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Week Ended December 4, 2015
Tax Loss Selling & MJ Stocks – Banking on Marijuana – Liquor Stores Seek Marijuana Monopoly – Nanaimo Slams Dispensary Doors – Insys Therapeutics labeled MURDER INCORPORATED – Aurora upgraded
Marijuana Stock Market Review & Outlook
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This statistical analysis is proprietary to Let's Toke Business based on
the weekly share performance of over fifty U.S. and Canadian companies
recorded after the close oftrading each week. E&OE
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We remain optimistic regarding the outlook for marijuana stocks despite a small correction last week that we warned might happen. First, the numbers. The LTB Marijuana Composite Index corrected 1.5% last week with momentum weaker than it has been lately. The Licensed Producer Index checked back from its recent lofty levels with a decline of 2.9% while the LTB Low Priced Index outperformed with a small setback of .6%.
The main reason we anticipate a little selling pressure over the next week or two is the impact of tax loss selling. For Canadians, a tax loss sale must settle in 2015 for the realized capital loss to be used to offset taxable capital gains for 2015 income tax purposes. So for Canadians tax loss selling Canadian listed marijuana stocks, the transaction must happen on or before December 24th. For U.S. listed stocks the deadline is December 28th but in Canada this is a holiday in lieu of Boxing Day that falls on the weekend. Therefore to be safe make U.S. trades on December 24th as well. Consult your investment/tax advisor before instituting any tax loss selling strategies.
We believe the strong fundamentals for the Canadian marijuana stocks will counter the effect of tax loss selling so any declines over the next couple of weeks should be small. Generally speaking, however, we believe this segment of the market should move higher as we end 2015 and enter the new year.
Marijuana Matters
In the U.S., a significant problem for marijuana operators has been access to everyday banking services. The circumstances south of the border are a little different than in Canada. Under U.S. Federal law cannabis is illegal but states have made their own decisions with respect to the legality of medical and recreational marijuana. So if a bank provides services to a marijuana operator that is legal under state law but not under Federal legislation, the bank could face charges under the proceeds or instruments of crime. The financial institution could face the forfeiture or seizure of assets.

In Canada, things are different but they are similar. We have commented regularly on dispensaries in Vancouver, British Columbia. Recently, there were over 100 dispensaries operating in Vancouver. Under Federal law in Canada, it is illegal to sell marijuana through retail outlets. This is not a “grey area” as some people claim. The law is clear. Dispensaries are not legal.

So there are unique complications in Vancouver. The City of Vancouver is one of a limited number of municipalities in Canada to have their own police force. The Vancouver Police Department (VPD) has taken the position that policing dispensaries is not an effective use of their limited resources. In fact, Vancouver has started issuing business licenses to dispensaries and regulating where they can locate and what they can do. But business license or not, dispensaries are illegal.

The only legal buyers and/or sellers of marijuana in Canada are those licensed under the Marihuana for Medical Purposes Regulations (MMPR). We list these each week under “Applications Watch.” There are only 26 Licensed Producers (LPs) in Canada at the present time.

So the traditional banking institutions in Canada can only offer services to these 26 LPs if the buying and selling of marijuana is involved. The banking services we refer to include saving and chequing accounts, credit cards, loans, and so on. They cannot provide services to dispensaries selling marijuana. They will not provide services to producers under Marihuana Medical Access Regulations (MMAR) as many MMAR operators are likely breaking the law. 
On the other hand, it is not illegal to sell marijuana related appliances such as vaporizers, bongs, and other accessories. But if you operate a legal dispensary offering products and services but not buying and selling marijuana, it will still be difficult for you to access normal banking services. Your local banker may not want to take the chance that you won’t start selling cannabis over or under the counter.
Lack of banking services creates other problems. First, it makes accounting more difficult. It turns parts of the industry into a cash business which means there is no paper trail that banks usually provide. You have to pay your rent in cash, you have pay your employees in cash and other normal operating bills in cash which isn’t always easy. But it also makes it harder for the taxman to prove you haven’t reported all your income. 
If you open an account in your own name and deposit and withdraw cash from your dispensary business, it can create the wrong paper trail. This could lead to personal tax problems. Or it can create regular deposits and withdrawals of large amounts of cash which makes the bank suspicious you are money laundering.
Second, dispensaries generate significant revenues. In Vancouver, for example, operators can afford to pay $30,000 a year for a business license to operate in the City. This means owners are keeping or carrying around large amounts of cash that could make them targets for thieves. 
When legalization laws are passed conditions will improve. But you can be sure that the normally conservative, risk-averse banks will be exceptionally careful. That means they will probably move slowly into this new area of business lending. So the changes we all look forward to in legalizing marijuana will come quickly but parts of it may come more slowly and many problems that we do not anticipate will arise in the years ahead.
Breaking & Corporate News
Recently, we reported on the pros and cons of using the liquor distribution model to handle recreational and medical marijuana. (see Let’s Toke Business, November 13, 2015) At that time, Premier Greg Selinger commented that using liquor stores in Manitoba would be a good idea. (see Let’s Toke Business, November 20, 2015) Now the B.C. Government and Service Employees’ Union has joined forces with the private liquor stores in the Province to make the same argument out west.

Let’s consider the motivation underlying these proposals. The Government union has seen its membership decline over the years because government liquor distribution provided poor service and forced governments to break up their monopolies. Government Liquor Stores did not provide the selection consumers wanted and consumers were forced to pay higher prices for beer, wine and liquor than was necessary. So the B.C. Government and Service Employees’ Union’s interest is to boost its flagging membership by creating a monopoly over the distribution of marijuana. This is a broken model. It didn’t work with liquor and it won’t work with marijuana. The private liquor stores, on the other hand, simply want a piece of a prospectively huge cannabis distribution monopoly. 
Neither of these two groups is concerned with what really should matter. How will we be able to distribute the variety of medical and recreational marijuana that people need and want at a competitive market price? The answer is quite simple. Leave it to the forces of a free market that must cater to the needs of its customers to stay in business. If liquor distributors want to apply on an equal footing with private operators, so be it.
Three dispensaries in Nanaimo, B.C. have been raided and closed by the RCMP. Nanaimo is a community of around 83,000 located on Vancouver Island approximately 110 km north of Victoria, the Provincial capital of British Columbia. After many complaints from the public relating to selling to minors and medical users lacking proper documentation, the police sent out cease and desist orders to ten dispensaries giving them seven days to shut down. Two complied, three were raided and five are in limbo as police have not disclosed their intentions.

“My name is Dan Rather and I’m from ‘60 Minutes’ were the words that would ruin any CEO’s day twenty years ago. In the modern world of big pharma, the words you don’t want to hear are “Southern Investigative Reporting Foundation (SIRF) is publishing a report on your company.” SIRF was one of the first groups to air the Valeant Pharmaceuticals International story (NYSE: VRX). VRX which hit a high of $263.81 this year was recently trading 65% lower. 
SIRF’s newest report is titled "Murder Incorporated: Insys Therapeutics, Part I." Insys Therapeutics (NASDAQ: INSY) is alleged to have falsified records to have its painkiller Subsys used by more people. Since Subsys was launched in January 2012, the Food and Drug Administration’s Adverse Events Reporting System lists 203 deaths in which Subsys was the probable candidate. INSY was down nearly 25% from its Wednesday high to the Friday low. What INSY shareholders need to be concerned about is this study is referred to as “Part I.” They must wait for the other shoe to drop on this story.
Cannabis doesn’t need to be regulated nearly as much as the conventional pharmaceuticals need to be policed.
Applications Watch
Aurora Cannabis Enterprises has been upgraded from Cultivation Only to Cultivation and Sale. Additions to the over the next few months still seem unlikely as the Liberals consider how to proceed moving forward. There are currently 26 LPs of which 20 are Cultivation & Sale, 4 are Cultivation Only and 2 are Sale Only.
1. ABcann Medicinals



Cultivation Only
2. Agripharm Corp.



Cultivation & Sale
3. Aphria





Cultivation & Sale
4. Aurora Cannabis Enterprises 

Cultivation Only

5. Bedrocan Canada



Sale Only
6. Bedrocan Canada second site

Cultivation & Sale
7. Broken Coast Cannabis


Cultivation & Sale
8. Canna Farms Ltd



Cultivation & Sale
9. CanniMed Ltd



Sale Only 
10. CannTrust




Cultivation & Sale
11. Delta 9 Bio-Tech



Cultivation & Sale
12. Emerald Health Therapeutics

Cultivation & Sale
13. Hydropothicair/Hydropothecary

Cultivation & Sale
14. In the Zone




Cultivation Only

15. KindCann




Cultivation Only

16. Maricann, Inc.



Cultivation & Sale
17. MedReleaf Corp



Cultivation & Sale
18. Mettrum Ltd.




Cultivation & Sale
19. Organigram Inc.



Cultivation & Sale
20. Prairie Plant Systems


Cultivation Only

21. RedeCan Pharm



Cultivation & Sale
22. The Peace Naturals Project Inc.

Cultivation & Sale
23. Tilray





Cultivation & Sale
24. Tweed Inc.




Cultivation & Sale
25. Tweed Farms



Cultivation & Sale
26. Whistler Medical Marijuana Corp.

Cultivation & Sale
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Please feel free to forward copies to interested parties. We welcome feedback, industry and corporate news. Contact us at LetsTokeBusiness@gmail.com We look forward to hearing from you.

To have your name removed from our distribution list, please reply to LetsTokeBusiness@gmail.com with your name, location (Province or State) and email address. Your name will be removed immediately.

To have your name added to our email distribution list, please reply to LetsTokeBusiness@gmail.com with your name, location (Province, State or Country) and email address. We will be pleased to add you to our list.

To comment on Let’s Toke Business news or editorial items, please send an email to EditorAtLetsTokeBusiness@gmail.com We look forward to hearing from you.
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LTB MJ INDEX: 1wk -1.5% 1 mo -9.7% 3 mo +2.2% 6 mo -13.9% 1 yr +21.5%








This report is a news report for informational purposes only. It is not a solicitation to buy or sell any products, services or securities mentioned herein. Although the information contained herein was gathered from usually reliable sources, the editors are not responsible for the veracity of any statements or to correct any information that proves to be inaccurate. Certain statements contained herein regarding a Company and its operations may constitute “forward-looking statements.” All statements that are not historical facts, including without limitation statements regarding estimates, plans, objectives, assumptions or expectations of future performance, are “forward-looking statements.” Such “forward looking statements” involve known and unknown risks and uncertainties that could cause actual results and future events to differ materially from those anticipated in such statements. Please do your own due diligence and consult your professional advisor before making investment decisions. E&OE
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