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On the Proforma Math Post Produce Spin-Off 
We rate VFF Overweight. We attach our updated estimates post spin-off. The company closed the 
transactions for the partial spin of its produce assets on 5/30, and last night disclosed proforma 
numbers (8-K filed 6/5); roughly about 85% of CY24 produce revenues were span (VFF received a 
$40Mn cash payment and will own a 37.9% stake in an entity called Vanguard Food; for more detail 
see below and our report from 5/12). While the proforma data did not bring major surprises, we 
estimate that at the intraday share price of US$1.21, the stock trades at only 2.2x our CY26 EBITDA 
estimate. We do not set price targets but at a conservative 10x EBITDA, the stock would trade north 
of $4. Note: All $ figures are in US$ unless noted otherwise. 

On the Proforma Valuation 
We rate VFF Overweight. VFF shares have rallied 2.2x since the company announced the spin-off 
of the bulk of its produce assets on 5/12 before the market open. At US$1.21,  

• EV Math: We calculate a spot proforma EV of $135Mn, resulting from $137Mn in market
cap (share price of $1.21; share count of 112.3mn plus RSUs), proforma net cash of $10Mn
(Mar’25 net debt of $29Mn minus a net $39Mn cash inflow), net leases of $2Mn, minority
interest (at BV) of $10Mn, and then we adjust for the $3.5Mn value of the equity stake in
VF (see appendix).

• EV/Sales multiple: With VFF consolidated proforma sales of $193Mn (CY24 $336.2Mn
total sales reported less $143.5Mn of produce revenues span off), the new spot EV/Sales
(CY24) multiple would be 0.7x.  Despite the stock run-up, the valuation is still well below
comparable peers: CGC is at 2.1x; the likes of Aurora, Auxly, and Cannara, are all in the
1.3-1.5x range; Decibel and OGI are near 1x (TLRY is at 0.7x; SNDL 0.3x). Comparisons on
EBITDA are less useful given few LPs generate positive EBITDA.

• On EBITDA. The company did not provide proforma EBITDA but based on EBIT disclosure
(reported EBIT of -$23.6Mn for CY24 is -$18.7Mn on a proforma basis), we estimate CY24
proforma EBITDA would be close to $10Mn vs. $1.8Mn disclosed. But the investment
story here is more about forward EBITDA. Also, we note that cannabis segment EBITDA
(before corporate expenses) reported for 1Q25 of $6.7M was as big as that for all of CY24
($7.3Mn). In our view, that reflects the margin accretion from international sales, a more
stable pricing climate in Canada, and the company’s own pivot in Canadian rec (away from
the value end).

• Forward numbers. We project EBITDA in the $40-45Mn range by 2026 (cannabis >$40Mn;
Leli Holland $9Mn; hemp at break-even; around $8Mn in corporate expenses), which
would put the stock at 3x EBITDA, taking the spot proforma EV of $135Mn. If we took our
forward EV, the valuation would even be lower (as EV drops given projected positive FCF),
or around 2x (see appendix).
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• Rationale for a valuation premium. Among some of the reasons why VFF screens well vs. 
peers, we would mention: international medical cannabis upside; the Dutch pilot; top 3
position in Canada rec with a low production cost structure; EBITDA and operating cash
flow positive; unlevered balance sheet.

• Consumer comps: For context, EBITDA multiples for slower growth CPG stocks are at 12x,
on average, with MNST the outlier at 24x (the larger more established CPG stocks are in
the mid/high teens). Given the much higher growth prospects of global cannabis stocks,
we think EBITDA multiples >25x make sense, for the companies with sustainable business
models. If we were put 25x on our CY26 estimates, VFF would trade at US$10 (north of
US$4 if taking 10x). We do not set price targets, but that should give a sense of the upside.

Table 1: Stock Performance 

Source: Z&A 

On the June 5th Disclosure (per 8-K) 
We highlight the following, 

• The proforma B/S as of 3/31/25 reflects cash proceeds of $40Mn after purchase price
adjustments ($1Mn) relating to estimated net working capital and giving effect to $5Mn
placed in escrow (shown as restricted cash) for one year to secure the Vanguard Food (VF)
sellers’ indemnification obligations under transaction agreement (closed on 5/30/285)
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and the estimate fair value of the VFF 37.9% equity stake in VF of $3.53Mn (shown in the 
B/S as equity method investment). All this partially offset by $3Mn accrual for transaction 
costs; $1Mn accrual for expected capex; a $5Mn repayment of the company’s revolving 
credit facility; and a $3Mn repayment with a Canadian creditor. 

• We were only given B/S as of 3/31/25 and consolidated P&L statements for 3/31/25, 
12/31/24 and 12/31/24. But there was not EBITDA split provided or cash flow statements. 
We show the proforma disclosure in the appendix. There was no split either of D&A, or 
an explanation of much of corporate expenses go to Vanguard Food. 

• In terms of produce revenue spun off, this was 99.9% for 1Q25, 85% for CY24 and 83% for 
CY23. But 1Q25 gross profit for produce kept was -$1.48Mn on $51K of revenues (Mar qtr 
for the Canadian unit is low in terms of sales). Produce kept EBIT in 1Q25 was -$1.9Mn vs. 
-$7.2Mn reported. 

Brief Reminder About the Transactions 
By privatizing part of its produce assets (a portion accounting for 85% of produce revenue, but a 
source of distraction and volatile EBITDA), for a $40Mn cash inflow (note the VFF market cap was 
$79Mn before the transaction was announced on 5/9) plus a 38% equity stake in a new external 
entity, while keeping US optionality, the valuation case in VFF becomes even more compelling. Key 
points, 

• The transaction to privatize the majority of its fresh produce business closed on 5/30/25. 

• VFF privatized its Texas-based, 40-acre Marfa II and 40-acre Fort Davis greenhouse assets, 
plus all of its produce-related intellectual property, with the exception of the Village 
Farms name, and transferred all of its produce distribution facilities, employees and 
operational control of these facilities to Vanguard Food.  

• VFF will continue to own its 30-acre Monahans greenhouse facility in Texas, and it will 
own and lease its 20-acre Marfa I greenhouse facility in Texas to Vanguard. The Marfa I 
facility is currently expandable to 40-acres and is adjacent to 950 acres of unoccupied land 
owned by Village Farms available for future expansion (“retaining significant long-term 
optionality for potential future cannabis expansion in the US”).  

• In Canada, Village Farms will continue to own and operate its 60-acre Delta 1 greenhouse, 
25-acre Delta 2 greenhouse, and 25-acre Delta 3 greenhouse, each of which are located 
in Delta, British Columbia. Village Farms will enter into service and supply agreements 
with Vanguard Food for fresh produce production in Delta, which will continue supplying 
produce for Vanguard for a multi-year term. The Delta 1 greenhouse generated ~$25Mn 
in fresh produce sales in fiscal year 2024. 

• Village Farms received $40 million in cash proceeds and own a 37.9% equity ownership 
interest in Vanguard Food. The latter is expected to be backstopped by additional capital 
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commitments to execute an M&A roll-up strategy of other produce brands and assets in 
North America. 

Table 2: Companies mentioned in this report. 

 
Source: Z&A 
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Appendix I: Company Financials 
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Exhibit 1: Consolidated Highlights (not factoring produce spin) 

 
Source: Z&A estimates, company reports 
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Exhibit 2: Divisional Split 

 
Source: Z&A estimates, company reports Note: We do not factor a $4Mn one off gain due to a seed settlement (produce) to be reported in 2Q25 (disclosed in subsequent events in the 1Q25 10-Q). 
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Exhibit 3: Cannabis Projections 

 
Source: Z&A estimates, Hifyre, StatCan, company reports 
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Exhibit 4: Cash Flow 

 
Source: Z&A estimates, company reports 
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Exhibit 5: Project EV and Projected Multiples 

 
Source: Z&A estimates, company reports 
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Exhibit 6: Proforma P&L 

 
Source: Z&A estimates, company reports 
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Exhibit 7: Proforma Divisional Split 

 
Source: Z&A estimates, company reports Zua
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Exhibit 8: Proforma B/S 

 
Source: Z&A estimates, company reports 
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Appendix II: Valuation Comps 
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Exhibit 9: Canada LPs - Valuation Multiples (consolidated multiples; not factoring VFF produce spin) 

 
Source: FactSet and company reports 
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Exhibit 10: Canada LPs - EV Calculations (based on spot EV; not the same as forward EV) 

 
Source: FactSet and company reports 
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Exhibit 11: Stock Performance 

  
Source: FactSet 
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Appendix III: Bio and Disclaimers 
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Analyst Bio 
 

Pablo Zuanic is a well-known and highly rated equity analyst following the cannabis and psychedelics sector. Over the past five years he launched coverage of over 
40 companies in the US, Canada, and overseas (MSOs, LPs, CBD, ancillary, psychedelics), kept close track of sectoral trends, and followed the reform process in 
the US and elsewhere. His firm Zuanic & Associates publishes equity research on the cannabis and psychedelics sectors, both from a macro/sectoral level in a 
thematic manner, as well as specific reports on listed stocks. The research service is aimed at institutional investors and corporations. The firm is also available for 
short-term consulting and research advisory projects. At various points in his career, Pablo was II ranked and called as expert witness in industry investigations. 
He has a deep global background having covered stocks over the past 20 years in the US, Europe, Latin America, and Asia, across consumer sub sectors. Prior 
employers include JP Morgan, Barings, and Cantor Fitzgerald. An MBA graduate of Harvard Business School, he started his career as a management consultant, 
which brings a strategic mindset to his approach to equity research. Pablo Zuanic can be contacted via the company’s portal www.zuanicassociates.com; via email 
pablo.zuanic@zuanicgroup.com; or via X @420Odysseus. 
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Disclosures and Disclaimers 
 

About the firm: Zuanic & Associates is a domestic limited liability company (LLC) registered in the state of New Jersey. The company’s registered address is Five Greentree Centre, 525 Route 73, N 
Suite 104, Marlton, New Jersey 08053, USA. Pablo Zuanic is the registered agent. The firm publishes equity research on selected stocks in the cannabis and psychedelics sector, as well as thematic 
macro industry notes. The firm also provides consulting and advisory services. Potential conflicts of interest are duly reflected in the respective specific company reports.  

Analyst Certification: The publishing analyst, whose name appears on the front page of this report, certifies that the views expressed in this independent research report accurately reflects his 
personal views about the subject securities or issuers discussed in this report. His opinions and estimates are based on his best judgement at the time of publication and are subject to change without 
notice. As per the company’s policy, the author of this report does not own shares in any company he covers. 

Other: This report is for use by professional and or institutional investors only, and it is deemed impersonal investment advice, published on a bona fide and regular basis. This report is for informational 
purposes only and is based on publicly available data believed to be reliable, but no representation is made whether such data are accurate or complete. As such, this report should not be regarded 
by its recipients as a substitute for obtaining independent investment advice and/or exercise of their own judgement. When making an investment decision this information should be viewed as just 
one factor in the investment decision process. Neither the publishing analyst, nor any of the company’s officers and directors, accept any liability for any loss or damage arising out of the use of all or 
any part of the analyst’s research.  

Risks: The financial instruments mentioned in this report may not be suitable for all investors and investors must make their own investment decisions based on their specific investment objectives. 
Past performance should not be taken as an indication or guarantee of future performance. The price, value of and income from, any of the financial instruments featured in this report can rise as 
well as fall and be affected by changes in political, financial, and economic factors. If a financial instrument is denominated in a currency other than the investor's currency, a change in exchange rates 
may adversely affect the price or value of, or income derived from, the financial instrument, and such investors effectively assume currency risk. 

Disclosure: Zuanic & Associates offers advisory and research services, and it also organizes investor events and conferences. The firm is often engaged by various operators in the cannabis industry 
(both plant touching companies and those providing services, private and public, in North America and overseas) on an ongoing or ad hoc basis. The company discussed in this report is a paying 
customer of the services provided by the firm. 

Copyright: No part of this publication may be reproduced, distributed, or transmitted in any form or by any means, including photocopying, recording, or other electronic or mechanical methods, 
without the prior written permission of the author. 
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