
  

VIRIDIAN CAPITAL ADVISORS                    •                    805 THIRD AVENUE, N.Y., N.Y. 10022                     •                    WWW.VIRIDIANCA.COM 

Equity Research 
 

U.S. Cannabis Industry 
 
January  

    
Harborside Inc. (US OTCQX: HBORF: $0.55): Q3 Results 

Reflect Execution on Turn-Over; Acquisitions Allow Scaling in 

CA 
Harborside reported Q3/21 earnings results of $17.9M in revenues and $1.5M 

adjusted EBITDA. Revenues came in above our estimate of $17.3M while adjusted 

EBITDA was below our $2.9M forecast as California pricing pressure hindered 

results particularly in the wholesale channel. With that said, Q3 results reflected 

continued execution of Harborside’s turn-around under new management with the 

company now having reported seven consecutive quarters of positive adjusted 

EBITDA results despite challenging conditions after having historically been 

challenged to do so.  

 

In addition to earnings, management announced two transformative acquisitions 

(Urbn Leaf and Loudpack) which upon completion and in connection with other 

recently completed transactions (Sublime brand and cultivation and production 

assets in Selina, CA in particular) position Harborside to grow revenue capabilities 

by ~3x and be a top operator in California by just about any measure. With 

transactions set to close in March, Harborside will change its name to StateHouse 

Holdings and Urbn Leaf’s CEO Ed Schmult’s will become the company’s CEO with 

current Harborside Interim CEO Matthew Hawkins retaining his Chairman position. 

We are confident that the new company is far from done in expanding through near 

term M&A. Despite challenging market conditions, we remain confident that 

California is a worthwhile and attractive market for operators based on sheer size 

and the view that headwinds will eventually subside. We are positive on 

Harborside’s goal to consolidate the market and ultimately, we believe the initiative 

can translate to outperforming growth and margin expansion.  

 

Additionally, scaled operations make Harborside a more likely takeout candidate in 

its own right as the acquisitions permit Harborside to be a greater plug-and-play 

contributor to any MSO looking to enter or expand in California with a meaingful 

splash. For now, our 2022 forecast is unchanged as we await further color on 

timing on acquisitions while our Q4 estimate is reduced to reflect lingering pricing 

pressure. Our price target remains $1.15 and our rating at Buy.  

Announced Acquisitions and Financings Position Harborside to be a Leader in CA 

We launched coverage on Harborside in October on the premise that the company 

would be a consolidator of the fragmented California cannabis market. With its 

announced acquisitions, Harborside is doing just that. Urbn Leaf owns seven 

dispensaries with four in Southern California, an area that Harborside had yet to 

enter. Following the completion of the transaction and Harborside’s planned 

opening of a San Francisco dispensary in the coming months the company will have 

fifteen dispensaries in California. Loudpack is a leading branded products 

manufacturer in California and the acquisition furthers Harborside’s portfolio of 

branded products. As we have previously mentioned, in a state with competitive 

pricing like California branded products are a key differentiator enabling enhanced 

demand and pricing in both retail and wholesale channels. Furthermore, we expect 

Harborside to begin licensing brands acquired in the Loudpack transaction and its 

Sublime brands to operators in other markets as an additional source of revenues.  

 

To fund the acquisitions, Harborside will issue 151.4M subordinate voting shares of 

stock ($83M value based on today’s close) and 2M in warrants at a strike price of 

$2.50. According to management, the combined company on a proforma basis 

would have generated $165M through the first nine months of this year with $58M 

coming from Harborside, $61M from Loudpack and $49M from Urbn Leaf. This 

compares with $60M in reported revenues for Harborside in 2020. 
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• Q3 results impacted by CA 

pricing but reflect execution.  

• Urbn Leaf acquisition expands 

retail presence particularly in 

Southern CA. Loudpack 
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takeout by MSO. 

• Company to rename 

StateHouse Holdings with Urbn 

Leaf CEO becoming CEO of 

consolidated entity. 

• Also announced $55M debt 

facility and $10M private 

placement. Proceeds to fund 

additional expansion.  

Click the Link to Subscribe to 

the Viridian Cannabis Deal 

Tracker 

 

December 1, 2021 

http://www.viridianca.com/
mailto:jdecourcey@viridianca.com
https://www.viridianca.com/cannabis-deal-tracker
https://www.viridianca.com/cannabis-deal-tracker


 

 

VIRIDIAN CAPITAL ADVISORS                                   •                                                                         •                                    WWW.VIRIDIANCA.COM  
 

2 

 

 

In addition to the acquisitions, Harborside announced a $77M non-dilutive real estate debt financing (10.25% interest rate) of 

which we expect ~$38M will be used to refinance existing debt. The remainder will be used to fund further acquisitions and 

capital investment needs. The company also announced a $10M private placement investment to provide additional capital. As 

previously mentioned, we are confident that additional M&A is forthcoming with Harborside looking to acquirer other retailers or 

producers in the state.  

 

California Consolidation Likely; Harborside a Takeout Candidate 

 

As reflected in the Viridian Capital Cannabis Deal Tracker, there has been a meaningful uptick in M&A activity this year and 

particularly with larger transactions. Acquisition targets increasingly are becoming either established public operators or leading 

private companies. This is a change from prior year acquisitions as historically cannabis acquisitions have taken the form of 

licenses and under-developed assets.  

 

We are confident that the trend of larger scale M&A will continue and even accelerate in the near term with the motivation for 

acquirers being a need to make acquisitions that can immediately contribute to reported results in-order to differentiate from 

peers and excite investors (at a time when valuations are very much deflated). 

 

Accordingly, we believe that several large and mature markets which have largely been devoid of MSO participation historically 

are ripe for consolidation. We have highlighted on-going consolidation in Colorado and Michigan as a result of recent M&A and 

note that a similar dynamic played out in Florida in late 2020 and earlier this year. We are confident that California is a next 

market to consolidate. 

 

California is the world’s largest cannabis market with sales projected to be nearly $4.5B this year. Despite its size, due to a 

combination of factors including limited regulatory transparency, high taxes and the large established black market, MSOs and 

other large operators have mostly avoided California to date.  

 

Of the twelve largest MSOs, only Cresco, Columbia Care, Planet 13, Terrascend and Trulieve (including Harvest assets) have 

California operations of any scale today and at that not one has an established leadership position or even a position 

commensurate to Harborside’s in scale.  

 

Many of the challenges of the past are finally waning and at some point, the sheer scale of sales in California will motivate entry.  

 

Furthermore, the belief that eventually interstate sales could come and the understanding that California is where the best 

cannabis is produced should make cultivation and production assets in the state attractive to potential acquirers. As such, the 

acquisition of an established California operator can meaningfully impact near term results and thus excite investors with both 

near and long-term potential. 

 

As MSOs enter the market, they will do so by acquiring existing operators in the state which can provide immediate “plug and 

play” contributions. We believe Harborside of any operator in California, makes for an attractive takeout partner particularly 

upon completion of the Urbn Leaf and Loudpack acquisitions. The company has sizable existing revenues and profitable results 

which will scale in the near term, a portfolio of leading brands to leverage and be sold in additional markets, vertical integration, 

a name that investors will recognize and a valuation well below that of each of the most likely acquirers.  

 

We believe an acquisition price would likely offer significant upside for the stock from current levels. 
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Largest MSOs Exposure to CA 

 

Source: Company Reports 

 

Significant upside in Price Target 

 

Harborside’s stock was down meaningfully following the acquisition news and earnings report. Our $1.15 price target reflects 

>100% upside from current levels and represents an EV/EBITDA multiple of 5.0x our 2022 estimate before considering dilution 

from the outstanding transactions. This valuation level represents a significant discount to the valuations of the broader peer 

group.  

 

We plan to factor in dilution from outstanding transactions and the financings as we gain better clarity on timing of the 

transactions and scale of contributions. With that said, in adding all the additional shares and no contributions from the 

acquired assets, our price target would reflect an EV/EBITDA multiple of 11.2x our 2022 estimate. While this valuation is above 

that of the broader peer group (8.3x) it remains significantly below the multiples of many of the largest MSOs or the companies 

that would be most likely to acquire Harborside.  

 

 

  

Curaleaf Small Manufacturing and Production 

Green Thumb 1 Dispensary

Trulieve 5 Dispensaries (following Harvest Acquisition)

Verano 1 Dispensary

Cresco Cultivation and Production

Ascend Nothing

Terrascend 5 Dispensaries 

AYR Nothing

Columbia Care 6 Dispensaries

Jushi 2 Dispensaries

Planet 13 1 Dispensary

4Front Manufacturing and Production
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FY Income Statement ($M) 

 
Source: Company Reports, Viridian Capital Estimates 

  

2020 Q1 '21 Q2 '21 Q3 '21 Q4 '21E 2021 Q1 '22E Q2 '22E Q3 '22E Q4 '22E 2022

Dec-20 Mar-21 Jun-21 Sep-21 Dec-21 Dec-21 Mar-22 Jun-22 Sep-22 Dec-22 Dec-22

Revenues 60.0 12.4 15.4 17.4 21.6 66.8 23.2 26.1 29.5 30.4 109.2

COGS 31.9 6.6 8.4 9.0 11.9 35.8 11.8 11.8 13.0 13.4 49.9

Gross Profit 29.6 4.6 8.7 6.8 9.7 29.8 11.4 14.4 16.5 17.0 59.2

G&A 18.2 4.3 5.4 6.5 6.3 22.5 6.2 6.1 6.2 6.2 24.7

D&A 1.0 0.2 0.2 0.7 0.3 1.4 0.3 0.3 0.3 0.3 1.0

Opex 33.3 7.8 9.0 11.1 10.1 38.0 10.2 10.1 10.2 10.3 40.6

Operating Income (3.7) (3.2) (0.3) (4.3) (0.4) (8.2) 1.2 4.3 6.3 6.8 18.6

Interest (4.7) (0.9) (0.9) (0.7) (0.9) (3.4) (0.9) (1.0) (1.0) (1.0) (3.9)

Other Income (2.1) 1.4 3.6 8.8 (0.9) 12.9 (0.9) (1.0) (1.0) (1.0) (3.9)

Pre-tax Income (5.8) (1.8) 3.3 4.5 0.5 6.5 2.1 5.3 7.3 7.8 22.5

Taxes 6.1 1.1 1.7 1.8 1.8 6.4 2.0 2.0 2.0 2.0 8.0

Net Income (11.95) (2.9) 1.8 2.7 (1.3) 0.3 0.1 3.3 5.3 5.8 14.5

EPS (0.3) (0.1) 0.0 0.0 (0.0) (0.0) 0.0 0.0 0.1 0.1 0.2

Shares 42.5 51.0 61.5 81.4 81.8 68.9 82.2 82.6 83.0 83.5 82.8

Adjusted EBITDA 7.4 0.96 1.1 1.5 1.9 5.5 3.5 6.8 8.8 9.2 28.2

% Revenues

Gross Margin 49% 37% 57% 39% 45% 45% 49% 55% 56% 56% 54%

Opex 56% 63% 59% 64% 47% 57% 44% 38% 34% 34% 37%

Operating Income -107% -621% -37% -986% -35% -281% 99% 314% 409% 423% 325%

Net Income -20% -23% 11% 16% -6% 0% 0% 13% 18% 19% 13%

Adjusted EBITDA 12% 8% 7% 9% 9% 8% 15% 26% 30% 30% 26%

Growth Rates

Revenues

Y/Y -9% 0% -5% 146% 11% 136% 63% 253% 41% 96%

Q/Q 12% 63% -48% 158% 7% 13% 13% 3%

2020 2021 2022
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Required Research Disclosures  
 

Distribution of Ratings/IB Services 

   IB Services in Past 12 months 

Rating Count Percent Count Percent 

Buy (Buy) 11 92% 0 0% 

Hold (Hold) 1 8% 0 0% 

Sell (Sell) 0 0% 0 0% 

Not Rated (NR) 0 0% 0 0% 

 

 

Analyst Certification 

The research analyst responsible for the content of this research report, in whole or in part, certifies that with respect to 

each security or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her 

personal views about those securities or issuers and were prepared in an independent manner, including with respect to 

Bradley Woods & Co. Ltd.; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the 

specific recommendations or views expressed by the research analyst in this report. 

 

Meaning of Ratings 

Bradley Woods & Co. Ltd.’s rating system of Buy, Hold, Sell, Not Rated reflects the analyst’s best judgment of risk-

adjusted assessment of a security’s 24-month performance.  

Buy: A Buy recommendation is assigned to stocks with low risk and approximately 10% expected return or stocks with high 

risk and approximately 25% expected return. The analyst recommends investors add to their position. 

Hold: A Hold recommendation is assigned to stocks with low risk and less than 10% upside or less than 15% downside or 

to stock with high risk and less than 25% upside or less than 15% downside. 

Sell: A Sell recommendation is assigned to stocks with an expected negative return of approximately 15%. The analyst 

recommends investors reduce their position. 

Not Rated: A Not Rated recommendation makes no specific Buy, Hold or Sell recommendation. 

 

Compensation or Securities Ownership   

The analyst(s) responsible for covering the securities in this report receives compensation based upon, among other factors, 

the overall profitability of Bradley Woods & Co. Ltd. including profits derived from investment banking revenue and 

securities trading and market making revenue. Unless noted in the Company Specific Disclosures section above, the 

analyst(s) that prepared the research report did not receive any compensation from the Company or any other companies 

mentioned in this report in the previous 12 months, or in connection with the preparation of this report. Unless noted in the 

Company Specific Disclosures section above, neither the analyst(s) responsible for covering the securities in this report, nor 

members of the analyst(s’) household, has a financial interest in the Company, but in the future may from time to time 

engage in transactions with respect to the Company or other companies mentioned in the report. 

 

For compendium reports (a research report covering six or more subject companies) please see the latest published research 

to view company specific disclosures. 

 

Other Important Disclosures 

This report is provided for informational purposes only. It is not to be construed as an offer to buy or sell a solicitation of an 

offer to buy or sell any financial instruments or to particular trading strategy in any jurisdiction. The information and 

opinions in this report were prepared by registered employees of Bradley Woods & Co. Ltd. The information herein is 

believed by Bradley Woods & Co. Ltd. to be reliable and has been obtained from public sources believed to be reliable, but 

Bradley Woods & Co. Ltd. makes no representation as to the accuracy or completeness of such information.  
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Bradley Woods & Co. Ltd. is regulated by the United States Securities and Exchange Commission, FINRA, and various other 

self-regulatory organizations. This report has been prepared in accordance with the laws and regulations governing United 

States broker-dealers. 

 

Opinions, estimates, and projections in this report constitute the current judgment of the author as of the date of this report. 

They do not necessarily reflect the opinions of Bradley Woods & Co. Ltd. and are subject to change without notice. In 

addition, opinions, estimates and projections in this report may differ from or be contrary to those expressed by other 

business areas or group of Bradley Woods & Co. Ltd. and its affiliates. Bradley Woods & Co. Ltd. has no obligation to update, 

modify or amend this report or to otherwise notify a reader thereof in the event that any matter stated herein, or any opinion, 

projection, forecast or estimate set forth herein, changes or subsequently becomes inaccurate. 

 

Bradley Woods & Co. Ltd. does not provide individually tailored investment advice in research reports. This report has been 

prepared without regard to the particular investments and circumstances of the recipient. The securities discussed in this 

report may not suitable for all investors and investors must make their own investment decisions using their own 

independent advisors as they believe necessary and based upon their specific financial situations and investment objectives. 

Estimates of future performance are based on assumptions that may not be realized. Furthermore, past performance is not 

necessarily indicative of future performance. Investment involves risk. You are advised to exercise caution in relation to the 

research report. If you are in any doubt about any of the contents of this document, you should obtain independent 

professional advice. 

 

Bradley Woods & Co. Ltd. salespeople, traders and other professionals may provide oral or written market commentary or 

trading strategies to our clients that reflect opinions that are contrary to the opinions expressed in this research. Bradley 

Woods & Co. Ltd. may seek to offer investment banking services to all companies under research coverage. Bradley Woods 

& Co. Ltd. and/or its affiliates expect to receive or intend to seek investment-banking related compensation from the 

company or companies mentioned in this report within the next three months.  

 

This research report (the "Report") is investment research, which has been prepared on an independent basis by Bradley 

Woods & Co. Ltd., a member of FINRA and SIPC, with offices at 805 Third Avenue, 18th Floor, New York, NY USA, 10022. 

Electronic research is simultaneously available to all clients. This research report is provided to Bradley Woods & Co. Ltd. 

clients and may not be redistributed, retransmitted, disclosed, copied, photocopied, or duplicated, in whole or in part, or in 

any form or manner, without the express written consent of Bradley Woods & Co. Ltd. Receipt and review of this research 

report constituted your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion 

or information contained in this report (including any investment recommendations, estimates, or target prices) without 

first obtaining express permission from Bradley Woods & Co. Ltd. In the event that this research report is sent to you by a 

party other than Bradley Woods & Co. Ltd., please note that the contents may have been altered from the original, or 

comments may have been added, which may not be the opinions of Bradley Woods & Co. Ltd. In such case, neither Bradley 

Woods & Co. Ltd., nor its affiliates or associated persons, are responsible for the altered research report. 

 

This report and any recommendation contained herein speak only as of the date of this report and are subject to change 

without notice. Bradley Woods & Co. Ltd. and its affiliated companies and employees shall have no obligation to update or 

amend any information or opinion contained in this report, and the frequency of subsequent reports, if any, remain in the 

discretion of the author and Bradley Woods & Co. Ltd. 

 

Bradley Woods & Co. Ltd. may effect transactions in the securities of companies discussed in this research report on a 

riskless principal or agency basis. Bradley Woods & Co. Ltd.’s affiliated entities may, at any time, hold a trading position 

(long or short) in the securities of the companies discussed in this report. Bradley Woods & Co. Ltd. and its affiliates may 

engage in such trading in a manner inconsistent with this research report. All intellectual property rights in the research 

report belong to Bradley Woods & Co. Ltd. Any and all matters related to this research report shall be governed by and 

construed in accordance with the laws of the State of New York.  
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This report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of, 

or located in any locality, state, country, or other jurisdiction where such distribution, publication, availability, or use would 

be contrary to law or regulation or which would subject Bradley Woods & Co. Ltd. and its affiliates to any registration or 

licensing requirements within such jurisdictions.  

 

The Bradley Woods Form CRS, Client Relationship Summary, can be accessed here.  
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