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Valens GroWorks signs multi-year cannabis, hemp
extraction pact with HEXO Corp

3.13

Price:

$387.59 m

Market Cap:

1 Year Share Price Graph

Valens GroWorks Corporation (CSE:VGW) announced Thursday that it has
signed a multi-year extraction services agreement to provide cannabis and
hemp extraction services to HEXO Corp.(TSX:HEXO)
(NYSEAMERICAN:HEXO), a leading cannabis producer and consumer goods
cannabis company.
The agreement has an initial two-year term from the date of the first shipment,
with HEXO supplying Valens with an annual minimum of 30,000 kilograms in
the first year and 50,000 kilograms of cannabis and hemp biomass in the
second year.

Share Information

Investors cheered the news and sent the shares in Valens up 4.8% to $4.18 in
Canada.
READ: Valens GroWorks aims to capture a higher-level market in the cannabis
extract space
Valens will process this material on a fee-for-service basis into premium quality
resins and distillates using its leading proprietary extraction processing
methods. The agreement contains provisions under which it may be terminated
with 90 days written notice after the one-year anniversary. Valens expects to
receive and begin processing the first shipment from HEXO early in the third
quarter. It currently holds all required licensing from Health Canada to carry out
its obligations under the agreement.
"HEXO is pleased to work with a quality organization like Valens. On the eve of
edibles and concentrate legalization in Canada, this agreement will allow our
company to bring an expanded offering to market, creating innovative products
to deliver exceptional cannabis experiences to consumers," said James
McMillan, vice-president of strategic business development at HEXO Corp.
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Company Synopsis:
Valens GroWorks Corp. is a multi-licensed,
vertically-integrated cannabis company
focused on being the partner of choice for
leading
Canadian
and
international
cannabis brands by providing best-in-class,
proprietary services including CO2, ethanol,
hydrocarbon, solvent-less and terpene
extraction, analytical testing, formulation
and white label product development.
action@proactiveinvestors.com

Kelowna-based Valens is a multi-licensed provider of cannabis products and its
services are focused on various proprietary extraction methodologies,
distillation, cannabinoid isolation and purification, as well as associated quality
testing. Valens has extraction processing and supply agreements with a
number of leading producers across Canada.
"As the cannabis market continues to evolve with the pending legalization of additional auxiliary products later this year,
we are honored to be recognized by the leaders in the industry like HEXO, for our best in class extraction capabilities to
allow them to capitalize on these markets," said Valens GroWorks CEO Tyler Robson. "We look forward to working
closely with the team at HEXO as they continue to bring high quality, innovative products to market."
1Q financial highlights
It's been a blockbuster few months for Valens, with a host of deals and accomplishments. Valens reported that its
revenue increased to $2,220,200 for the first quarter of 2019 compared with nothing in the same period in fiscal 2018.
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As a result, gross profit increased to $850,525 for the first quarter.
"The first quarter of 2019 was a key inflection point for Valens as we accelerated our ramp up into commercial
production, generating revenues of $2.2 million…This initial momentum was driven by contracts signed late in 2018 to
provide cannabis extraction services to leading licensed producers, including Canopy Growth Corp (NYSE:CGC)
(TSE:WEED) and Harvest One (CVE:HVT) (OTCMKTS:HRVOF)," said Robson.
Robson said the growth in the "size and frequency" of shipments from these contracts increased throughout the quarter
and into the second quarter of fiscal 2019, while at the same time the company also secured a number of new, large
scale contracts with other leading licensed producers including with Organigram, Tilray, and The Green Organic
Dutchman.
Valens is also conducting research and development to support the expansion of Harvest One's product lines, including
beverages, vape pens, health and wellness products as well as nutraceuticals using cannabis oil derivative products.
"We believe our success in securing these large scale contracts with industry leading customers validates our business
model and the quality of the service we are able to provide," said Robson. "They necessitated our recent capacity
expansion to 240,000 kilograms of dried cannabis and hemp annually, which has made us the largest extraction
company in Canada, with service encompassing all the major extraction methodologies, as well as formulation, product
development and analytical testing solutions."
Expansion mode
The company has been increasing its extraction capacity at the Kelowna facility and building out the recently acquired
adjacent property to add additional capacity.
After the quarter ended, the company increased its extraction, post processing and white label product development
footprint from 25,000 square feet to over 50,000 square feet with the acquisition and expansion of 230 Carion Road and
180 Carion Road in Kelowna, British Columbia.
"Our ongoing investments in the business will ensure we have a platform to support this anticipated significant increase
in volumes and revenues throughout the remainder of fiscal 2019 and beyond," said Robson.
The cannabis company has a strong balance sheet with $20,552,286 in cash and short-term investments and a net
working capital position of $26,391,610 as of February 28, 2019.
By the end of the quarter, $43,125,000 in gross proceeds were raised through bought deal financing creating a strong
cash position for the company to execute on its ambitious growth plan.
With the global legal marijuana market expected to reach US$146.4 billion by 2025, Valens is in a good position to
capitalize on international opportunities.
—(Story updated to include 1Q earnings, financial highlights, deals, fresh CEO quotes)—
Contact Uttara Choudhury at uttara@proactiveinvestors.com
Follow her on Twitter: @UttaraProactive
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored to your specific situation.
In exchange for publishing services rendered by the Company on behalf of Valens GroWorks Corporation named herein, including the promotion by the
Company of Valens GroWorks Corporation in any Content on the Site, the Company receives from said issuer annual aggregate cash compensation in the
amount
up
to
Twenty
Five
Thousand
dollars
($25,000).
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