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Thank you to our shareholders for joining us today. 

It is a pleasure to be here delivering our update on operations over the last year and providing 
a look into the next phases of Cannasouth’s evolution. 

 

(Slide 1) Introduction - Building the Foundations 

The global medicinal cannabis industry is complex and highly regulated. 

There is much confusion and misinformation amongst the public, investors, patients and 
prescribers about the sector. 

Firstly, medicinal cannabis products in New Zealand and in many key export markets are 
regulated as pharmaceutical medicines. The common language to describe this 
pharmaceutical standard is Good Manufacturing Practice (GMP) or EU GMP.  

GMP operating standards are high, and so are the barriers to entry.  

To compete in the global medicinal cannabis sector requires significant investment in people, 
facilities, equipment, R&D and Quality Management Systems. This is a pharmaceutical 
business! There are no shortcuts. 

Currently there are only a relatively small number of companies worldwide that have 
cannabis-based ingredients or end products certified to EU GMP.  

Since inception, Cannasouth has focused on building a business to meet these rigorous 
standards and compete globally.  

This development process takes time, but the reward is access to a rapidly growing global 
market. 

Cannasouth has been fortunate to be able to learn from some earlier entrants to the industry 
overseas and been able to observe key markets develop. We have been able to incorporate 
these learnings into our strategy. 

 

(Slide 2) Key learnings include: 

(Slide 2a) Fit For Purpose 

Cannasouth has focused on developing Good Agricultural Collection Practices (GACP) and 
GMP compliant facilities and processes from the beginning.  
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(Slide 2b) Quality Over Scale 

Developing compliant facilities, focusing on meeting New Zealand and global standards first 
and then scaling once key markets are accessed, is a key pillar of Cannasouth’s strategy. 

(Slide 2c) Focused Strategy 

Cannasouth has a clear strategy of developing multiple early revenue streams while at the 
same time investing in commercially focused R&D activities with a science led approach, 
designed to deliver next generation products and valuable IP in this fast-developing area of 
medicine.  

 

(Slide 3) How have we implemented this strategy? 

Firstly, we have built a world class team capable of delivering premium, compliant products 
and developing next generation products and genuine IP. 

Secondly, we have taken the time to develop industry leading, innovative facilities and 
processes with a focus on quality, competitive production costs and sustainability.  

Thirdly, with funding support from Callaghan Innovation we have invested early in a 
commercially focused R&D department that is delivering products and technology that will 
help us achieve our short, medium and long-term objectives. This work will deliver IP that can 
be commercialised by Cannasouth and/or licensed into the global industry.  

We recognise that many patients, investors, and industry observers feel this development 
process is taking too long.  However, this is the pharmaceutical industry and as I said earlier, 
there are no shortcuts. 

Cannasouth has built the necessary foundations which will enable us to become a serious 
global player in the medicinal cannabis industry.  

 

(Slide 4) Key Milestones 

I would now like to run through some of the key milestones achieved during the 2020 calendar 
year, and into this year, as we have progressed through our foundation building journey.  

 

(Slide 5) Oversubscribed Share Purchase Plan 

In May 2020, during the nationwide COVID-19 lockdown, we completed a heavily over-
subscribed Share Purchase Plan (SPP) and wholesale placement capital-raise, raising $6 
million. We are truly grateful for this fantastic support. 
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(Slide 6) Cannasouth Returns Wage Subsidy 

Also in May, as a good corporate citizen, we refunded $85,726 to the New Zealand 
Government for the COVID-19 wage subsidy, even though we were entitled to keep this 
money.  

 

(Slide 7) Supply Agreement with MediPharm Labs 

We successfully concluded a supply agreement with MediPharm Labs, Australia, to import our 
first own brand medicines. This will ensure patients can access quality medicinal cannabis 
while we build our own capability to produce our next generation medicines, end-to-end, 
here in New Zealand.  

 

(Slide 8) Product Assessments Submitted 

In November 2020 we submitted these first three products to the Medicinal Cannabis Agency 
(MCA) for assessment.  

This is a complex process and our quality and regulatory teams have developed real world 
learnings working through this. This will hold us in good stead for any export regulatory 
challenges ahead. We believe establishing a market leading position in New Zealand to be a 
key part of our strategy, this will assist with our local launch of generation 2 products.  

 

(Slide 9) Cannasouth Joins Forces with Vera Cultivation 

During 2020, Cannasouth began construction in earnest of our state-of-the-art cultivation 
facility with JV Partner Cannasouth Cultivation. A large amount of planning went into the 
design concept for this facility. In the pharmaceutical production of cannabis medicines, the 
cannabis flower is the key pillar of quality for the end pharmaceutical product, and a key 
early revenue stream. 

The challenge for us was to construct a facility that could produce premium cannabis flower, 
at industry leading production costs, while also doing so in a more sustainable fashion by 
reducing energy consumption and more readily playing into the New Zealand story. 

A worldwide search came across the controlled environment agriculture (CEA), sealed 
greenhouse approach. This innovative, next generation design gives us a significant 
competitive advantage in the premium flower production market. 

These facilities are highly complex and there are only a small number worldwide. There is very 
little knowledge available on how to design and successfully run them. 

To resolve this problem, we teamed up with Vera Cultivation, based in Colorado, as the leader 
in this space. Vera is successfully operating in one of the most competitive markets for 
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cannabis flower in the USA. In July 2020, we announced a services agreement with Vera, and 
they have supported us with all the design aspects and continue to do so as we move into 
commercial cultivation operations. 

 

(Slide 10) Commercial Licences Granted 

To operate in this new industry requires acquiring newly created commercial licences under 
the Medicinal Cannabis Scheme.  In September we received licences for our operations at 
The Waikato Innovation Park. These include permitted activities of cultivation, manufacture 
and we have recently added a further supply activity. In January this year, Cannasouth 
Cultivation was also granted its commercial operating licence. 

 

(Slide 11) People Led Business 

Cannasouth is a people led business. You can have the most advanced facilities and 
equipment in the industry, but if you don’t have the right people, you have little chance of 
success. 

Cannasouth has made a priority of securing top talent. We believe we have the most 
complete team of any medicinal cannabis company in New Zealand. They truly are world 
class. 

During last year and into 2021 we added some further key hires: 

 

(Slide 12) John Sanders 

As discussed at our last AGM in January 2020, we added experienced CFO Colin Foster, and in 
July we added John Sanders as our Chief Commercial Officer. John has brought with him a 
wealth of experience, including a strong background in healthcare. His roles have included 
senior sales, marketing and general management leadership positions covering over the 
counter and prescription medicines. John is responsible for driving our sales initiatives in key 
export markets and locally, once our first medicines are approved. 

Satish Nand 

In May this year we added highly experienced Satish Nand as the Cannasouth Head of 
Quality for the group. In pharmaceutical production your Quality department is a cornerstone 
of the business, and we are thrilled to add someone with Satish’s experience into this vital role.  

Other key changes include: 
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(Slide 13) Nic Foreman 

The retirement of my fellow co-founder Nic Foreman from his role as Chief Operating Officer 
and Executive Director in October, was a milestone in the companies’ evolution. Nic was a 
driving force in Cannasouth’s establishment, and he cemented the science led approach into 
Cannasouth’s DNA that will ensure our long-term competitive advantage.  

Juliet Hull 

Other governance changes into this year include the addition of Juliet Hull onto the 
Cannasouth Board in February. Juliet brings more than 20 years of working across Asia Pacific 
markets in the dynamic environment of health care. Juliet has worked in sales, marketing and 
leadership roles. Her most recent role was as NZ General Manager/Country Director for 
Johnson & Johnson Medical.  

 

(Slide 14) Conor English 

Today also marks the retirement of Conor English from the Board. I would like to personally 
thank Conor English for his valued contribution to the establishment and development of the 
Cannasouth business to date.  

Christine Pears 

And lastly, at the Governance level, today we have the nomination of Christine Pears who, 
once formally elected by shareholders, will bring valuable experience to the Board covering a 
broad area from finance to horticulture. We look forward to working with Christine. 

 

(Slide 15) Key Financials  

Our Annual Report was released in March this year in which we reported an operating loss of 
$3.5 million for the 2020 financial year as we continued the investment in establishing our 
operations.  

Our Share Purchase Plan and wholesale offer raised over $6 million to fund the businesses 
continued development.  

We are spending wisely. At balance date cash on hand was $9.2 million and our interests in 
our joint ventures totaled $4.2 million. 

 

(Slide 16) Looking Forward – Revenue Generation Clear Pathway 

Now we look to the future for Cannasouth. After successfully creating the foundations of the 
business we can see a clear pathway to generating significant revenues. 
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We have moved through the complex establishment phase with a focused strategy and now 
have various revenue streams on the horizon.  

 

(Slide 17) Premium Cannabis Flower 

The highest priority for the business is now the commissioning and production of the first 
commercial crops from our JV investment in Cannasouth Cultivation.  

The facility is currently being commissioned and the first commercial scale harvest is expected 
at the end of December.  

Once fully certified, this facility will produce premium quality GACP/GMP compliant cannabis 
flower, suitable for the highest value export markets.  

We have significant demand from export markets for this flower and are regularly being 
approached to enter into supply agreements from offshore parties. 

A look across the Tasman to Australia can show several competitors now in the revenue 
generation and scaleup phase, we are hard on their heels and have had the benefit of 
building key learnings into our commercial strategy. 

There is some belief that the international medicinal cannabis market is oversupplied in 
cannabis flower, with some reports out of Canada causing confusion. I want to dispel this 
belief. There is very strong demand for premium quality flower, 

Cannasouth Cultivation is designed to produce pharmaceutical grade flower of a quality 
able to be used as finished product or finished dosage form (FDF). 

The flower oversupply in Canada is not of this pharmaceutical quality. It is of low to mid-grade, 
often from outdoor cultivation operations. Most Canadian companies are not producing 
GACP/GMP compliant flower for pharmaceutical supply chains. 

The medicinal market in Canada operates to a different quality standard to that of New 
Zealand and other key export markets. 

A closer look at key export markets shows there are often flower shortages of finished dosage 
product quality.  

Using our state-of-the-art approach, Cannasouth Cultivation is designed to produce premium 
flower consistently, year-round, at a highly competitive production cost. We have a significant 
advantage over competing indoor grown premium flower. We are at the cutting edge of 
cultivation approaches.  

Our current facility has the capability to produce between 1500 kg – 1800 kg per annum, 
depending on the variety grown. Current wholesale pricing estimates for this flower ranges 
between $3,500 p/kg and $10,000 p/kg, depending on the market, cannabinoid profile and 
quality standard achieved.  
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Using a market price of $4,500 p/kg, phase one of the facility can produce circa $8 million in 
annual revenue. 

We are in negotiations with several prospective customers to place these first harvests and 
exports are expected to begin in early 2022.  

We have purposely designed this facility to scale rapidly once demand requires and we can 
increase capacity by four times, without interrupting existing operations.   

This approach ensures Cannasouth is able to tap into this valuable early revenue stream. The 
very highest quality cannabis flower has remained in high demand in key, fast growing export 
markets.  

 

(Slide 18) Own Brand Imported Medicine Sales 

Cannasouth’s strategy involves developing multiple revenue streams, establishing a strong 
brand presence in our local market and bringing much needed medicines to patients as fast 
as possible.  

There is strong patient demand and with only four products available under the scheme so far, 
we expect strong sales once these products are assessed and ready for distribution.  

While the New Zealand market has had a relatively slow start, there is a straightforward 
prescription pathway, when compared with many other markets.  

Several specialist cannabis clinics have already been established.  The addition of further 
product options will increase the speed of growth in the market and access for patients. 

 

(Slide 19) Midwest Pharmaceutics 

In the more medium term, we continue the development of Midwest Pharmaceutics and its 
cannabinoid processing, extraction, ingredient and medicine manufacturing capability. This 
development will continue through the remainder of this year, with production activities 
beginning next year.  

This is the next phase of the businesses development as we increase our product lines into 
cannabis-based ingredients and finished medicines for local and export markets.  

Demand is increasing internationally for finished medicines and cannabis-based ingredients. 
We will continue the development of the existing contract manufacturing side of the business 
and expect to make further gains in this area over the next 12 months. We have multiple 
opportunities to explore. 
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(Slide 20) Research and Development Product Pipeline 

The introduction of pharmaceutical products can be a lengthy process which is why 
Cannasouth has invested early into a commercially focused R&D capability.   

 

(Slide 21) Product Development Strategy 

Cannasouth has adopted a phased approach to product development with early life-cycle 
management a priority, along with a focus on improving efficacy and usability of existing 
products.  

We are also working on longer-term challenges which include advanced drug delivery 
technologies and identifying new bioactive molecules.   

Our advanced R&D facilities, supported by several Callaghan funded research programs, will 
help us deliver a short and long-term product pipeline, and the IP to protect our investment 
and disrupt the industry.   

The value of this model was demonstrated by the recent sale of GW Pharmaceuticals, the 
current leader in the medicinal cannabis industry. 

GW Pharmaceuticals sold for over US$7 billion to Jazz Pharmaceuticals.  

Our R&D department is headed by David Gill, a highly experienced and innovative 
pharmaceutical scientist and named inventor of several patents. 

 

(Slide 22) Summary 

As key markets continue to grow at exponential rates and the rapid expansion of research 
and clinical trials continues, the medicinal cannabis sector is only heading in one direction. 
Key markets such as Germany, Australia and Israel give us a glimpse of the future. Many other 
jurisdictions are in their very early phases of development with significant barriers to patient 
access still existing. These barriers are steadily coming down. 

To ensure patient safety key markets use GMP pharmaceutical quality standards for medicinal 
cannabis.  

Pharmaceutical supply chains are based on quality, consistency, reliability, and reputation.   

After all the hard work and investment Cannasouth has built a solid foundation to compete in 
this pharmaceutical sector and we are now excited to be entering the revenue generation 
phase of our development. 

Thank you for joining us on this journey. 
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