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Highlights
•
•
•

•

•

•
•

Kiaro Holdings Corp. (“Kiaro”, the “company”) sells cannabis products
and accessories through retail, wholesale, and online channels.
The company is led by a team with a track record of growing retail chain
brands. The CEO is a co-founder of Aurora Cannabis (NASDAQ: ACB).
Recently entered into a definitive agreement to acquire Hemisphere
Cannabis, with seven stores, and two under development, in Ontario - the
largest retail market in Canada. The transaction is expected to close this
month.
Upon closing, Kiaro’s store-count will increase to 18 (across B.C., Ontario,
and Saskatchewan), up from seven at the start of the year. Revenue runrate will increase to $42.7M, up from $17.1M last year.
We note that Kiaro generates higher revenue per store vs its competitors,
primarily due to Kiaro’s focus on providing a superior experience to its
customers. This is evident from its stores’ high ratings on Google
(NASDAQ: GOOG), averaging 4.6 out of 5 stars from 666 reviewers.
Same-store sales increased 78% YoY in Q1-2022 (quarter ended April
2021).
Kiaro’s forward EV/Revenue is 0.6x vs the cannabis retail sector average
of 2.2x. Primary catalysts include closing of the Hemisphere
acquisition.

Sid Rajeev, B.Tech, CFA, MBA
Head of Research
Alexis Cabel, B.A.Econ
Equity Analyst

KO Price and Volume

Yet to generate profits.
Store expansion may not be successful.
Cannabis retailers’ margins are shrinking due to rising competition.
Future store acquisitions have to be very selective, with heavy customer
traffic taken into consideration.

Key Financial Data
YE Jan 31
Cash
Working Capital
Total Assets
Revenue
Net Income
EPS

2020
(13 Months)
$1,418,764
$2,815,847
$13,992,304
$5,171,836
-$12,503,250
-$0.25

2021
(12 Months)
$1,304,829
$1,108,870
$9,665,317
$17,071,866
-$9,337,037
-$0.08

12M
-39%
25%

Company Data

Risks
•
•
•
•

YTD
43%
4%

KO
TSXV

52-Week Range
Shares O/S
Market Cap.
Current Yield
P/E (forward)
P/B

2022
(12 Months)
$1,326,099
$1,208,652
$18,059,809
$29,227,074
-$2,648,600
-$0.01

$0.06 - $0.195
199M
$20M
N/A
N/A
3.0x

2023
(12 Months)
$2,333,306
$2,554,662
$18,835,389
$46,069,882
$1,076,163
$0.00

*See last page for important disclosures, rating, and risk definitions. All figures in C$ unless otherwise specified.
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Company Overview
Strong team

Kiaro markets and sells cannabis products and accessories through retail,
wholesale, and online channels. The company is led by a team with a proven track
record of growing retail chain brands such as Lids, Rocky Mountain Chocolate
Factory (NASDAQ: RMCF), Saje, and Salt Spring Coffee.

Went public through
a reverse takeover
in 2020

Growing through
acquisitions

Has a definitive
agreement to
acquire Hemisphere
Cannabis

Currently has nine
stores, including six
in B.C., two in
Saskatchewan, and
one in Ontario
Store-count to
double to 18 upon
closing of the
Hemisphere
acquisition (nine
stores in ON)

e-commerce thrust
proved effective
during the COVID19 pandemic

Source: Company
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Retail (74% of Q1-2022 revenues)
Kiaro is a licensed cannabis retailer currently with six physical stores in B.C., two
in Saskatchewan, and one in Ontario. In 2021, the company announced
acquisitions to expand its network to 18 stores, and added multiple e-commerce
platforms, namely Vaped.com, Vaped.ca, and Vaporizersdirect.com.au. These
online stores extended Kiaro’s reach from Canada, to the U.S. and Australia. Upon
completing the Hemisphere acquisition, the company’s revenue run-rate will
increase to $43M, up from $17M last year.
Attractive acquisition
multiples

In 2021, the company completed and announced acquisitions totaling $10M,
implying an acquisition cost of $0.90M per store, vs the sector average EV/store
of $3.5M. These acquisitions reflect an EV/R of 0.4x vs the sector average of 2.3x.

Source: Company

Its wholesale
subsidiary buys
products from LPs,
and resells to
retailers in
Saskatchewan

Wholesale (26% of Q1-2022 revenue)
Kiaro also sells wholesales cannabis products to licensed retailers in
Saskatchewan through its wholly owned subsidiary, National Cannabis Distribution
Inc. (NCD). NCD purchases finished goods from Licensed Producers (LPs), and
sells them to retail cannabis operators in the province. NCD services over 60% of
the licensed retailers in Saskatchewan. This year, NCD added 32 new brands,
including an exclusive reseller agreement with Rubicon Organics (TSXV: ROMJ /
MCAP - $143M). Rubicon produces super-premium, organic certified, sustainably
grown cannabis.
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Marketing Strategy
Focused on
customer
experience

Kiaro’s growth is mainly owed to its marketing strategy. It partners with local
artists to design stores, and promotes programs such as “My Kiaro” to inform
customers of new and returning products, and “Ask Kiaro Anything” (AKA) to
educate customers about cannabis through one on one sessions.
These efforts seem appealing to customers as same-store-sales jumped 78% YoY
in Q1-2022. “My Kiaro” was launched in late 2020, and AKA was launched in
February 2021. The company’s Google store ratings reviews are high - 4.6 out of
5 stars from 666 reviews.
Kiaro Google Store Ratings Review
Average Number of
Branch/Store
Rating
Reviews
Il Mercato Mall
4.7
145
Port Moody
4.5
95
Nanaimo
4.7
26
Kinsgsway
4.7
145
Victoria
4.6
70
La Ronge
4.5
23
Saskatoon
4.4
162

Kiaro’s marketing
strategies are
working

Average/Total

4.6

666

Notes:
1. As of September 1, 2021
2. Average rating is 0 to 5 (highest)

Source: Google
Kiaro spent $0.24M in marketing in FY-2021, or 3% of total expenses, and 1% of
revenue. In Q1-2022, it spent $0.13M, or 5% of total expenses, and 2% of revenue.
We note that Kiaro’s budget is higher than its competitors’ averages of 1.8% and
0.9%, respectively. This reflects Kiaro’s dedication to marketing in propping
up revenue.

Products
The company’s stores carry a wide range of products from popular brands.
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Sativa and Indica Flowers, Capsules and Oils

Seeds, Pre-Rolls, Beverages

Offers over 1,200
cannabidiol (CBD)
and (THC) products

Edibles, Topicals, Vapes

Accessories

Source: Company Website
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Although its cannabis dried flower product is priced above the average (as shown
in the table below), we note that Kiaro’s products are generally priced inline with
competing stores. This is evident from the fact that Kiaro’s gross margins are inline
with competitors.

Per 1 gram of flower

Comparative Cannabis Dried Flower Prices
Fire &
Kiaro
Flower High Tide
Choom Inner Spirit
11.99
14.00
6.99
24.50
8.95

Price ($)
THC
Content

Brand
Grams

18-25%

17-25%

21%

NamasteUltra Sour
1.00

NamasteUltra Sour
1.00

NamasteUltra Sour
1.00

18-23%
Pure
SunfarmsPink Kush
3.50

Nova
Cannabis
7.45

21.30%

18-25%

NamasteUltra Sour
1.00

NamasteUltra Sour
1.00

Sources: Various company platforms

Competitors
Compared to its
competitors, Kiaro
has more stores in
B.C., which has the
third largest
population in
Canada

Source: Company
Kiaro outperforms its
competitors in
revenue per store
Kiaro also has the
lowest EV/Revenue

Source: Company, S&P Capital IQ and FRC
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A leading retailer, Inner Spirit Holdings, was acquired recently for 2.7x revenue by
Sundial Growers (NASDAQ: SNDL).

Action Plan
Kiaro plans to scale up its business in two ways. One is through expanding product
offerings. Second is through store expansion. Here, the company is on the lookout for acquisition opportunities particularly in B.C. and Ontario.
Ontario has the largest retail market in Canada. In Ontario, legal cannabis
consumption to total consumption nearly doubled from 25.1% in Q1-2020, to 44.1%
Competition heating by Q4-2020, according to the Ontario Cannabis Store. Competition is heating up in
up
the province, with the number of cannabis stores surging from 53 in April 2020, to
more than 800 now. Prices and margins are being squeezed, and to sustain their
presence, cannabis stores have to connect to consumers with innovative
marketing. We believe Kiaro is successfully doing this through its interactions with
its customers, promotional strategies, and online delivery options.

Canada’s Retail Cannabis Store Landscape
As of August 30, 2021, there were 2,479 retail cannabis stores. Canada currently
has a P/S (population to store-count) of approximately 15.5k, indicating an
underserved nation for cannabis. For comparison, we estimate that Oregon (a
maturing cannabis market) has a P/S of 6.4k.
Nationwide Store Count
July-26-2021 Aug-3-2021 Aug-9-2021 Aug-16-2021 Aug-23-2021 Aug-30-2021
Geographic Region Store Count Store Count Store Count Store Count Store Count Store Count

Canada is
underserved

Population Population / Store

Alberta

661

663

667

670

671

673

4,428,247

6,599

B.C.
Manitoba

367
106

369
106

366
106

369
107

368
107

369
107

5,120,184
1,379,121

13,914
12,889

N.B.

20

20

20

20

20

20

780,890

39,045

N.S.

25

25

25

25

25

25

978,274

39,131

Newfoundland
Northwest Territories

30
6

30
6

30
6

30
6

30
6

30
6

520,437
44,982

17,348
7,497

Ontario

954

945

974

1,025

1,028

1,053

14,745,040

14,343

P.E.I.
Quebec

4
75

4
84

4
78

4
77

4
77

4
77

158,717
8,552,362

39,679
111,070

Saskatchewan

98

97

97

110

110

110

1,181,987

10,745

5

5

5

5

5

5

41,293

8,259

2,351

2,354

2,378

2,448

2,451

2,479

37,971,020

15,492

Nunavut

Yukon
CANADA

39,486

Source: Provincial Websites, FRC
We expect the number of retail cannabis stores in Canada to continually rise. As a
comparison, the following table shows the P/S of other Canadian industries. At
maturity, we believe the number of retail cannabis stores in Canada could resemble
that of beer, wine, and liquor stores.
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At maturity, the
cannabis sector’s
P/S should reach
closer to 11k

Source: FRC, Statistics Canada

The following illustrates Canada’s recreational cannabis market size at varying per
capita spending.

Canada's Recretaional Cannabis
Market Size (millions)

$16,000
Assuming
Oregon
per Capita
Spending

$14,000
$12,000
$10,000

Canada 2024
Forecast

$8,000
Canada 2020
Run Rate

$6,000
$4,000

Assuming
California
per Capita
Spending

$2,000
$0
0

50

100

150

200

250

300

350

400

Average Per Capita Spending (Annual)

Source: FRC

Research firms Arcview Market Research and BDS Analytics are forecasting
Canada’s recreational cannabis market to be $5.8B in 2024 (up from $2.4B in
2020), implying average annual per capita spending of approximately $146 ($13
monthly per capita spending). Based on the average monthly per capita spending
of approximately $20 in mature cannabis markets in the U.S., we believe this
forecast is low, and that Canada’s recreational cannabis market size will be higher
by 2024.
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Management Overview
Name
Daniel Petrov

Position(s)
CEO
Director
Janet Hoffar
CFO
Director
Eleanor Lynch
COO
Shawn Graham Independent Director
Colin Davis
Independent Director

Three out of five
directors are
independent
The CEO owns 27%
of the outstanding
shares

Mark Crocker
Herrick Lau

Proposed Director
Independent Director
TOTAL:

# Shares
Outstanding
53,388,917

% of Total
26.9%

736,779

0.4%

170,000

0.1%

170,000
5,000

0.1%
-

54,470,696

27.4%

Source: SEDAR, FRC

Brief biographies of senior management and directors, provided by the company,
are as follows:
Daniel Petrov – Chief Executive Officer (CEO), Director
Daniel Petrov is an accomplished Cannabis industry leader with a decade of
experience working with a number of successful Cannabis ventures and acting as
a consultant to industry-related companies worldwide. He is a co-founder and
former Executive Vice President of Aurora Cannabis. In addition to his role as CEO,
Mr. Petrov held board positions with various Cannabis companies and is part of a
working group of Canadian experts that advise international governments on
developing Cannabis regulations.
Janet Hoffar – Chief Financial Officer (CFO), Director
Ms. Hoffar is a seasoned finance professional with over 20 years of retail financial
and operations experience working with specialty food, coffee, and personal health
and wellness brands. She held positions as CFO, Director of Finance and
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Operations, Senior Business Analyst, and Controller for a number of Canadian
retailers, wholesalers, manufacturing, telecommunications, and technology
companies, from start-ups to well established organizations. From 2014 to 2019,
Ms. Hoffar held the positions of CFO and Director of a wealth management firm
she co-founded.
Eleanor Lynch – Chief Operating Officer (COO)
Ms. Lynch is a retail professional with over 10 years in senior leadership roles for
various national brands. From 2014 to 2018, Ms. Lynch held the role of National
Director of Operations for Lids Sports Group in Canada. She was responsible for
overseeing store sales and operations that included a portfolio of 145 stores across
all provinces. Ms. Lynch brings experience in developing all levels of the retail
experience, from the customer journey, to scaling store footprints, and supporting
employee engagement, all while maintaining profitability across retail portfolios.
Herrick Lau – Independent Director
Mr. Lau is an experienced investment banking professional who has conducted
transactions in initial public offerings, reverse takeovers, financings, mergers and
acquisitions, divestitures, and various advisory services. He also has experience
as a senior financial executive in public companies, having acted as CFO and/or
director for various public companies listed on the TSX Exchange, the TSX Venture
Exchange and the Canadian Securities Exchange. Mr. Lau currently sits on the BC
Local Advisory Committee of the TSX Venture Exchange. Mr. Lau obtained his
bachelor and master degrees in Business and Economics from Simon Fraser
University in Vancouver, British Columbia, Canada and is a charter holder of the
Chartered Financial Analyst designation.
Shawn Graham – Independent Director
Mr. Graham served as the 31st Premier of the Province of New Brunswick, Chair
of the Council of The Federation, Co-chair of the Northeastern Governors and
Eastern Canadian Premiers, and Co-chair of a Pan-Canadian Trade Mission to
China. Currently, Mr. Graham is President and CEO of G&R Holdings Inc., a
company that assists in the development and implementation of international
projects and business alliance strategies. Mr. Graham was awarded an Honorary
Doctor of Laws Degree from the University of New Brunswick and was named
Visionary of the Year Award by the Global Intelligent Community Forum in New
York City, NY.
Colin Davis – Independent Director
Mr. Davis is a veteran of the Financial Services, Energy and Technology industries
and has extensive experience in senior roles in FTSE 100 companies, start-ups,
M&A, integration and business turnaround environments. A corporate strategist
who combines deep and insightful analytical capability with a knack for unraveling
complex issues, Mr. Davis has worked extensively with companies in diverse
industries in the UK, North America, Europe and Asia to help them fully understand
their situation, develop their strategies and successfully execute their plans. Mr.
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Davis leverages his expertise in Business Performance Improvement; Situational
Analysis; Strategy Development, Planning & Execution; Organization Design and
leading Change Programs to provide clients with practical, real-world solutions.

Financials
Retail accounted for
74% of revenue in
Q1-2022
Gross margins of
retail stores are
inline with
comparables

Source: Company / FRC
STATEMENTS OF OPERATIONS
YE August 31, US$
Revenue
Gross Profit
Expenses
EBITDA
Net Loss
EPS

In Q1-2022, revenue
surged 94% YoY,
with same-storesales-growth at 78%

2020
(13 Months)
5,171,836
-1,066,233
7,738,911
-8,805,144
-12,503,250
-0.25

$
$
$
$
$
$

$
$
$
$
$
$

2021
(12 Months)
17,071,866
5,087,114
6,976,331
-1,889,217
-9,337,037
-0.08

Margins
Gross
EBITDA
EBIT
Net

2020
(13 Months)
NM
NM
NM
NM

2021
(12 Months)
30%
NM
NM
NM

Summary of Cash Flows
Operating
Investing
Financing
Net
Free Cash Flows to Firm (FCF)

2020
(13 Months)
-6,031,151
-3,334,338
4,680,899
1,418,764
-9,365,489

2021
(12 Months)
-1,414,780
1,803,698
-502,853
1,304,829
388,918

Healthy balance
sheet

$
$
$
$
$

Liquidity and Capital Structure
Cash
Working Capital
Current Ratio
Total Debt
Total Debt / Capital

$
$
$

$
$
$
$
$

2020
(13 Months)
1,418,764 $
2,815,847 $
1.87
6,530,767 $
621.5%

$
$
$
$
$
$

Q1-2021
2,666,711
715,285
1,605,383
-890,098
-3,810,831
-0.04

$
$
$
$
$
$

Q1-2022
5,167,064
1,557,661
1,923,610
-365,949
-979,921
-0.01

Q1-2021
27%
NM
NM
NM

$
$
$
$
$

Q1-2021
-412,210
539,876
-281,445
1,264,985
127,666

2021
(12 Months)
1,304,829 $
1,108,870 $
1.46
740,519 $
15.3%

Q1-2022
30%
NM
NM
NM

$
$
$
$
$

Q1-2022
-301,123
-812,106
2,409,687
2,601,287
-1,113,229

Q1-2022
2,601,287
2,626,453
2.19
765,493
11.5%

Source: Company / FRC

Stock Options and Warrants
9.16M options (weighted average exercise price of $0.20), and 18.5M warrants
(weighted average exercise price of $0.32) outstanding. None of the
options/warrants are in-the-money.
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Conservatively
growing at two
stores per year

FRC Projections and Valuation

Retail revenue to
account for 87% of
total revenue by
2025, up from 71%
in 2021

Source: FRC

DCF valuation of
$0.22 per share

Source: FRC

Kiaro is trading at
just 0.6x forward
revenue vs the
retailers’ sector
average of 2.3x

Source: S&P Capital IQ and FRC
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Weighted average
fair value of $0.23
per share

Source: FRC
We are initiating coverage with a BUY rating, and a fair value estimate of $0.23
per share. Amidst tightening margins due to stiff competition between cannabis
retailers, Kiaro’s success depends on its ability to maintain margins, and its
continued efforts to provide superior customer experience and offerings. Future
store acquisitions will have to be very selective with heavy customer traffic taken
into consideration. We believe larger players are constantly looking to grow their
network through acquisitions. Kiaro’s higher revenue per store, and favorable
customer reviews, make them an attractive M&A candidate.

Risks
We believe the company is exposed to the following risks (list is non-exhaustive):
Assigning a risk
rating of 4
(Speculative)

•
•
•
•

Yet to generate profits.
Store expansion may not be successful.
Cannabis retailers’ margins are shrinking due to rising competition.
Future store acquisitions have to be very selective, with heavy customer traffic
taken into consideration.
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Appendix
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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 and Fundamental
Research Corp. “FRC” does not own any shares of the subject company, does not make a market or offer shares for sale of the subject company, and
does not have any investment banking business with the subject company. Fees were paid by Kiaro 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, Kiaro 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 (68%), HOLD (7%), SELL / SUSPEND (25%).
To subscribe for real-time access to research, visit https://www.researchfrc.com/website/subscribe/ 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.
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jurisdiction.
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