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Khiron announced it has signed an endorsement agreement with the highly respected and influential
Colombian Association for the Study of Pain (ACED). As outlined in our note earlier this week, this is
consistent with Khiron’s overall strategy of working with the medical community to build trust and brand
recognition through education. While not in the agreement, we believe the partnership (or others like it)
could lead to collaboration on future clinical studies, which would continue to build credibility within the
medical community and potentially support product approvals. Details are as follows.

• ACED was formed as a chapter of the Washington, D.C. -based International Association for the Study
of Pain (IASP).

• ACED is a 300-member interdisciplinary association of physicians whose goal is to study and
harmonize all aspects of the research, diagnosis and treatment of pain in Colombia, under the
guidelines of the International Association.

• Khiron and ACED will partner on a schedule of patient and physician education programs, modules
and events. This includes exploring opportunities for joint continuing education efforts for doctors, the
organization of international congresses, regional and satellite professional development courses, and
functional integration with other scientific societies throughout Colombia and Latin America.

• The company believes ACED's relationship with international organizations such as the International
Narcotics Control Board, the Pan American Health Organization and the United Nations, among
others, positions Khiron among a global pain management community.

• Khiron will be a presenting partner at ACED's XXVIII International Congress of Pain, being held
Bogotá, Colombia from May 16 to 18, 2019.

For important information, please see the Important Disclosures beginning on page 2 of this document.
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Investment Recommendation
Date and time of first dissemination: December 11, 2018, 08:00 ET
Date and time of production: December 11, 2018, 08:00 ET
Target Price / Valuation Methodology:
Khiron Life Sciences Corp. - KHRN
Using a sum-of-the-parts DCF model (10-13% discount rate), we estimate a value of ~$3.36/sh, which reflects a target EV of ~
$245 million. Our valuation is based off funded capacity, with a small value attributed to sales outside of Colombia.
Risks to achieving Target Price / Valuation:
Khiron Life Sciences Corp. - KHRN
Patient acquisition risk
Khiron’s patient acquisition strategy relies on physicians’ willingness to prescribe medical cannabis, along with patients’
openness to receiving a cannabis prescription. While we believe the company is targeting good doctor and patient candidates
through strategic alliances and targeted acquisitions, Colombia is an unproven market where acceptance of medical cannabis
has yet to be established.
Production risk
As a company, Khiron has not yet commercially cultivated cannabis or produced cannabis extracts. Quality issues could result
in reduced sales and negative brand associations. Additionally, if the company is unable to ramp up production of high quality
cannabis, it may not meet our revenue estimates.
Regulatory risk
Khiron operates in a highly regulated (but nascent) industry where specific regulations have yet to be fully implemented/tested.
The company is reliant on INVIMA approvals to distribute CBD and branded mass marketed prescription products. Failure to
receive INVIMA approvals could result in a significantly smaller distribution network, which could adversely impact our sales
projections.
Financial risk
While we believe Khiron is fully funded to meet our current production and revenue estimates, a shortfall in revenues or
operating cash flow could result in the company needing to secure additional financing, which could be dilutive to our current
estimates. We expect Khiron will look to expand its business through additional clinic acquisitions and cultivation capacity
expansions. Funding may be at a high cost or dilutive to our estimates.
ILANS acquisition risk
The ILANS acquisition is a material driver in our valuation but has yet to be finalized. If the acquisition were to fall through, it
would have an adverse impact on our valuation.
Pricing risk
Companies with high-quality production may not achieve the premium pricing that we forecast relative to industry averages and
therefore may not meet our revenue forecasts. In addition, as the industry begins to shift towards a wholesale model, licensees
may experience pricing pressure, which may erode margins.
Foreign exchange risks
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Khiron’s functional currency is the Colombian peso, while its share price is denominated in Canadian dollars. With the majority
of revenues and costs denominated in Colombian Pesos, Khiron investors are directly exposed to changes in the underlying
currencies.

Distribution of Ratings:
Global Stock Ratings (as of 12/11/18)
Rating Coverage Universe IB Clients

# % %
Buy 566 63.45% 46.64%
Hold 200 22.42% 31.50%
Sell 9 1.01% 33.33%
Speculative Buy 117 13.12% 65.81%

892* 100.0%
*Total includes stocks that are Under Review

Canaccord Genuity Ratings System
BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.

HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.

SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer.
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the designated investment
or the relevant issuer.
Risk Qualifier
SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental criteria. Investments
in the stock may result in material loss.

12-Month Recommendation History (as of date same as the Global Stock Ratings table)
A list of all the recommendations on any issuer under coverage that was disseminated during the preceding 12-month period
may be obtained at the following website (provided as a hyperlink if this report is being read electronically) http://disclosures-
mar.canaccordgenuity.com/EN/Pages/default.aspx

Required Company-Specific Disclosures (as of date of this publication)
Khiron Life Sciences Corp. currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated companies.
During this period, Canaccord Genuity or its affiliated companies provided investment banking services to Khiron Life Sciences
Corp..
In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for Investment Banking
services from Khiron Life Sciences Corp. .
In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead manager or co-
manager of a public offering of securities of Khiron Life Sciences Corp. or any publicly disclosed offer of securities of Khiron Life
Sciences Corp. or in any related derivatives.
Canaccord Genuity or one or more of its affiliated companies intend to seek or expect to receive compensation for Investment
Banking services from Khiron Life Sciences Corp. in the next three months.
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or by sending a request by email to disclosures@cgf.com. The reader may also obtain a copy of Canaccord Genuity’s policies and
procedures regarding the dissemination of research by following the steps outlined above.
General Disclaimers
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The authoring analysts who are responsible for the preparation of this research have received (or will receive) compensation
based upon (among other factors) the Investment Banking revenues and general profits of Canaccord Genuity. However, such
authoring analysts have not received, and will not receive, compensation that is directly based upon or linked to one or more
specific Investment Banking activities, or to recommendations contained in the research.
Some regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest
arising as a result of publication or distribution of research. This research has been prepared in accordance with Canaccord
Genuity’s policy on managing conflicts of interest, and information barriers or firewalls have been used where appropriate.
Canaccord Genuity’s policy is available upon request.
The information contained in this research has been compiled by Canaccord Genuity from sources believed to be reliable, but
(with the exception of the information about Canaccord Genuity) no representation or warranty, express or implied, is made
by Canaccord Genuity, its affiliated companies or any other person as to its fairness, accuracy, completeness or correctness.
Canaccord Genuity has not independently verified the facts, assumptions, and estimates contained herein. All estimates,
opinions and other information contained in this research constitute Canaccord Genuity’s judgement as of the date of this
research, are subject to change without notice and are provided in good faith but without legal responsibility or liability.
From time to time, Canaccord Genuity salespeople, traders, and other professionals provide oral or written market commentary
or trading strategies to our clients and our principal trading desk that reflect opinions that are contrary to the opinions expressed
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in this research. Canaccord Genuity’s affiliates, principal trading desk, and investing businesses also from time to time make
investment decisions that are inconsistent with the recommendations or views expressed in this research.
This research is provided for information purposes only and does not constitute an offer or solicitation to buy or sell any
designated investments discussed herein in any jurisdiction where such offer or solicitation would be prohibited. As a result, the
designated investments discussed in this research may not be eligible for sale in some jurisdictions. This research is not, and
under no circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any
person or company that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. This
material is prepared for general circulation to clients and does not have regard to the investment objectives, financial situation
or particular needs of any particular person. Investors should obtain advice based on their own individual circumstances before
making an investment decision. To the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or
any other person accepts any liability whatsoever for any direct or consequential loss arising from or relating to any use of the
information contained in this research.
Research Distribution Policy
Canaccord Genuity research is posted on the Canaccord Genuity Research Portal and will be available simultaneously for access
by all of Canaccord Genuity’s customers who are entitled to receive the firm's research. In addition research may be distributed
by the firm’s sales and trading personnel via email, instant message or other electronic means. Customers entitled to receive
research may also receive it via third party vendors. Until such time as research is made available to Canaccord Genuity’s
customers as described above, Authoring Analysts will not discuss the contents of their research with Sales and Trading or
Investment Banking employees without prior compliance consent.
For further information about the proprietary model(s) associated with the covered issuer(s) in this research report, clients
should contact their local sales representative.
Short-Term Trade Ideas
Research Analysts may, from time to time, discuss “short-term trade ideas” in research reports. A short-term trade idea offers
a near-term view on how a security may trade, based on market and trading events or catalysts, and the resulting trading
opportunity that may be available. Any such trading strategies are distinct from and do not affect the analysts' fundamental
equity rating for such stocks. A short-term trade idea may differ from the price targets and recommendations in our published
research reports that reflect the research analyst's views of the longer-term (i.e. one-year or greater) prospects of the subject
company, as a result of the differing time horizons, methodologies and/or other factors. It is possible, for example, that a subject
company's common equity that is considered a long-term ‘Hold' or 'Sell' might present a short-term buying opportunity as a
result of temporary selling pressure in the market or for other reasons described in the research report; conversely, a subject
company's stock rated a long-term 'Buy' or “Speculative Buy’ could be considered susceptible to a downward price correction,
or other factors may exist that lead the research analyst to suggest a sale over the short-term. Short-term trade ideas are not
ratings, nor are they part of any ratings system, and the firm does not intend, and does not undertake any obligation, to maintain
or update short-term trade ideas. Short-term trade ideas are not suitable for all investors and are not tailored to individual
investor circumstances and objectives, and investors should make their own independent decisions regarding any securities or
strategies discussed herein. Please contact your salesperson for more information regarding Canaccord Genuity’s research.
For Canadian Residents:
This research has been approved by Canaccord Genuity Corp., which accepts sole responsibility for this research and
its dissemination in Canada. Canaccord Genuity Corp. is registered and regulated by the Investment Industry Regulatory
Organization of Canada (IIROC) and is a Member of the Canadian Investor Protection Fund. Canadian clients wishing to effect
transactions in any designated investment discussed should do so through a qualified salesperson of Canaccord Genuity Corp.
in their particular province or territory.
For United States Persons:
Canaccord Genuity LLC, a US registered broker-dealer, accepts responsibility for this research and its dissemination in the United
States. This research is intended for distribution in the United States only to certain US institutional investors. US clients wishing
to effect transactions in any designated investment discussed should do so through a qualified salesperson of Canaccord
Genuity LLC. Analysts employed outside the US, as specifically indicated elsewhere in this report, are not registered as research
analysts with FINRA. These analysts may not be associated persons of Canaccord Genuity LLC and therefore may not be subject
to the FINRA Rule 2241 and NYSE Rule 472 restrictions on communications with a subject company, public appearances and
trading securities held by a research analyst account.
For United Kingdom and European Residents:
This research is distributed in the United Kingdom and elsewhere Europe, as third party research by Canaccord Genuity Limited,
which is authorized and regulated by the Financial Conduct Authority. This research is for distribution only to persons who are
Eligible Counterparties or Professional Clients only and is exempt from the general restrictions in section 21 of the Financial
Services and Markets Act 2000 on the communication of invitations or inducements to engage in investment activity on the
grounds that it is being distributed in the United Kingdom only to persons of a kind described in Article 19(5) (Investment
Professionals) and 49(2) (High Net Worth companies, unincorporated associations etc) of the Financial Services and Markets
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Act 2000 (Financial Promotion) Order 2005 (as amended). It is not intended to be distributed or passed on, directly or indirectly,
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This research is sent to you by Canaccord Genuity Wealth (International) Limited (CGWI) for information purposes and is not to
be construed as a solicitation or an offer to purchase or sell investments or related financial instruments. This research has
been produced by an affiliate of CGWI for circulation to its institutional clients and also CGWI. Its contents have been approved
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SPECULATIVE BUY
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PRICE TARGET C$3.40
unchanged
Price (9-Dec)
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C$1.30
KHRN-TSXV

52-Week Range (C$): 0.86 - 1.99
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Shares Out., FD (M)  : 84.6
Total Return to Target (%)  : 161.5
Net Debt (Cash)  (C$M): (38)
Enterprise Value  (C$M): 72.5

FYE Dec 2018E 2019E 2020E 2021E
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Previous 2 - 65 -
SG&A  (C$M) 16.3 23.2 33.4 36.9
EBITDA  Adj
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Previous (0.34) - 0.15 -
EV/EBITDA (x)  - - 2.9 1.4

2

1.8

1.6

1.4

1.2

1

0.8

Ju
n

-1
8

Ju
l-

1
8

A
u

g
-1

8

S
e

p
-1

8

O
ct

-1
8

N
o

v
-1

8

D
e

c-
1

8

KHRN
Horizons Marijuana Life Sciences Index ETF (rebased)

Source: FactSet

Priced as of close of business 9 December 2018 

Khiron Life Sciences Corp. is a Canadian-listed,
vertically integrated medical cannabis company with
its core operations in Colombia. Khiron combines
leading international scientific expertise, agricultural
advantages, and branded product market entrance
experience to address the unmet medical needs in a
market of over 620 million people in Latin America.

Kimberly Hedlin, CPA, CMA | Associate Analyst |  Canaccord Genuity Corp. (Canada) |  khedlin@cgf.com |
 1.403.508.3854

Estimates Revised

Latin America in the spotlight
Given the recent focus on the LATAM cannabis sector, we are reiterating our C$3.40
target and SPEC BUY rating on Khiron. We believe Aurora's entry into Mexico validates
Khiron's LATAM strategy while short-report allegations against Aphria have no bearing on
or read-throughs to Khiron. If Khiron can continue to execute on its patient acquisition
strategy (through cannabis clinics, physician education, and medical association
endorsements), we believe it will generate a steady revenue stream that could make it a
take-out target. We remain confident in Khiron’s operations, strategy, and management
and view the recent pullback as a buying opportunity.
LATAM-focused management. With 27% ownership and strong regional ties, we believe
management is focused on building long-term value. Significant milestones include:
• Signing a definitive agreement to acquire ILANS, a Bogota-based neurological clinic

with ~100,000 medical patients. In our view, management's contacts in the region
position Khiron to execute on similar acquisitions.

• Entering Chile through an MOU with Chile's only licensed producer.
• Sponsoring several LATAM medical cannabis conferences, including Vicente Fox's

CannaMexico World Summit. Khiron later recruited the former President to its Board,
significantly expanding its scope of influence, in our view.

• Receiving medical cannabis endorsements from three medical associations, two of
which provide access to ~400,000 patients.

Cultivation assets support rapid production ramp-up. We believe key infrastructure
is in place to quickly ramp up commercial production once final regulatory approvals
are received, likely by year-end. As outlined on Figure 8, Khiron has built an 80,000 sq.
ft greenhouse for cultivation. Additionally, GMP-certified extraction and post-harvest
processing facilities are expected to be commissioned in the near term (see Figure 2).
Khiron's first greenhouse is expected to yield ~8,500 kg/year, and with land holdings of
17.5 hectares, we believe production could quickly ramp up to over 90 tonnes per year.
Suite of products currently being commercialized. We believe Khiron's product
development is relatively advanced in the region. The company currently has seven
Kuida cosmeceutical products under distribution through a number of channels. Four
of these products have also been approved in Peru while three new CBD supplements
recently received Mexican approvals. The company has also signed major agreements
with large pharmacies and wholesale distributors operating in Colombia and Mexico.
Valuation. Using a sum-of-the-parts DCF model (10-13% discount rate), we estimate a
value of ~$3.36 (down slightly from $3.44/sh owing to updated cash balances and a
minor deferral on the ILANS clinic start date). Our valuation, which is based on funded
capacity, reflects potential upside of ~160% and a target EV of ~$245 million. With a
small portion of our valuation attributed to sales outside of Colombia, we estimate that
every 50,000 Khiron patients in Mexico would add ~$1/sh to our valuation. While we
see significant upside potential, given the early stage of the LATAM cannabis industry, we
believe a Speculative rating is appropriate.

For important information, please see the Important Disclosures beginning on page 14 of this document.



Figure 1: Corporate summary 

 
Source: FactSet, Company Reports, Canaccord Genuity estimates 
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Key Developments 

We believe Khiron’s recent share price weakness is short-term in nature, coinciding 

with an overall sell-off in the sector, exacerbated by potential selling by previous 

warrant holders and concerns surrounding LATAM in general.  

We remain confident in Khiron’s operations and LATAM strategy and view the recent 

pullback as a buying opportunity. We are reiterating our SPEC BUY rating and C$3.40 

target price, which reflects potential upside of 160% to the current share price. To 

alleviate any potential concerns regarding the company’s progress and growth 

potential (which we would view as unfounded), we outline a number of advancements 

made by the company over the last year, including several images that showcase 

progress. 

Influential LATAM-based management 

We believe Khiron is positioning to become a dominant player in Latin America with 

the recent addition of high profile members to its Board. The company also appears to 

be ramping up staff to execute its growth plans.  

 On July 17, 2018, Khiron appointed Vicente Fox, former CEO of Coca Cola Mexico 

and former President of Mexico, to the Board of Directors. Fox is a vocal advocate 

for cannabis legalization who believes Mexico will legalize recreational cannabis in 

the next few months.  

 We believe his seat on the Board bodes well for an early mover advantage in 

Mexico while broadening Khiron’s scope of influence. In our view, his position on 

the Board should also be a comfort to investors who lack a full appreciation of the 

company’s operations and growth plans.  

 We note that in a previous Q&A session with Fox, the former Mexican president 

indicated that he was drawn to Khiron for its strong management team.  

 We believe Latin American Institute of Neurology and the Nervous System (ILANS) 

management is well connected in the LATAM medical community and may assist 

in identifying clinic acquisition candidates. 

 Khiron has also assembled a sizeable staff to progress its strategy. 
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Figure 2: Vicente Fox and Khiron team in front of extraction facility  Figure 3: Vicente Fox on site 

 

 

 
Source: Company Reports  Source: Company Reports 

 

Figure 4: Khiron head office  Figure 5: Khiron head office 

 

 

 
Source: Company Reports  Source: Company Reports 

Clean capital structure and solid balance sheet to execute 

Following the company’s recent financings, we believe it is fully funded to meet our 

revenue and CAPEX projections. 

 The company had working capital of $24.9M as of November 29, 2018; in the 

second half of 2018, Khiron raised just under $13M through a prospectus 

offering and an additional $14M through a warrant acceleration at $1.20/share.  

 In our view, the company has a clean capital structure with 76.5 million pro forma 

shares outstanding (following the warrant acceleration) and an estimated 3.8 

million warrants and 4.3 million options outstanding.  
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Figure 6: Khiron capitalization and financings 

 
Source: Company Reports, Canaccord Genuity estimates 

Cultivation 

We believe Khiron’s cultivation facilities are ready for a rapid production scale-up 

pending a commercial THC quota. Additionally, post-harvest facilities are progressing 

and are expected to be complete by Q1/19, in time for the company’s first expected 

harvest. We outline the steps Khiron has taken to date to prepare its site for 

commercial cultivation and production. 

 Khiron completed initial greenhouse structures in March.  

 In April, following a facility audit, the Colombian Agricultural Institute (ICA) granted 

the company authorization to become an official seed producer.  

 On May 28, 2018, Khiron was registered by the ICA as an agronomical unit after 

an inspection of the greenhouse structures and propagation area conditions, 

cultivation procedures and the methodologies applied to analyze strains. 

 The company expanded its agricultural land in Ibague, Colombia from 4.5 

hectares to 17.5 hectares. Khiron is preparing the site for additional outdoor 

planting of medicinal cannabis. 

 On September 6, 2018, Khiron began agronomical evaluation tests conducted by 

the ICA for four psychoactive varieties of cannabis and one non-psychoactive; 

Khiron currently has approximately 56 strains involved in this registration process. 

 We note that as of Q3/18, cumulative capital spending was just over $2 million, 

which in our view, highlights the cost advantages in Colombia. 

 While the region is relatively humid (ranging from 45-70% and averaging 55%), we 

are unaware of any cultivation issues and plants appear to be healthy based on 

recent photo footage. 

Number (000s) Price Net proceeds

Jan 1, 2018 balance 32,570             $0.17 5,377                

March 2018 private placement 905                   $0.90 905                    

Shares issued on rights offering 1,441                -       -                     

RTO subscription receipts 11,230             $1.00 10,747              

Subscription receipt costs -                    -       (411)                   

Shares retained by Adent shareholders 706                   $0.89 628                    

Sept 2018 private placement 14,375             $0.90 11,851              

Warrants exercised 2,190                $1.19 2,615                

Sept 30, 2018 balance 63,417             $0.50 31,712              

ILANS acquisition 1,400                $1.50 2,100                

Warrants exercised 11,672             $1.20 14,006              

Pro-forma shares o/s 76,489             $0.63 47,819              

Warrants o/s (CG est.) 3,811                $1.04 3,979                

Options o/s (CG Est.) 4,318                $1.12 4,840                

FD share count 84,617             $0.67 56,637              
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Figure 7: Khiron cultivation 

     
Source: Company Reports 

 

Figure 8: Cultivation site, including new extraction and processing facility 

 
Source: Company Reports, modified by Canaccord Genuity 
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Product development  

Khiron has made excellent progress getting its Kuida products to market and 

expanding its presence outside of Colombia, in our view. 

 Khiron was the first fully licensed medical cannabis company to receive an 

approval from INVIMA for cannabinoid-based products. 

 Between September and October 2018, Khiron launched Kuida, the first CBD 

cosmeceutical brand in Colombia. The company secured distribution agreements 

with Farmatodo (for a period of exclusive instore retail distribution) and Farmalisto 

(online). These distribution platforms are shown below. 

 Kuida has also entered into an agreement with Distribuciones AXA S.A., one of 

Colombia's largest national distributors in the pharmaceutical sector, with 14,000 

product SKU's and more than 8,000 retail clients. Given its broad network of 

retailers and clients, we believe AXA will play an important role in product 

distribution. 

 In Peru, Khiron was granted export authorization for four cannabidiol-based skin 

and body care products.   

Figure 9: Kuida sales platforms – Online via Farmalisto  Figure 10: Kuida sales platforms - instore  

 

 

 
Source: Farmalisto Colombia (Homepage)  Source: Company Reports 

Medical strategy 

Khiron has also had a number of successes related to its medical platform. 

 On February 15, 2018, Khiron and the Colombian Association of Neurologists co-

hosted the first ever International Medical Cannabis Symposium.  

 In May, Khiron acted as a key sponsor of the CannaMexico World Summit, a forum 

for open dialogue about legalization, strategically positioning the company to 

enter the Mexican market.  
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 On June 11, 2018, Khiron secured medical cannabis endorsements from both the 

Colombian Association of Internal Medicine (ACMI) and the Colombian Association 

of Neurology (ACN). 

 On October 18, 2018, Khiron announced a signed agreement to acquire the Latin 

American Institute of Neurology and the Nervous System (ILANS). ILANS has ~60 

physicians and ~100,000 patients.  

Valuation 

Consolidated estimate revisions 

We have made minor revisions to our estimates as outlined in the table below. The 

main change to our estimates was the deferral of ILANS patient revenues from mid 

November 2018 to early January 2019, along with updated net cash balances. 

Otherwise, we have slightly increased our 2019 Kuida sales to account for wider 

product distribution approvals. 

Figure 11: Estimate revisions 

 
Source: Company Reports, Canaccord Genuity estimates 

Using a sum-of-the-parts model, we estimate a value of $3.36/sh for Khiron, which 

forms the basis of our target price of C$3.40. Based on the current share price of 

$1.30, our target reflects upside potential of ~160% and a target EV of $246 million. 

Figure 12: SOTP valuation and changes 

 
 

Source: Company Reports, Canaccord Genuity estimates 

Peer Comps 

Based on our estimates, we believe the company trades at a significant discount to 

the Canadian and US peer group, with a 2020E EV/EBITDA multiple of 2.9x. This 

reflects a 50% discount to the Canadian mid-tier average of 5.8x and an ~85% 

discount to the large-cap multiple of 20.2x.  
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Figure 13: Valuation metrics 

 
Source: Canaccord Genuity estimates 

  

Figure 14: Peer comparative analysis 

   
Source: FactSet, Company Reports, Canaccord Genuity estimates 

Sensitivity analysis 

As noted below, our valuation is impacted by our discount rates and terminal growth 

assumptions.  

Figure 15: Discount rate and terminal growth rate sensitivity 

 
Source: Company Reports, Canaccord Genuity estimates 

Company Ticker Share Rating Shares Market EV/EBITDA

Price ($) O/S (M) Cap (M) Calendar 2019 Calendar 2020 Calendar 2019 Calendar 2020

Canopy Growth WEED 41.75 SPEC BUY 387               16,141$    50.2x 21.3x 14.5x 8.4x

Aphria Inc. APH 6.93 SPEC BUY 254               1,759$       8.6x 4.6x 3.3x 1.9x

Aurora Cannabis ACB 7.60 SPEC BUY 1,002           7,615$       37.7x 17.5x 12.8x 7.6x

Cronos Group Inc. CRON 17.06 HOLD 209               3,566$       73.8x 37.5x 23.1x 14.8x

*Tilray TLRY 100.25      NOT RATED 93                 9,333$       367.8x 110.1x 65.3x 28.6x

Large cap average 42.6x 20.2x 13.4x 8.2x

OrganiGram Holdings OGI 4.82 SPEC BUY 141               677$          9.2x 7.3x 3.5x 2.9x

Supreme Cannabis Company FIRE 1.48 SPEC BUY 322               476$          10.1x 6.1x 3.2x 2.3x

Wayland Group Inc. WAYL 1.20 SPEC BUY 217               260$          9.1x 3.3x 1.1x 0.8x

CannTrust TRST 7.79 SPEC BUY 109               853$          21.7x 11.6x 3.8x 2.5x

HEXO Corp. HEXO 5.20 SPEC BUY 247               1,284$       16.8x 11.1x 5.2x 4.1x

Invictus MD GENE 1.12 SPEC BUY 116               130$          4.3x 2.6x 1.5x 1.0x

The Green Organic Dutchman TGOD 3.17 SPEC BUY 322               1,019$       15.0x 4.9x 1.8x 1.1x

Delta 9 Cannabis NINE 1.29 SPEC BUY 94                 121$          3.8x 2.7x 0.8x 0.5x

VIVO Cannabis VIVO 0.88 SPEC BUY 320               282$          9.0x 2.2x 1.6x 0.6x

Mid-tier average 11.0x 5.8x 2.5x 1.8x

IAN + MPX IAN 5.75           SPEC BUY 218               1,255$       13.6x 8.9x 3.3x 2.6x

CannaRoyalty CRZ 6.50           SPEC BUY 74                 482$          11.0x 5.6x 2.5x 1.5x

Trulieve TRUL 10.95        SPEC BUY 110               1,208$       8.5x 7.2x 3.7x 3.1x

Green Thumb Industries GTII 13.30        NOT RATED 147               1,954$       28.2x 8.8x 6.5x 3.1x

Liberty Health Sciences LHS 0.88           SPEC BUY 371               326$          14.5x 6.4x 3.4x 2.0x

Curaleaf CURA 6.55           NOT RATED 509               3,331$       19.9x 7.9x 7.6x 3.9x

Acreage ACRG.U 17.76        NOT RATED 122               2,174$       29.8x 11.3x 6.6x 3.4x

Harvest Health and Recreation HARV 5.99           NOT RATED 278               1,663$       18.2x 4.7x 4.6x 1.9x

Average of U.S. companies 18.0x 7.6x 4.8x 2.7x

Khiron KHRN 1.30          SPEC BUY 85                110$         N/A 2.9x 2.9x 1.1x

Not rated - Based on Consensus

*Tilray estimates in USD, excluded from peer averages

EV/Revenue

13% 12% 11% 10% 9%

3.0% $2.92 $3.22 $3.59 $4.04 $4.64

2.5% $2.87 $3.15 $3.44 $3.86 $4.45

2.0% $2.82 $3.09 $3.36 $3.74 $4.23

1.5% $2.77 $2.98 $3.28 $3.64 $4.09

1.0% $2.73 $2.93 $3.22 $3.56 $3.97

0.5% $2.69 $2.88 $3.16 $3.48 $3.87T
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From an operating perspective, our estimates are also highly dependent on cannabis 

price assumptions, with a 20% change resulting in a 25% change in our valuation. In a 

blue-sky scenario, we estimate potential upside in the range of $7-8/sh for LATAM 

expansion opportunities, wholesale distribution opportunities, and Colombian public 

insurance coverage. 

Figure 16: Change in $/sh on 20% in assumptions  Figure 17: Upside potential 

 

 

 

Source: Company Reports, Canaccord Genuity estimates  Source: Company Reports, Canaccord Genuity estimates 
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Financial statements 

Figure 18: Projected income statement 

 
Source: Company Reports, Canaccord Genuity estimates 

 

Fiscal Year End Dec 31 (C$'000s) 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E

Revenue from cannabis and CPG 228             13,988        54,060        86,514        93,341        88,583        83,238        77,494        73,919        73,889        74,093        

Insured services -               11,025        11,808        12,646        13,544        14,091        14,660        14,954        15,253        15,558        15,869        

Total Revenue 228$           25,013$     65,868$     99,160$     106,885$   102,674$   97,899$     92,447$     89,171$     89,447$     89,962$     

Revenue growth % nfm 163% 51% 8% -4% -5% -6% -4% 0% 1%

Cost of goods sold 64                2,371          7,336          11,712        12,974        13,215        13,401        13,596        13,786        13,965        14,154        

Inventory Expensed to Cost of Sales

FV of change in biological assets -               -               -               -               -               -               -               -               -               -               

Total Production Costs 64$             2,371$        7,336$        11,712$     12,974$     13,215$     13,401$     13,596$     13,786$     13,965$     14,154$     

Gross Margin 164$           22,642$     58,532$     87,448$     93,912$     89,459$     84,498$     78,852$     75,385$     75,482$     75,809$     

Adjusted Gross Margin 164$           22,642$     58,532$     87,448$     93,912$     89,459$     84,498$     78,852$     75,385$     75,482$     75,809$     

Adj. GM% (cannabis and CPG) 72% 83% 86% 86% 86% 85% 84% 82% 81% 81% 81%

General & Administrative 15,258$     17,175$     26,926$     30,155$     30,817$     28,542$     27,527$     26,243$     26,467$     26,952$     27,501$     

Share-based payments 2,683          2,000          2,040          2,081          2,122          2,165          2,208          2,252          2,297          2,343          2,390          

Medical salaries and benefits 1,000          6,053          6,430          6,741          7,068          7,210          7,354          7,361          7,368          7,375          7,383          

Depreciation 105             2,433          3,055          2,537          2,130          1,803          1,539          1,326          1,153          994             867             

Interest Expense -               -               -               -               -               -               -               -               -               -               -               

Income (loss) from operations (18,882)$    (5,017)$      20,080$     45,934$     51,774$     49,740$     45,870$     41,670$     38,100$     37,817$     37,667$     

Adjusted EBITDA (16,094)$    (585)$          25,176$     50,552$     56,026$     53,708$     49,617$     45,248$     41,551$     41,155$     40,924$     

Adj. EBITDA % n/a -2% 38% 51% 52% 52% 51% 49% 47% 46% 45%

  Finance Costs

  Other 10                -               -               -               -               -               -               -               -               -               -               

EBT (18,892)$    (5,017)$      20,080$     45,934$     51,774$     49,740$     45,870$     41,670$     38,100$     37,817$     37,667$     

Income tax expense 2                  1,067          6,920          15,087        16,862        16,229        15,060        13,787        12,709        12,632        12,601        

Net Income (18,894)$    (6,084)$      13,160$     30,847$     34,911$     33,511$     30,810$     27,883$     25,391$     25,185$     25,066$     

Net Income (%) -24% 20% 31% 33% 33% 31% 30% 28% 28% 28%

EPS - Basic (0.35)$         (0.07)$         0.14$          0.34$          0.37$          0.35$          0.32$          0.29$          0.27$          0.26$          0.26$          

EPS -FD (0.35)$         (0.07)$         0.16$          0.36$          0.41$          0.40$          0.36$          0.33$          0.30$          0.30$          0.30$          

# of shares outstanding - Basic 53,231       90,983       91,489       91,489       94,401       95,706       95,706       95,706       95,706       95,706       95,706       

# of share outstanding - FD 53,231       90,983       84,617       84,617       84,617       84,617       84,617       84,617       84,617       84,617       84,617       
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Figure 19: Projected balance sheet 

 
Source: Company Reports, Canaccord Genuity estimates 

 

Fiscal Year End Dec 31 (C$'000s) 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E

Assets

Cash and Cash Equivalents 19,245        11,479        21,860        54,811        96,274        135,780      170,656      201,863      230,428      258,689  286,688  

Accounts Receivable 766              3,173           4,516           6,181           6,274           5,405           5,229           5,017           4,851           4,798      4,798      

Inventory (before FV adj.) 500              1,669           2,126           2,880           3,075           3,162           2,689           2,608           2,636           2,639      2,660      

Other 434              434              434              434              434              434              434              434              434              434          434          

Current Assets 20,945        16,756        28,936        64,305        106,056      144,782      179,008      209,921      238,348      266,561  294,581  

Property, Plant and Equipment, net 5,622           9,756           13,448        11,374        9,746           8,437           7,383           6,528           5,838           5,201      4,694      

Intangibles assets and Goodwill -               -               -               -               -               -               -               -               -               -           -           

Other -               -               -               -               -               -               -               -               -               -           -           

Total Assets 26,567        26,511        42,384        75,679        115,802      153,219      186,390      216,450      244,186      271,762  299,276  

Liabilities

Accounts Payable & Accrued Liabilities 658              1,650           2,322           2,689           2,866           2,780           2,933           2,857           2,905           2,953      3,010      

Current portion of long-term debt -               -               -               -               -               -               -               -               -               -           -           

Current Liabilities 658              1,650           2,322           2,689           2,866           2,780           2,933           2,857           2,905           2,953      3,010      

Long-Term Debt -               -               -               -               -               -               -               -               -               -           -           

Total Liabilities 658              1,650           2,322           2,689           2,866           2,780           2,933           2,857           2,905           2,953      3,010      

Shareholder's Equity

Share Capital 38,913        41,949        41,949        41,949        44,862        46,689        46,689        46,689        46,689        46,689    46,689    

Warrants 6,905           6,905           6,905           6,905           6,905           6,905           6,905           6,905           6,905           6,905      6,905      

Other 2,765           4,765           6,805           8,885           11,008        13,173        15,381        17,633        19,931        22,274    24,664    

Retained Earnings (Deficit) (22,674)       (28,758)       (15,598)       15,250        50,161        83,672        114,482      142,365      167,756      192,941  218,007  

Total Shareholder's Equity 25,910        24,862        40,062        72,990        112,936      150,439      183,457      213,593      241,281      268,809  296,266  

Total Liabilities and Shareholder's Equity 26,567        26,511        42,384        75,679        115,802      153,219      186,390      216,450      244,186      271,762  299,276  
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Figure 20: Statement of cash flows 

 
Source: Company Reports, Canaccord Genuity estimates 

 

 

Fiscal Year End - Dec 31 ('000s C$) 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E 2028E

OPERATING ACTIVITIES

Net profit (loss) for the period (18,894) (6,084) 13,160 30,847 34,911 33,511 30,810 27,883 25,391 25,185 25,066

Adjustments for non-cash items

Amortization 80             2,433        3,055        2,537        2,130        1,803        1,539        1,326        1,153      994            867          

Share based compensation 2,739        2,000        2,040        2,081        2,122        2,165        2,208        2,252        2,297      2,343         2,390      

Changes in working capital

Accounts Receivable (479)          (2,408)       (1,343)       (1,665)       (93)            869           176           212           166          52              (0)             

Inventory (before FV adj.) (500)          (1,169)       (457)          (754)          (195)          (88)            473           81             (28)           (4)               (21)           

Biological Assets -            -            -            -            -            -            -            -            -           -             -           

Accounts Payable & Accrued Liabilities (47)            992           672           367           177           (86)            153           (76)            48            48              57            

Other current assets 124           -            -            -            -            -            -            -            -           -             -           

Investment in working capital (901)          (2,584)       (1,128)       (2,051)       (111)          695           803           218           186          96              36            

Cash from Operations (16,976) (4,236) 17,128 33,414 39,053 38,174 35,360 31,679 29,028 28,619 28,359

FINANCING ACTIVITIES

Shares/warrants issued for cash 40,343     3,036        -            -            2,913        1,827        -            -            -           -             -           

Proceeds (repayment) of debt -            -            -            -            -            -            -            -            -           -             -           

Other -            -            -            -            -            -            -            -            -           -             -           

Cash from Financing 40,343     3,036        -            -            2,913        1,827        -            -            -           -             -           

INVESTING ACTIVITIES

Purchase of PP&E (5,459)       (6,566)       (6,747)       (463)          (502)          (494)          (485)          (471)          (463)         (357)           (360)         

Other -            -            -            -            -            -            -            -            -           -             -           

Cash from Investing (5,459) (6,566) (6,747) (463) (502) (494) (485) (471) (463) (357) (360)

Increase in cash and cash equivalents 17,907 (7,766) 10,380 32,951 41,463 39,507 34,876 31,207 28,565 28,262 27,999

Cash and cash equivalents, beginning of year 1,810 19,245 11,479 21,860 54,811 96,274 135,780 170,656 201,863 230,428 258,689

Changes in FX (472) 0 0 0 0 0 0 0 0 0 0

Cash and cash equivalents, end of year 19,245 11,479 21,860 54,811 96,274 135,780 170,656 201,863 230,428 258,689 286,688
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Each authoring analyst of Canaccord Genuity whose name appears on the front page of this research hereby certifies that (i) the
recommendations and opinions expressed in this research accurately reflect the authoring analyst’s personal, independent and
objective views about any and all of the designated investments or relevant issuers discussed herein that are within such authoring
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with a subject company, public appearances and trading securities held by a research analyst account.
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Individuals identified as “Sector Coverage” cover a subject company’s industry in the identified jurisdiction, but are not authoring
analysts of the report.

Investment Recommendation
Date and time of first dissemination: December 10, 2018, 06:13 ET
Date and time of production: December 10, 2018, 06:13 ET
Target Price / Valuation Methodology:
Khiron Life Sciences Corp. - KHRN
Using a sum-of-the-parts DCF model (10-13% discount rate), we estimate a value of ~$3.36/sh, which reflects a target EV of ~$245
million. Our valuation is based off funded capacity, with a small value attributed to sales outside of Colombia.
Risks to achieving Target Price / Valuation:
Khiron Life Sciences Corp. - KHRN
Patient acquisition risk
Khiron’s patient acquisition strategy relies on physicians’ willingness to prescribe medical cannabis, along with patients’ openness
to receiving a cannabis prescription. While we believe the company is targeting good doctor and patient candidates through strategic
alliances and targeted acquisitions, Colombia is an unproven market where acceptance of medical cannabis has yet to be established.
Production risk
As a company, Khiron has not yet commercially cultivated cannabis or produced cannabis extracts. Quality issues could result in reduced
sales and negative brand associations. Additionally, if the company is unable to ramp up production of high quality cannabis, it may not
meet our revenue estimates.
Regulatory risk
Khiron operates in a highly regulated (but nascent) industry where specific regulations have yet to be fully implemented/tested. The
company is reliant on INVIMA approvals to distribute CBD and branded mass marketed prescription products. Failure to receive INVIMA
approvals could result in a significantly smaller distribution network, which could adversely impact our sales projections.
Financial risk
While we believe Khiron is fully funded to meet our current production and revenue estimates, a shortfall in revenues or operating cash
flow could result in the company needing to secure additional financing, which could be dilutive to our current estimates. We expect
Khiron will look to expand its business through additional clinic acquisitions and cultivation capacity expansions. Funding may be at a
high cost or dilutive to our estimates.
ILANS acquisition risk
The ILANS acquisition is a material driver in our valuation but has yet to be finalized. If the acquisition were to fall through, it would have
an adverse impact on our valuation.
Pricing risk
Companies with high-quality production may not achieve the premium pricing that we forecast relative to industry averages and therefore
may not meet our revenue forecasts. In addition, as the industry begins to shift towards a wholesale model, licensees may experience
pricing pressure, which may erode margins.
Foreign exchange risks
Khiron’s functional currency is the Colombian peso, while its share price is denominated in Canadian dollars. With the majority of
revenues and costs denominated in Colombian Pesos, Khiron investors are directly exposed to changes in the underlying currencies.
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Past performance
In line with Article 44(4)(b), MiFID II Delegated Regulation, we disclose price performance for the preceding five years or the whole period
for which the financial instrument has been offered or investment service provided where less than five years. Please note price history
refers to actual past performance, and that past performance is not a reliable indicator of future price and/or performance.

Online Disclosures
Up-to-date disclosures may be obtained at the following website (provided as a hyperlink if this report is being read electronically)
http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx; or by sending a request to Canaccord Genuity Corp. Research, Attn:
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2; or by sending a request
by email to disclosures@cgf.com. The reader may also obtain a copy of Canaccord Genuity’s policies and procedures regarding the
dissemination of research by following the steps outlined above.
General Disclaimers
See “Required Company-Specific Disclosures” above for any of the following disclosures required as to companies referred to in this
report: manager or co-manager roles; 1% or other ownership; compensation for certain services; types of client relationships; research
analyst conflicts; managed/co-managed public offerings in prior periods; directorships; market making in equity securities and related
derivatives. For reports identified above as compendium reports, the foregoing required company-specific disclosures can be found in
a hyperlink located in the section labeled, “Compendium Reports.” “Canaccord Genuity” is the business name used by certain wholly
owned subsidiaries of Canaccord Genuity Group Inc., including Canaccord Genuity LLC, Canaccord Genuity Limited, Canaccord Genuity
Corp., and Canaccord Genuity (Australia) Limited, an affiliated company that is 50%-owned by Canaccord Genuity Group Inc.
The authoring analysts who are responsible for the preparation of this research are employed by Canaccord Genuity Corp. a Canadian
broker-dealer with principal offices located in Vancouver, Calgary, Toronto, Montreal, or Canaccord Genuity LLC, a US broker-dealer
with principal offices located in New York, Boston, San Francisco and Houston, or Canaccord Genuity Limited., a UK broker-dealer with
principal offices located in London (UK) and Dublin (Ireland), or Canaccord Genuity (Australia) Limited, an Australian broker-dealer with
principal offices located in Sydney and Melbourne.
The authoring analysts who are responsible for the preparation of this research have received (or will receive) compensation based upon
(among other factors) the Investment Banking revenues and general profits of Canaccord Genuity. However, such authoring analysts
have not received, and will not receive, compensation that is directly based upon or linked to one or more specific Investment Banking
activities, or to recommendations contained in the research.
Some regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as
a result of publication or distribution of research. This research has been prepared in accordance with Canaccord Genuity’s policy on
managing conflicts of interest, and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is
available upon request.
The information contained in this research has been compiled by Canaccord Genuity from sources believed to be reliable, but (with the
exception of the information about Canaccord Genuity) no representation or warranty, express or implied, is made by Canaccord Genuity,
its affiliated companies or any other person as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not
independently verified the facts, assumptions, and estimates contained herein. All estimates, opinions and other information contained
in this research constitute Canaccord Genuity’s judgement as of the date of this research, are subject to change without notice and are
provided in good faith but without legal responsibility or liability.
From time to time, Canaccord Genuity salespeople, traders, and other professionals provide oral or written market commentary or
trading strategies to our clients and our principal trading desk that reflect opinions that are contrary to the opinions expressed in this
research. Canaccord Genuity’s affiliates, principal trading desk, and investing businesses also from time to time make investment
decisions that are inconsistent with the recommendations or views expressed in this research.
This research is provided for information purposes only and does not constitute an offer or solicitation to buy or sell any designated
investments discussed herein in any jurisdiction where such offer or solicitation would be prohibited. As a result, the designated
investments discussed in this research may not be eligible for sale in some jurisdictions. This research is not, and under no
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or company
that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. This material is prepared for
general circulation to clients and does not have regard to the investment objectives, financial situation or particular needs of any
particular person. Investors should obtain advice based on their own individual circumstances before making an investment decision.
To the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person accepts any liability
whatsoever for any direct or consequential loss arising from or relating to any use of the information contained in this research.
Research Distribution Policy
Canaccord Genuity research is posted on the Canaccord Genuity Research Portal and will be available simultaneously for access by all
of Canaccord Genuity’s customers who are entitled to receive the firm's research. In addition research may be distributed by the firm’s
sales and trading personnel via email, instant message or other electronic means. Customers entitled to receive research may also
receive it via third party vendors. Until such time as research is made available to Canaccord Genuity’s customers as described above,
Authoring Analysts will not discuss the contents of their research with Sales and Trading or Investment Banking employees without prior
compliance consent.
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For further information about the proprietary model(s) associated with the covered issuer(s) in this research report, clients should
contact their local sales representative.
Short-Term Trade Ideas
Research Analysts may, from time to time, discuss “short-term trade ideas” in research reports. A short-term trade idea offers a near-
term view on how a security may trade, based on market and trading events or catalysts, and the resulting trading opportunity that may
be available. Any such trading strategies are distinct from and do not affect the analysts' fundamental equity rating for such stocks. A
short-term trade idea may differ from the price targets and recommendations in our published research reports that reflect the research
analyst's views of the longer-term (i.e. one-year or greater) prospects of the subject company, as a result of the differing time horizons,
methodologies and/or other factors. It is possible, for example, that a subject company's common equity that is considered a long-
term ‘Hold' or 'Sell' might present a short-term buying opportunity as a result of temporary selling pressure in the market or for other
reasons described in the research report; conversely, a subject company's stock rated a long-term 'Buy' or “Speculative Buy’ could be
considered susceptible to a downward price correction, or other factors may exist that lead the research analyst to suggest a sale over
the short-term. Short-term trade ideas are not ratings, nor are they part of any ratings system, and the firm does not intend, and does not
undertake any obligation, to maintain or update short-term trade ideas. Short-term trade ideas are not suitable for all investors and are
not tailored to individual investor circumstances and objectives, and investors should make their own independent decisions regarding
any securities or strategies discussed herein. Please contact your salesperson for more information regarding Canaccord Genuity’s
research.
For Canadian Residents:
This research has been approved by Canaccord Genuity Corp., which accepts sole responsibility for this research and its dissemination
in Canada. Canaccord Genuity Corp. is registered and regulated by the Investment Industry Regulatory Organization of Canada (IIROC)
and is a Member of the Canadian Investor Protection Fund. Canadian clients wishing to effect transactions in any designated investment
discussed should do so through a qualified salesperson of Canaccord Genuity Corp. in their particular province or territory.
For United States Persons:
Canaccord Genuity LLC, a US registered broker-dealer, accepts responsibility for this research and its dissemination in the United States.
This research is intended for distribution in the United States only to certain US institutional investors. US clients wishing to effect
transactions in any designated investment discussed should do so through a qualified salesperson of Canaccord Genuity LLC. Analysts
employed outside the US, as specifically indicated elsewhere in this report, are not registered as research analysts with FINRA. These
analysts may not be associated persons of Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule 2241 and NYSE
Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst
account.
For United Kingdom and European Residents:
This research is distributed in the United Kingdom and elsewhere Europe, as third party research by Canaccord Genuity Limited,
which is authorized and regulated by the Financial Conduct Authority. This research is for distribution only to persons who are Eligible
Counterparties or Professional Clients only and is exempt from the general restrictions in section 21 of the Financial Services and
Markets Act 2000 on the communication of invitations or inducements to engage in investment activity on the grounds that it is being
distributed in the United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) (High Net
Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. This material is not for
distribution in the United Kingdom or elsewhere in Europe to retail clients, as defined under the rules of the Financial Conduct Authority.
For Jersey, Guernsey and Isle of Man Residents:
This research is sent to you by Canaccord Genuity Wealth (International) Limited (CGWI) for information purposes and is not to be
construed as a solicitation or an offer to purchase or sell investments or related financial instruments. This research has been produced
by an affiliate of CGWI for circulation to its institutional clients and also CGWI. Its contents have been approved by CGWI and we are
providing it to you on the basis that we believe it to be of interest to you. This statement should be read in conjunction with your client
agreement, CGWI's current terms of business and the other disclosures and disclaimers contained within this research. If you are in any
doubt, you should consult your financial adviser.
CGWI is licensed and regulated by the Guernsey Financial Services Commission, the Jersey Financial Services Commission and the Isle
of Man Financial Supervision Commission. CGWI is registered in Guernsey and is a wholly owned subsidiary of Canaccord Genuity Group
Inc.
For Australian Residents:
This research is distributed in Australia by Canaccord Genuity (Australia) Limited ABN 19 075 071 466 holder of AFS Licence No
234666. To the extent that this research contains any advice, this is limited to general advice only. Recipients should take into account
their own personal circumstances before making an investment decision. Clients wishing to effect any transactions in any financial
products discussed in the research should do so through a qualified representative of Canaccord Genuity (Australia) Limited. Canaccord
Genuity Wealth Management is a division of Canaccord Genuity (Australia) Limited.
For Hong Kong Residents:
This research is distributed in Hong Kong by Canaccord Genuity (Hong Kong) Limited which is licensed by the Securities and Futures
Commission. This research is only intended for persons who fall within the definition of professional investor as defined in the Securities
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and Futures Ordinance. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. Recipients of
this report can contact Canaccord Genuity (Hong Kong) Limited. (Contact Tel: +852 3919 2561) in respect of any matters arising from, or
in connection with, this research.
Additional information is available on request.
Copyright © Canaccord Genuity Corp. 2018 – Member IIROC/Canadian Investor Protection Fund

Copyright © Canaccord Genuity Limited. 2018 – Member LSE, authorized and regulated by the Financial Conduct Authority.

Copyright © Canaccord Genuity LLC 2018 – Member FINRA/SIPC

Copyright © Canaccord Genuity (Australia) Limited. 2018 – Participant of ASX Group, Chi-x Australia and of the NSX. Authorized and
regulated by ASIC.

All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under copyright to Canaccord
Genuity Corp., Canaccord Genuity Limited, Canaccord Genuity LLC or Canaccord Genuity Group Inc. None of the material, nor its
content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any other party, without the prior express written
permission of the entities listed above.
None of the material, nor its content, nor any copy of it, may be altered in any way, reproduced, or distributed to any other party
including by way of any form of social media, without the prior express written permission of the entities listed above.
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Canaccord Genuity is the global capital markets group of Canaccord Genuity Group Inc. (CF : TSX)
The recommendations and opinions expressed in this research report accurately reflect the research analyst's personal, independent and objective views about any and all
the companies and securities that are the subject of this report discussed herein.

Canadian Equity Research
3 December 2018

SPECULATIVE BUY
PRICE TARGET C$3.40
Price (30-Nov)
Ticker

C$1.48
KHRN-TSXV

52-Week Range (C$): 0.76 - 4.00
Avg Daily Vol (000s)  : 842.58
Shares Out. (M)  : 65.4
Market Cap  (C$M): 96.8
Dividend /Shr  (C$): 0.00
Dividend Yield (%)  : 0.0
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Khiron Life Sciences Corp. is a Canadian-listed,
vertically integrated medical cannabis company with
its core operations in Colombia. Khiron combines
leading international scientific expertise, agricultural
advantages, and branded product market entrance
experience to address the unmet medical needs in a
market of over 620 million people in Latin America.

Kimberly Hedlin, CPA, CMA | Associate Analyst |  Canaccord Genuity Corp. (Canada) |  khedlin@canaccordgenuity.com |
 1.403.508.3854

Company Update

Supplements approved for Mexican distribution
Khiron announced the approval of three supplements targeting sleep, digestion and
stress, in the Mexican market. In our view, this is a significant development, which allows
Khiron to enter the nascent Mexican market, which we believe has limited competition at
this point in time. We expect the company’s Colombian celebrity spokesperson, Catalina
Aristizábal, to endorse the new products. Key points as follows.
• Khiron’s wholly-owned subsidiary (Kuida Life Mexico S.A.) has received approval from

Mexico's Federal Commission for the Protection against Sanitary Risk (COFEPRIS) to
import and commercialize three new products of the company’s nutraceutical line.

• The three initial products approved by COFEPRIS include; a CBD (cannabidiol) based
formulation designed to help promote sleep; a CBD based food supplement designed
as a digestive aide; and a CBD based supplement that is formulated to help promote
the body's recovery following periods of exertion and stress.

• The new products have been developed under Khiron's wellness business unit,
which is focused on offering the full benefits of cannabis for consumers across Latin
America.

• With a population of over 120 million people, Mexicans are relatively heavy
supplement users, having the largest per capita consumption of dietary supplements
in Latin America. At the end of 2016 the market value of this sector in Mexico alone
was US$550M, growing at 13.4% since 2011 (Source: Euromonitor).

• Khiron has a distribution deal with Farmalisto, a leading digital drugstore in the region.

Upcoming catalysts
Khiron has a number of near-term potential catalysts, including commercial THC quotas
and cultivation (Q4/18E), cannabis sales (H1/19E), Kuida sales figures, and ILANS
patient conversions. Otherwise, we see potential "blue-sky" upside of over ~$7/sh to
our target from potential longer-term catalysts, including cannabis health insurance
coverage, local and international expansions, and wholesale distribution agreements.
Should North American cannabis import markets open up, we believe Khiron would
be well positioned given its inherent cost advantages and product development focus.
Moreover, we believe potential modifications to facilities could position Khiron for
derivative exports into Europe.

Valuation
Following the exercise of warrants, Khiron has $24.9 million in cash to execute its
growth strategy in LATAM. Using a sum-of-the-parts DCF model (10-13% WACC), we
estimate a fully-funded value of ~$3.44/sh, which forms the basis of our $3.40/share
target. Our target reflects an EV of $250 million, which is in line with recent regional
transactions. Khiron currently trades at a 2020E EV/EBITDA multiple of 3.3x, which is a
significant discount to Canadian mid-tier trading multiples of ~7.6x; given Khiron's early
entry into LATAM, we do not believe the stock should trade at a discount. We maintain
our SPECULATIVE BUY rating owing to Khiron’s attractive valuation, LATAM first-mover
advantage, expansion upside, and potential catalysts. We believe a 'Speculative' rating
is appropriate given Khiron's pre-revenue status and the risks associated with cannabis
pricing and sales volumes in LATAM.

For important information, please see the Important Disclosures beginning on page 2 of this document.



Appendix: Important Disclosures
Analyst Certification
Each authoring analyst of Canaccord Genuity whose name appears on the front page of this research hereby certifies that (i) the
recommendations and opinions expressed in this research accurately reflect the authoring analyst’s personal, independent and
objective views about any and all of the designated investments or relevant issuers discussed herein that are within such authoring
analyst’s coverage universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, related to the
specific recommendations or views expressed by the authoring analyst in the research.
Analysts employed outside the US are not registered as research analysts with FINRA. These analysts may not be associated persons of
Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule 2241 and NYSE Rule 472 restrictions on communications
with a subject company, public appearances and trading securities held by a research analyst account.
Sector Coverage
Individuals identified as “Sector Coverage” cover a subject company’s industry in the identified jurisdiction, but are not authoring
analysts of the report.

Investment Recommendation
Date and time of first dissemination: December 03, 2018, 10:10 ET
Date and time of production: December 03, 2018, 10:10 ET
Target Price / Valuation Methodology:
Khiron Life Sciences Corp. - KHRN
Using a sum-of-the-parts DCF model (10-13% discount rate), we estimate a value of ~$3.44/sh, which reflects potential upside of
~150% and a target EV of $248 million. Our valuation is based off funded capacity, with a small value attributed to sales outside of
Colombia.
Risks to achieving Target Price / Valuation:
Khiron Life Sciences Corp. - KHRN
Patient acquisition risk
Khiron’s patient acquisition strategy relies on physicians’ willingness to prescribe medical cannabis, along with patients’ openness
to receiving a cannabis prescription. While we believe the company is targeting good doctor and patient candidates through strategic
alliances and targeted acquisitions, Colombia is an unproven market where acceptance of medical cannabis has yet to be established.
Production risk
As a company, Khiron has not yet commercially cultivated cannabis or produced cannabis extracts. Quality issues could result in reduced
sales and negative brand associations. Additionally, if the company is unable to ramp up production of high quality cannabis, it may not
meet our revenue estimates.
Regulatory risk
Khiron operates in a highly regulated (but nascent) industry where specific regulations have yet to be fully implemented/tested. The
company is reliant on INVIMA approvals to distribute CBD and branded mass marketed prescription products. Failure to receive INVIMA
approvals could result in a significantly smaller distribution network, which could adversely impact our sales projections.
Financial risk
While we believe Khiron is fully funded to meet our current production and revenue estimates, a shortfall in revenues or operating cash
flow could result in the company needing to secure additional financing, which could be dilutive to our current estimates. We expect
Khiron will look to expand its business through additional clinic acquisitions and cultivation capacity expansions. Funding may be at a
high cost or dilutive to our estimates.
ILANS acquisition risk
The ILANS acquisition is a material driver in our valuation but has yet to be finalized. If the acquisition were to fall through, it would have
an adverse impact on our valuation.
Pricing risk
Companies with high-quality production may not achieve the premium pricing that we forecast relative to industry averages and therefore
may not meet our revenue forecasts. In addition, as the industry begins to shift towards a wholesale model, licensees may experience
pricing pressure, which may erode margins.
Foreign exchange risks
Khiron’s functional currency is the Colombian peso, while its share price is denominated in Canadian dollars. With the majority of
revenues and costs denominated in Colombian Pesos, Khiron investors are directly exposed to changes in the underlying currencies.
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Distribution of Ratings:
Global Stock Ratings (as of 12/03/18)
Rating Coverage Universe IB Clients

# % %
Buy 568 64.04% 46.48%
Hold 198 22.32% 31.31%
Sell 8 0.90% 25.00%
Speculative Buy 113 12.74% 64.60%

887* 100.0%
*Total includes stocks that are Under Review

Canaccord Genuity Ratings System
BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.

HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.

SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer.
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the designated investment or the
relevant issuer.
Risk Qualifier
SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental criteria. Investments in the
stock may result in material loss.

12-Month Recommendation History (as of date same as the Global Stock Ratings table)
A list of all the recommendations on any issuer under coverage that was disseminated during the preceding 12-month period
may be obtained at the following website (provided as a hyperlink if this report is being read electronically) http://disclosures-
mar.canaccordgenuity.com/EN/Pages/default.aspx

Required Company-Specific Disclosures (as of date of this publication)
Khiron Life Sciences Corp. currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated companies. During
this period, Canaccord Genuity or its affiliated companies provided investment banking services to Khiron Life Sciences Corp..
In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for Investment Banking services from
Khiron Life Sciences Corp. .
In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead manager or co-manager of
a public offering of securities of Khiron Life Sciences Corp. or any publicly disclosed offer of securities of Khiron Life Sciences Corp. or in
any related derivatives.
Canaccord Genuity or one or more of its affiliated companies intend to seek or expect to receive compensation for Investment Banking
services from Khiron Life Sciences Corp. in the next three months.

Khiron Life Sciences Corp. Rating History as of 11/30/2018
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Past performance
In line with Article 44(4)(b), MiFID II Delegated Regulation, we disclose price performance for the preceding five years or the whole period
for which the financial instrument has been offered or investment service provided where less than five years. Please note price history
refers to actual past performance, and that past performance is not a reliable indicator of future price and/or performance.

Online Disclosures
Up-to-date disclosures may be obtained at the following website (provided as a hyperlink if this report is being read electronically)
http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx; or by sending a request to Canaccord Genuity Corp. Research, Attn:
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2; or by sending a request
by email to disclosures@canaccordgenuity.com. The reader may also obtain a copy of Canaccord Genuity’s policies and procedures
regarding the dissemination of research by following the steps outlined above.
General Disclaimers
See “Required Company-Specific Disclosures” above for any of the following disclosures required as to companies referred to in this
report: manager or co-manager roles; 1% or other ownership; compensation for certain services; types of client relationships; research
analyst conflicts; managed/co-managed public offerings in prior periods; directorships; market making in equity securities and related
derivatives. For reports identified above as compendium reports, the foregoing required company-specific disclosures can be found in
a hyperlink located in the section labeled, “Compendium Reports.” “Canaccord Genuity” is the business name used by certain wholly
owned subsidiaries of Canaccord Genuity Group Inc., including Canaccord Genuity LLC, Canaccord Genuity Limited, Canaccord Genuity
Corp., and Canaccord Genuity (Australia) Limited, an affiliated company that is 50%-owned by Canaccord Genuity Group Inc.
The authoring analysts who are responsible for the preparation of this research are employed by Canaccord Genuity Corp. a Canadian
broker-dealer with principal offices located in Vancouver, Calgary, Toronto, Montreal, or Canaccord Genuity LLC, a US broker-dealer
with principal offices located in New York, Boston, San Francisco and Houston, or Canaccord Genuity Limited., a UK broker-dealer with
principal offices located in London (UK) and Dublin (Ireland), or Canaccord Genuity (Australia) Limited, an Australian broker-dealer with
principal offices located in Sydney and Melbourne.
The authoring analysts who are responsible for the preparation of this research have received (or will receive) compensation based upon
(among other factors) the Investment Banking revenues and general profits of Canaccord Genuity. However, such authoring analysts
have not received, and will not receive, compensation that is directly based upon or linked to one or more specific Investment Banking
activities, or to recommendations contained in the research.
Some regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as
a result of publication or distribution of research. This research has been prepared in accordance with Canaccord Genuity’s policy on
managing conflicts of interest, and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is
available upon request.
The information contained in this research has been compiled by Canaccord Genuity from sources believed to be reliable, but (with the
exception of the information about Canaccord Genuity) no representation or warranty, express or implied, is made by Canaccord Genuity,
its affiliated companies or any other person as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not
independently verified the facts, assumptions, and estimates contained herein. All estimates, opinions and other information contained
in this research constitute Canaccord Genuity’s judgement as of the date of this research, are subject to change without notice and are
provided in good faith but without legal responsibility or liability.
From time to time, Canaccord Genuity salespeople, traders, and other professionals provide oral or written market commentary or
trading strategies to our clients and our principal trading desk that reflect opinions that are contrary to the opinions expressed in this
research. Canaccord Genuity’s affiliates, principal trading desk, and investing businesses also from time to time make investment
decisions that are inconsistent with the recommendations or views expressed in this research.
This research is provided for information purposes only and does not constitute an offer or solicitation to buy or sell any designated
investments discussed herein in any jurisdiction where such offer or solicitation would be prohibited. As a result, the designated
investments discussed in this research may not be eligible for sale in some jurisdictions. This research is not, and under no
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or company
that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. This material is prepared for
general circulation to clients and does not have regard to the investment objectives, financial situation or particular needs of any
particular person. Investors should obtain advice based on their own individual circumstances before making an investment decision.
To the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person accepts any liability
whatsoever for any direct or consequential loss arising from or relating to any use of the information contained in this research.
Research Distribution Policy
Canaccord Genuity research is posted on the Canaccord Genuity Research Portal and will be available simultaneously for access by all
of Canaccord Genuity’s customers who are entitled to receive the firm's research. In addition research may be distributed by the firm’s
sales and trading personnel via email, instant message or other electronic means. Customers entitled to receive research may also
receive it via third party vendors. Until such time as research is made available to Canaccord Genuity’s customers as described above,
Authoring Analysts will not discuss the contents of their research with Sales and Trading or Investment Banking employees without prior
compliance consent.
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For further information about the proprietary model(s) associated with the covered issuer(s) in this research report, clients should
contact their local sales representative.
Short-Term Trade Ideas
Research Analysts may, from time to time, discuss “short-term trade ideas” in research reports. A short-term trade idea offers a near-
term view on how a security may trade, based on market and trading events or catalysts, and the resulting trading opportunity that may
be available. Any such trading strategies are distinct from and do not affect the analysts' fundamental equity rating for such stocks. A
short-term trade idea may differ from the price targets and recommendations in our published research reports that reflect the research
analyst's views of the longer-term (i.e. one-year or greater) prospects of the subject company, as a result of the differing time horizons,
methodologies and/or other factors. It is possible, for example, that a subject company's common equity that is considered a long-
term ‘Hold' or 'Sell' might present a short-term buying opportunity as a result of temporary selling pressure in the market or for other
reasons described in the research report; conversely, a subject company's stock rated a long-term 'Buy' or “Speculative Buy’ could be
considered susceptible to a downward price correction, or other factors may exist that lead the research analyst to suggest a sale over
the short-term. Short-term trade ideas are not ratings, nor are they part of any ratings system, and the firm does not intend, and does not
undertake any obligation, to maintain or update short-term trade ideas. Short-term trade ideas are not suitable for all investors and are
not tailored to individual investor circumstances and objectives, and investors should make their own independent decisions regarding
any securities or strategies discussed herein. Please contact your salesperson for more information regarding Canaccord Genuity’s
research.
For Canadian Residents:
This research has been approved by Canaccord Genuity Corp., which accepts sole responsibility for this research and its dissemination
in Canada. Canaccord Genuity Corp. is registered and regulated by the Investment Industry Regulatory Organization of Canada (IIROC)
and is a Member of the Canadian Investor Protection Fund. Canadian clients wishing to effect transactions in any designated investment
discussed should do so through a qualified salesperson of Canaccord Genuity Corp. in their particular province or territory.
For United States Persons:
Canaccord Genuity LLC, a US registered broker-dealer, accepts responsibility for this research and its dissemination in the United States.
This research is intended for distribution in the United States only to certain US institutional investors. US clients wishing to effect
transactions in any designated investment discussed should do so through a qualified salesperson of Canaccord Genuity LLC. Analysts
employed outside the US, as specifically indicated elsewhere in this report, are not registered as research analysts with FINRA. These
analysts may not be associated persons of Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule 2241 and NYSE
Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst
account.
For United Kingdom and European Residents:
This research is distributed in the United Kingdom and elsewhere Europe, as third party research by Canaccord Genuity Limited,
which is authorized and regulated by the Financial Conduct Authority. This research is for distribution only to persons who are Eligible
Counterparties or Professional Clients only and is exempt from the general restrictions in section 21 of the Financial Services and
Markets Act 2000 on the communication of invitations or inducements to engage in investment activity on the grounds that it is being
distributed in the United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) (High Net
Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. This material is not for
distribution in the United Kingdom or elsewhere in Europe to retail clients, as defined under the rules of the Financial Conduct Authority.
For Jersey, Guernsey and Isle of Man Residents:
This research is sent to you by Canaccord Genuity Wealth (International) Limited (CGWI) for information purposes and is not to be
construed as a solicitation or an offer to purchase or sell investments or related financial instruments. This research has been produced
by an affiliate of CGWI for circulation to its institutional clients and also CGWI. Its contents have been approved by CGWI and we are
providing it to you on the basis that we believe it to be of interest to you. This statement should be read in conjunction with your client
agreement, CGWI's current terms of business and the other disclosures and disclaimers contained within this research. If you are in any
doubt, you should consult your financial adviser.
CGWI is licensed and regulated by the Guernsey Financial Services Commission, the Jersey Financial Services Commission and the Isle
of Man Financial Supervision Commission. CGWI is registered in Guernsey and is a wholly owned subsidiary of Canaccord Genuity Group
Inc.
For Australian Residents:
This research is distributed in Australia by Canaccord Genuity (Australia) Limited ABN 19 075 071 466 holder of AFS Licence No
234666. To the extent that this research contains any advice, this is limited to general advice only. Recipients should take into account
their own personal circumstances before making an investment decision. Clients wishing to effect any transactions in any financial
products discussed in the research should do so through a qualified representative of Canaccord Genuity (Australia) Limited. Canaccord
Genuity Wealth Management is a division of Canaccord Genuity (Australia) Limited.
For Hong Kong Residents:
This research is distributed in Hong Kong by Canaccord Genuity (Hong Kong) Limited which is licensed by the Securities and Futures
Commission. This research is only intended for persons who fall within the definition of professional investor as defined in the Securities
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and Futures Ordinance. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. Recipients of
this report can contact Canaccord Genuity (Hong Kong) Limited. (Contact Tel: +852 3919 2561) in respect of any matters arising from, or
in connection with, this research.
Additional information is available on request.
Copyright © Canaccord Genuity Corp. 2018 – Member IIROC/Canadian Investor Protection Fund

Copyright © Canaccord Genuity Limited. 2018 – Member LSE, authorized and regulated by the Financial Conduct Authority.

Copyright © Canaccord Genuity LLC 2018 – Member FINRA/SIPC

Copyright © Canaccord Genuity (Australia) Limited. 2018 – Participant of ASX Group, Chi-x Australia and of the NSX. Authorized and
regulated by ASIC.

All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under copyright to Canaccord
Genuity Corp., Canaccord Genuity Limited, Canaccord Genuity LLC or Canaccord Genuity Group Inc. None of the material, nor its
content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any other party, without the prior express written
permission of the entities listed above.
None of the material, nor its content, nor any copy of it, may be altered in any way, reproduced, or distributed to any other party
including by way of any form of social media, without the prior express written permission of the entities listed above.
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Canaccord Genuity is the global capital markets group of Canaccord Genuity Group Inc. (CF : TSX)
The recommendations and opinions expressed in this research report accurately reflect the research analyst's personal, independent and objective views about any and all
the companies and securities that are the subject of this report discussed herein.

Canadian Equity Research
27 November 2018

SPECULATIVE BUY
PRICE TARGET C$3.40
Price (26-Nov)
Ticker

C$1.34
KHRN-TSXV

52-Week Range (C$): 0.76 - 4.00
Avg Daily Vol (000s)  : 827.32
Shares Out. (M)  : 65.4
Market Cap  (C$M): 87.6
Dividend /Shr  (C$): 0.00
Dividend Yield (%)  : 0.0
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Khiron Life Sciences Corp. is a Canadian-listed,
vertically integrated medical cannabis company with
its core operations in Colombia. Khiron combines
leading international scientific expertise, agricultural
advantages, and branded product market entrance
experience to address the unmet medical needs in a
market of over 620 million people in Latin America.

Kimberly Hedlin, CPA, CMA | Associate Analyst |  Canaccord Genuity Corp. (Canada) |  khedlin@canaccordgenuity.com |
 1.403.508.3854

Company Update

Khiron enters Peru with Kuida product line
Khiron announced today that it has received approvals to commercialize and market its
Kuida CBD cosmeceutical product line in Peru. Highlights are as follows:
• The company received approvals for 4 of 8 Kuida products currently under

commercialization. Approvals were received from Peru's Executive Director of the
Directorate of Medical Devices and Health Products of the General Directorate of
Medications, Supplies and Drugs (DIGEMID).

• The Peruvian entry brings Kuida to a population of 32 million, broadening the products'
total exposure to almost 200 million in Colombia, Peru and Mexico.

• The Chamber of Commerce of Lima (CCL) estimates that the cosmetics and personal
hygiene market is anticipated to experience growth in the range of 6% – 8% in 2018.

• Peru is experiencing strong economic growth of 2.5% GDP and according to the World
Economic Forum has seen competitive gains in recent years making it among the top
ten economies in the region.

• Peru is the sixth country in Latin America to create a legalized medical cannabis
environment, with laws that allow for the production, import and commercial sale of
cannabis for medical use.

Our take: effective execution, with full entry into Peru expected in time
While medical cannabis was legalized in Peru in October 2017, regulations have yet to
be fully developed. As such, we believe Khiron's Kuida approvals demonstrate its ability
to effectively manage a myriad of regulatory complexities in Latin America. We expect
Khiron will look to introduce Colombian imports of medical products in due course and
apply for Peruvian cultivation licences once regulations have firmed up. In the near term,
we are expecting strong Kuida sales in Colombia based on reports from management
and would expect strong sales in Peru in due course.

Upcoming catalysts
As detailed in our initiating report, we see potential "blue-sky" upside of over ~$7/sh
from potential longer-term catalysts, including cannabis health insurance coverage,
local and international expansions, and wholesale distribution agreements. Khiron also
has a number of near-term potential catalysts, including commercial THC quotas and
cultivation (Q4/18E), cannabis sales (H1/19E), Kuida sales figures, and ILANS patient
conversions.

Valuation
Using a sum-of-the-parts DCF model (10-13% WACC), we estimate a value of ~$3.44/
sh, which forms the basis of our $3.40/share target. Our target reflects an EV of $250
million, which is in line with recent regional transactions. Khiron currently trades at a
2020E EV/EBITDA multiple of 2.8x, which is a significant discount to Canadian mid-
tier trading multiples of ~8x. We maintain our Speculative Buy rating owing to Khiron’s
attractive valuation, early entry into LATAM, expansion upside, and potential catalysts.
We believe a 'Speculative' rating is appropriate given Khiron's pre-revenue status and the
risks associated with cannabis pricing and sales volumes in LATAM.

For important information, please see the Important Disclosures beginning on page 2 of this document.

https://canaccordgenuity.bluematrix.com/sellside/EmailDocViewer?mime=pdf&co=Canaccordgenuity&id=replaceme@bluematrix.com&source=mail&encrypt=fc3b6763-0565-46f8-af8e-cef425439939


Appendix: Important Disclosures
Analyst Certification
Each authoring analyst of Canaccord Genuity whose name appears on the front page of this research hereby certifies that (i) the
recommendations and opinions expressed in this research accurately reflect the authoring analyst’s personal, independent and
objective views about any and all of the designated investments or relevant issuers discussed herein that are within such authoring
analyst’s coverage universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, related to the
specific recommendations or views expressed by the authoring analyst in the research.
Analysts employed outside the US are not registered as research analysts with FINRA. These analysts may not be associated persons of
Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule 2241 and NYSE Rule 472 restrictions on communications
with a subject company, public appearances and trading securities held by a research analyst account.
Sector Coverage
Individuals identified as “Sector Coverage” cover a subject company’s industry in the identified jurisdiction, but are not authoring
analysts of the report.

Investment Recommendation
Date and time of first dissemination: November 27, 2018, 09:00 ET
Date and time of production: November 27, 2018, 09:00 ET
Target Price / Valuation Methodology:
Khiron Life Sciences Corp. - KHRN
Using a sum-of-the-parts DCF model (10-13% discount rate), we estimate a value of ~$3.44/sh, which reflects potential upside of
~150% and a target EV of $248 million. Our valuation is based off funded capacity, with a small value attributed to sales outside of
Colombia.
Risks to achieving Target Price / Valuation:
Khiron Life Sciences Corp. - KHRN
Patient acquisition risk
Khiron’s patient acquisition strategy relies on physicians’ willingness to prescribe medical cannabis, along with patients’ openness
to receiving a cannabis prescription. While we believe the company is targeting good doctor and patient candidates through strategic
alliances and targeted acquisitions, Colombia is an unproven market where acceptance of medical cannabis has yet to be established.
Production risk
As a company, Khiron has not yet commercially cultivated cannabis or produced cannabis extracts. Quality issues could result in reduced
sales and negative brand associations. Additionally, if the company is unable to ramp up production of high quality cannabis, it may not
meet our revenue estimates.
Regulatory risk
Khiron operates in a highly regulated (but nascent) industry where specific regulations have yet to be fully implemented/tested. The
company is reliant on INVIMA approvals to distribute CBD and branded mass marketed prescription products. Failure to receive INVIMA
approvals could result in a significantly smaller distribution network, which could adversely impact our sales projections.
Financial risk
While we believe Khiron is fully funded to meet our current production and revenue estimates, a shortfall in revenues or operating cash
flow could result in the company needing to secure additional financing, which could be dilutive to our current estimates. We expect
Khiron will look to expand its business through additional clinic acquisitions and cultivation capacity expansions. Funding may be at a
high cost or dilutive to our estimates.
ILANS acquisition risk
The ILANS acquisition is a material driver in our valuation but has yet to be finalized. If the acquisition were to fall through, it would have
an adverse impact on our valuation.
Pricing risk
Companies with high-quality production may not achieve the premium pricing that we forecast relative to industry averages and therefore
may not meet our revenue forecasts. In addition, as the industry begins to shift towards a wholesale model, licensees may experience
pricing pressure, which may erode margins.
Foreign exchange risks
Khiron’s functional currency is the Colombian peso, while its share price is denominated in Canadian dollars. With the majority of
revenues and costs denominated in Colombian Pesos, Khiron investors are directly exposed to changes in the underlying currencies.
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Distribution of Ratings:
Global Stock Ratings (as of 11/27/18)
Rating Coverage Universe IB Clients

# % %
Buy 566 64.10% 46.47%
Hold 198 22.42% 30.81%
Sell 9 1.02% 33.33%
Speculative Buy 110 12.46% 66.36%

883* 100.0%
*Total includes stocks that are Under Review

Canaccord Genuity Ratings System
BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.

HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.

SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.

NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer.
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the designated investment or the
relevant issuer.
Risk Qualifier
SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental criteria. Investments in the
stock may result in material loss.

12-Month Recommendation History (as of date same as the Global Stock Ratings table)
A list of all the recommendations on any issuer under coverage that was disseminated during the preceding 12-month period
may be obtained at the following website (provided as a hyperlink if this report is being read electronically) http://disclosures-
mar.canaccordgenuity.com/EN/Pages/default.aspx

Required Company-Specific Disclosures (as of date of this publication)
Khiron Life Sciences Corp. currently is, or in the past 12 months was, a client of Canaccord Genuity or its affiliated companies. During
this period, Canaccord Genuity or its affiliated companies provided investment banking services to Khiron Life Sciences Corp..
In the past 12 months, Canaccord Genuity or its affiliated companies have received compensation for Investment Banking services from
Khiron Life Sciences Corp. .
In the past 12 months, Canaccord Genuity or any of its affiliated companies have been lead manager, co-lead manager or co-manager of
a public offering of securities of Khiron Life Sciences Corp. or any publicly disclosed offer of securities of Khiron Life Sciences Corp. or in
any related derivatives.
Canaccord Genuity or one or more of its affiliated companies intend to seek or expect to receive compensation for Investment Banking
services from Khiron Life Sciences Corp. in the next three months.

Khiron Life Sciences Corp. Rating History as of 11/26/2018
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Past performance
In line with Article 44(4)(b), MiFID II Delegated Regulation, we disclose price performance for the preceding five years or the whole period
for which the financial instrument has been offered or investment service provided where less than five years. Please note price history
refers to actual past performance, and that past performance is not a reliable indicator of future price and/or performance.

Online Disclosures
Up-to-date disclosures may be obtained at the following website (provided as a hyperlink if this report is being read electronically)
http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx; or by sending a request to Canaccord Genuity Corp. Research, Attn:
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2; or by sending a request
by email to disclosures@canaccordgenuity.com. The reader may also obtain a copy of Canaccord Genuity’s policies and procedures
regarding the dissemination of research by following the steps outlined above.
General Disclaimers
See “Required Company-Specific Disclosures” above for any of the following disclosures required as to companies referred to in this
report: manager or co-manager roles; 1% or other ownership; compensation for certain services; types of client relationships; research
analyst conflicts; managed/co-managed public offerings in prior periods; directorships; market making in equity securities and related
derivatives. For reports identified above as compendium reports, the foregoing required company-specific disclosures can be found in
a hyperlink located in the section labeled, “Compendium Reports.” “Canaccord Genuity” is the business name used by certain wholly
owned subsidiaries of Canaccord Genuity Group Inc., including Canaccord Genuity LLC, Canaccord Genuity Limited, Canaccord Genuity
Corp., and Canaccord Genuity (Australia) Limited, an affiliated company that is 50%-owned by Canaccord Genuity Group Inc.
The authoring analysts who are responsible for the preparation of this research are employed by Canaccord Genuity Corp. a Canadian
broker-dealer with principal offices located in Vancouver, Calgary, Toronto, Montreal, or Canaccord Genuity LLC, a US broker-dealer
with principal offices located in New York, Boston, San Francisco and Houston, or Canaccord Genuity Limited., a UK broker-dealer with
principal offices located in London (UK) and Dublin (Ireland), or Canaccord Genuity (Australia) Limited, an Australian broker-dealer with
principal offices located in Sydney and Melbourne.
The authoring analysts who are responsible for the preparation of this research have received (or will receive) compensation based upon
(among other factors) the Investment Banking revenues and general profits of Canaccord Genuity. However, such authoring analysts
have not received, and will not receive, compensation that is directly based upon or linked to one or more specific Investment Banking
activities, or to recommendations contained in the research.
Some regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as
a result of publication or distribution of research. This research has been prepared in accordance with Canaccord Genuity’s policy on
managing conflicts of interest, and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is
available upon request.
The information contained in this research has been compiled by Canaccord Genuity from sources believed to be reliable, but (with the
exception of the information about Canaccord Genuity) no representation or warranty, express or implied, is made by Canaccord Genuity,
its affiliated companies or any other person as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not
independently verified the facts, assumptions, and estimates contained herein. All estimates, opinions and other information contained
in this research constitute Canaccord Genuity’s judgement as of the date of this research, are subject to change without notice and are
provided in good faith but without legal responsibility or liability.
From time to time, Canaccord Genuity salespeople, traders, and other professionals provide oral or written market commentary or
trading strategies to our clients and our principal trading desk that reflect opinions that are contrary to the opinions expressed in this
research. Canaccord Genuity’s affiliates, principal trading desk, and investing businesses also from time to time make investment
decisions that are inconsistent with the recommendations or views expressed in this research.
This research is provided for information purposes only and does not constitute an offer or solicitation to buy or sell any designated
investments discussed herein in any jurisdiction where such offer or solicitation would be prohibited. As a result, the designated
investments discussed in this research may not be eligible for sale in some jurisdictions. This research is not, and under no
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or company
that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. This material is prepared for
general circulation to clients and does not have regard to the investment objectives, financial situation or particular needs of any
particular person. Investors should obtain advice based on their own individual circumstances before making an investment decision.
To the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person accepts any liability
whatsoever for any direct or consequential loss arising from or relating to any use of the information contained in this research.
Research Distribution Policy
Canaccord Genuity research is posted on the Canaccord Genuity Research Portal and will be available simultaneously for access by all
of Canaccord Genuity’s customers who are entitled to receive the firm's research. In addition research may be distributed by the firm’s
sales and trading personnel via email, instant message or other electronic means. Customers entitled to receive research may also
receive it via third party vendors. Until such time as research is made available to Canaccord Genuity’s customers as described above,
Authoring Analysts will not discuss the contents of their research with Sales and Trading or Investment Banking employees without prior
compliance consent.
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For further information about the proprietary model(s) associated with the covered issuer(s) in this research report, clients should
contact their local sales representative.
Short-Term Trade Ideas
Research Analysts may, from time to time, discuss “short-term trade ideas” in research reports. A short-term trade idea offers a near-
term view on how a security may trade, based on market and trading events or catalysts, and the resulting trading opportunity that may
be available. Any such trading strategies are distinct from and do not affect the analysts' fundamental equity rating for such stocks. A
short-term trade idea may differ from the price targets and recommendations in our published research reports that reflect the research
analyst's views of the longer-term (i.e. one-year or greater) prospects of the subject company, as a result of the differing time horizons,
methodologies and/or other factors. It is possible, for example, that a subject company's common equity that is considered a long-
term ‘Hold' or 'Sell' might present a short-term buying opportunity as a result of temporary selling pressure in the market or for other
reasons described in the research report; conversely, a subject company's stock rated a long-term 'Buy' or “Speculative Buy’ could be
considered susceptible to a downward price correction, or other factors may exist that lead the research analyst to suggest a sale over
the short-term. Short-term trade ideas are not ratings, nor are they part of any ratings system, and the firm does not intend, and does not
undertake any obligation, to maintain or update short-term trade ideas. Short-term trade ideas are not suitable for all investors and are
not tailored to individual investor circumstances and objectives, and investors should make their own independent decisions regarding
any securities or strategies discussed herein. Please contact your salesperson for more information regarding Canaccord Genuity’s
research.
For Canadian Residents:
This research has been approved by Canaccord Genuity Corp., which accepts sole responsibility for this research and its dissemination
in Canada. Canaccord Genuity Corp. is registered and regulated by the Investment Industry Regulatory Organization of Canada (IIROC)
and is a Member of the Canadian Investor Protection Fund. Canadian clients wishing to effect transactions in any designated investment
discussed should do so through a qualified salesperson of Canaccord Genuity Corp. in their particular province or territory.
For United States Persons:
Canaccord Genuity LLC, a US registered broker-dealer, accepts responsibility for this research and its dissemination in the United States.
This research is intended for distribution in the United States only to certain US institutional investors. US clients wishing to effect
transactions in any designated investment discussed should do so through a qualified salesperson of Canaccord Genuity LLC. Analysts
employed outside the US, as specifically indicated elsewhere in this report, are not registered as research analysts with FINRA. These
analysts may not be associated persons of Canaccord Genuity LLC and therefore may not be subject to the FINRA Rule 2241 and NYSE
Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst
account.
For United Kingdom and European Residents:
This research is distributed in the United Kingdom and elsewhere Europe, as third party research by Canaccord Genuity Limited,
which is authorized and regulated by the Financial Conduct Authority. This research is for distribution only to persons who are Eligible
Counterparties or Professional Clients only and is exempt from the general restrictions in section 21 of the Financial Services and
Markets Act 2000 on the communication of invitations or inducements to engage in investment activity on the grounds that it is being
distributed in the United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) (High Net
Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. This material is not for
distribution in the United Kingdom or elsewhere in Europe to retail clients, as defined under the rules of the Financial Conduct Authority.
For Jersey, Guernsey and Isle of Man Residents:
This research is sent to you by Canaccord Genuity Wealth (International) Limited (CGWI) for information purposes and is not to be
construed as a solicitation or an offer to purchase or sell investments or related financial instruments. This research has been produced
by an affiliate of CGWI for circulation to its institutional clients and also CGWI. Its contents have been approved by CGWI and we are
providing it to you on the basis that we believe it to be of interest to you. This statement should be read in conjunction with your client
agreement, CGWI's current terms of business and the other disclosures and disclaimers contained within this research. If you are in any
doubt, you should consult your financial adviser.
CGWI is licensed and regulated by the Guernsey Financial Services Commission, the Jersey Financial Services Commission and the Isle
of Man Financial Supervision Commission. CGWI is registered in Guernsey and is a wholly owned subsidiary of Canaccord Genuity Group
Inc.
For Australian Residents:
This research is distributed in Australia by Canaccord Genuity (Australia) Limited ABN 19 075 071 466 holder of AFS Licence No
234666. To the extent that this research contains any advice, this is limited to general advice only. Recipients should take into account
their own personal circumstances before making an investment decision. Clients wishing to effect any transactions in any financial
products discussed in the research should do so through a qualified representative of Canaccord Genuity (Australia) Limited. Canaccord
Genuity Wealth Management is a division of Canaccord Genuity (Australia) Limited.
For Hong Kong Residents:
This research is distributed in Hong Kong by Canaccord Genuity (Hong Kong) Limited which is licensed by the Securities and Futures
Commission. This research is only intended for persons who fall within the definition of professional investor as defined in the Securities
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and Futures Ordinance. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. Recipients of
this report can contact Canaccord Genuity (Hong Kong) Limited. (Contact Tel: +852 3919 2561) in respect of any matters arising from, or
in connection with, this research.
Additional information is available on request.
Copyright © Canaccord Genuity Corp. 2018 – Member IIROC/Canadian Investor Protection Fund

Copyright © Canaccord Genuity Limited. 2018 – Member LSE, authorized and regulated by the Financial Conduct Authority.

Copyright © Canaccord Genuity LLC 2018 – Member FINRA/SIPC

Copyright © Canaccord Genuity (Australia) Limited. 2018 – Participant of ASX Group, Chi-x Australia and of the NSX. Authorized and
regulated by ASIC.

All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under copyright to Canaccord
Genuity Corp., Canaccord Genuity Limited, Canaccord Genuity LLC or Canaccord Genuity Group Inc. None of the material, nor its
content, nor any copy of it, may be altered in any way, or transmitted to or distributed to any other party, without the prior express written
permission of the entities listed above.
None of the material, nor its content, nor any copy of it, may be altered in any way, reproduced, or distributed to any other party
including by way of any form of social media, without the prior express written permission of the entities listed above.
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