dominant market position in these states once adult-recreational use
is legalized. Florida is the largest of these operations, with double the stores
of their closest competitors, with a market share approaching 50%.

Trulieve favors pursuing licensing organically, most recently receiving a
license in Georgia for medical cannabis. However, Trulieve has in the past
and will continue to execute M&A wherever it provides a better point of entry
into a market. Some of these M&A activities include affiliates or non-branded
(but Trulieve-operated) retail locations. This is changing and Trulieve will
now be converting all retail locations to the main brand to enhance the
distribution of its branded products.

While the majority of retail locations are in Florida, 31% reside outside of
the state, in 8 different states. In FY22, Trulieve expects to further expand
its footprint with 25-30 new stores, and the relocation of several former
flagships in Florida to newer more favorable locations.
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https://knowthefactsmmj.com/wp-content/uploads/ommu_updates/2022/091622-OMMU-Update.pdf
https://seekingalpha.com/news/3885060-trulieve-cannabis-granted-production-license-in-georgia-for-medical-marijuana?source=content_type%3Aall%7Cfirst_level_url%3Aportfolio%7Csection%3Aportfolio_content_unit%7Csection_asset%3Alatest%7Cline%3A3

Financials and Regulatory Concerns

Trulieve sets itself apart from the competition by being profitable for 18
consecutive quarters as of 2Q22. On a state-by-state breakdown, only Ohio
and Georgia are states which are pre-revenue. Georgia granted Trulieve a
medical Cannabis license on September 215t, and Ohio granted them on May
16", Revenue saw a 50% year-over-year jump, despite economic
headwinds. This is primarily due to the October 2021 Acquisition of Harvest
Health & Recreation. In addition, increased foot traffic in stores helped by
6% partially offset by the decrease in basket size of 3%. Company raised
estimated 2022 revenue guidance 5% after last quarters release.

On paper, Trulieve still reports losses in certain metrics like GAAP earnings-
per-share. However, it is critical to note that under tax codes Trulieve is
prohibited from deducting certain business expenses from taxes. This means
that in 1H22, Trulieve paid an effective tax rate of 285%. Despite this, the
EBITDA Margin remains high at 34.7% in 2Q22, but is lower than it was in
FY21 at 41.0%. However, Trulieve does have to fully realize non-recurring
expenses and impairments that traditional businesses can write-off, and
given the aggressive growth strategy it is not something to be worried
about.

A concern is usually the lack of available traditional financing for cannabis
firms. Handling money tied to the industry is still federally illegal, making it
very difficult for federally chartered banks to operate with Cannabis firms. A
bipartisan effort has put forward the SAFE Banking Act, which will eliminate
federal penalties on banks handling money tied to the cannabis industry.
Currently Trulieve has $181 million in cash on hand, expecting $45 million in
capital expenditures through 2H22. In FY23, Trulieve expects to be cash flow
positive which would only be accelerated by federal legalization passage.

Trulieve has been very active in the lobbying for the legalization for adult-
recreational use in several states, namely Florida. Through these actions and
contributions, Trulieve will see a legalization ballot initiative in November
2024. Legalization favorability is at an all-time high, with 68% of Americans
supporting the initiative.

é BUILDING BuildingBenjamins.com
\~

BEN AMINS 973.699.3890


https://news.bloombergtax.com/tax-insights-and-commentary/cannabis-under-federal-law-whats-the-fuss-about-section-280e
https://news.bloombergtax.com/tax-insights-and-commentary/cannabis-under-federal-law-whats-the-fuss-about-section-280e
https://investors.trulieve.com/static-files/970502bb-9e29-40cf-bd4a-b16909548a79
https://investors.trulieve.com/static-files/ae0e5629-0c11-4f03-92a1-729a570a4521
https://investors.trulieve.com/static-files/ae0e5629-0c11-4f03-92a1-729a570a4521
https://financialregnews.com/congress-must-pass-safe-banking-act-say-marijuana-business-leaders-during-ncia-event/
https://news.gallup.com/poll/356939/support-legal-marijuana-holds-record-high.aspx
https://news.gallup.com/poll/356939/support-legal-marijuana-holds-record-high.aspx

U.S. Support for Legalizing Marijuana, 1969-2021

Do you think the use of marijuana should be legal, or not?

— Y% Yes, legal
80
g B8
58
60
50
34 40
28
23 25
f 20
12
4]
1969 1973 1977 1981 1985 19839 1983 1997 2001 2005 2008 2013 2017 2021
GALLUP
Risk

Trulieve’s stock has collapsed from its all-time high thanks to legislatures
fumbling on the path to legalizing cannabis as the SAFE Banking Act has
stalled. If cannabis legalization does not see a positive outcome from the
Florida referendum or federal legalization continues to be delayed, it would
significantly reduce the intrinsic value of Trulieve.

Trulieve needs to tackle financing hurdles, needing to fund most expansion
with cash on hand. This significantly reduces the capacity for expansion,
even with legalization on a state-level. Federally chartered banks are
prohibited from handling money that has “touched” cannabis operations, and
this would not be changed by state-level legalization.
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Peer Comparisons

Estimated Next 12 Months  EV-to-EBITDA Pr;:;?' Price-to-Earnings

Trulieve Cannabis (TCNNF)

Ascend Wellness (AAWHu)

Verano Holdings (VRNOF)

Cresco Labs (CL)

Green Thumb Industries
(GTII)

Columbia Care (CCHWF)

Curaleaf Holdings (CURLF)

Trulieve Cannabis (TCNNF)
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Disclaimer and Related Information

This article is a financial publication and is provided for educational purposes
only. It is not an investment recommendation nor investment advice.
It does not take into account your personal circumstance and whether this
investment is appropriate for you, your objectives, or your risk tolerance.
Under no circumstance is Building Benjamins LLC responsible for any actions
that you may take after reading this educational information. Nothing from
Building Benjamins should be considered personal investment advice.
Building Benjamins, the website, emails, interviews, social media pages and
other materials are published by Building Benjamins LLC. Investing, and in
particular, stock investing, is risky and may result in losses and sometimes
loss of your entire investment. Stock investing has company-specific
operational risks like demand, competition, legal and regulatory, as well as
broader financial market risks like liquidity, economic cycle, and government
policy. You may lose money in any stock investment that you make, and you
are solely responsible for those decisions.

Mr. Halliburton and/or his family office will have positions in the securities
discussed in this educational report. Mr. Halliburton is sharing his investment
knowledge and strategy with you as an educational endeavor. He may
transact in the security discussed at a later date prior to or without
notification in this format. This is not investment advice but only a discussion
of select investments that Mr. Halliburton has made or actions that he has
taken in his own portfolios. This is an investment blog about Mr.
Halliburton’s portfolio.

Building Benjamins is an investment newsletter, and the information
contained cannot be reproduced, copied, or redistributed without the written
authorization of Building Benjamins LLC. US copyright laws apply. We rely on
information from sources we believe to be reliable, including the companies
themselves but cannot guarantee the accuracy of the information that we
provide. You rely on this information at your own risk and are responsible for
the verification of the data.

é BUILDING BuildingBenjamins.com
A\~

BEN AMINS 973.699.3890



	Investment Thesis
	Growth and Strategy
	Financials and Regulatory Concerns
	Risk
	Peer Comparisons
	Disclaimer and Related Information

