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CFN Enterprises, Inc. (OTCQB: CNFN)                
 
Initiating coverage with a Speculative Buy rating and a $0.23 price target 

            

Compelling Value ─ Capitalizing on the Global Cannabis and 

CBD Opportunity 

  

Summary                                       
▪ Acquisition of CFN drives growth: The recent acquisition 

of CFN Media, a leading cannabis and media brand in the 

US and Canada, offers the company significant growth 

opportunities to capitalize on the dynamics within the 

cannabis, hemp, and CBD industry. CFN serves both 

publicly traded Canadian-licensed growers as well as private 

and public US cannabis and CBD companies through 

providing breaking news, exclusive content and original 

programming, CFN educates its broad audience of investors 

across North America and helps create shareholder value. 

The agriculture improvement act of 2018 significantly 

opened the door to hemp-derived CBD products. Hemp is 

legally defined as Cannabis sativa with less than 0.3% THC.  

 

▪ A management team with proven expertise in building 

and optimizing online marketing campaigns. 

Management successfully built and sold a leading online 

performance-based marketing software business to software 

conglomerate for $20+ million. CNFN leverages its 

expertise in building and optimizing online affiliate 

marketing campaigns and helps advertisers in the CBD 

(Cannabidiol) space. We have a positive view on the direct 

to consumer (D2C) initiatives to educate CBD consumers as 

it fully utilizes the power and the scale of its digital media 

platform. Over time, we believe this foundation could enable 

the company to become a leading affiliate marketing player 

in the cannabis and CBD space. We expect the rollout of its 

D2C initiatives at the beginning of Q1 2020. 

 

▪ Cannabis and CBD industry hold significant long-term 

potential. We see long-term opportunities within the 

cannabis and CBD space on a global scale.  Industry 

estimates vary, but initial forecasts suggest cannabis market 

potential exceeding $250B globally (See Exhibit 5). The US 

demand for legal CBD is expected to be $20.1 billion in 2024 

which includes dispensaries, general retail, and pharmacies 

(See industry report on page 7-18). The company has 
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already begun to lay the groundwork with infrastructure 

investment in Europe and expanding its sales force. As 

legal/regulatory restrictions continue to ease in globally, 

these actions and strategic initiatives help CFN to capitalize 

on the growing global demand for cannabis and CBD. 

 
▪ Gross margin and operating margin improvement over 

time: We expect sales to ramp up rather quickly as the company 

continues to benefit its initiatives on the D2C which focuses on 

providing branding services to leading cannabis companies. We 

estimate a gross margin of 35% in Q-2 and 40% in Q-3 and 

beyond. 

 

▪ Valuation presents attractive buying opportunity.  
We arrived at our implied forward value of $0.23/shares 

applying our DCF analysis, representing 1.5x FY2021 

EV/Sales and 9x FY21 EV/EBITDA. We see significant 

upside potential from the current share price.   

 

     Company Profile 
CFN Enterprises Inc (CNFN) owns and operates CFN Media. The 

company was formerly known as Accelerize Inc. and changed its 

name to CFN Enterprises in October 2019. CNFN is an ancillary 

player in the cannabis market serving private, pre-public, and 

public cannabis companies in the US and Canada in their efforts to 

attract capital, investors, and media attention. CFN Media has 

maintained as a market leader for 6-year, deploying media services 

into the cannabis and CBD industries through its built-out video-

based sponsored content network. CNFN operates Cannabisfn.com 

and is utilizing its powerful digital media and content distribution 

platform which conveys its client’s message and value 

proposition directly to accredited and retail investors as well as 

national media active in the North American cannabis markets. 

Since 2013, CFN Media has enabled the world’s preeminent 

cannabis companies to thrive in the capital and public markets. The 

company is led by Brian Ross. Brian is a 20-year technology 

industry veteran. He has served as a founding investor in several 

early-stage technology companies. 

Company Website 

www.cfnenterprisesinc.com 
 

Investment Thesis 
We are initiating coverage of CFN Media (CNFN) with a 

Speculative Buy rating. Given the significant uncertainty in the 

competitive and regulatory environment, we view our investment 

recommendation in the space as more speculative in nature. We 

view CNFN as being well-positioned to capitalize on the growth of 

cannabis, Hemp, and CBD market on a global scale. As an ancillary 

player in the cannabis space, CNFN has been a reliable partner for 

its client base of leading public cannabis companies in the US and 

Canada.  We believe CNFN has the first-mover advantage in 

helping leading CBD advertisers in building their brands and 

educate CBD consumers both in the US and globally.  As such, we 

 

  
Source: Capital IQ 

 

 

 

 

 

 
 

 

 

 

 

 

    

CNFN: One year price and volume 

history 

http://www.cfnenterprisesinc.com/


 

CFN Enterprises, Inc. (CNFN) 
                

3 | P a g e                                                    
 

expect the company to experience robust top-line growth to 

continue organically beyond our forecast period. We estimate a 

gross margin of 40% in FY2020 and anticipate the company to 

become profitable in FY21. Major catalysts to our optimism include 

U.S. Farm Bill (CBD), upcoming legislation of the SAFE Act and 

D2C services provided by CBD companies in the US. We believe, 

the valuation of the company shows a significant upside from the 

current level. Our conviction remains high in CNFN's ability to 

effectively monetize its expansive branding opportunities in the 

cannabis space and build relationships with major cannabis players. 

 

Key Investment Points 

 Acquisition of CFN Media offers longer-term opportunities in 

a $250 billion cannabis space. We look favourably upon CNFN’s 

positioning within the larger global cannabis opportunity as 

legal/regulatory restrictions continue to ease. The global cannabis 

market is estimated to reach USD $250B (See Exhibit 5). We see a 

notable upside in revenues, with management expecting the D2C 

launch to begin in Q3 2020 and to increase over the coming 

quarters. We deduce the following growth drivers for CNFN: 1) 

higher average revenues, 2) increasing client base with longer 

contract terms, 3) international expansion 4) adding sales forces, 

and 5) higher value programs for CBD companies. Exhibit 3 

highlights key performance indicators.  

 

Focus on building brand recognition for clients. CFN is 

preparing the launch of its Direct-to-Consumer (D2C) online 

network to deliver direct response campaigns to major cannabis and 

CBD brands. The company has retained leading cannabis 

companies in the US and Canada (Exhibit 1). CNFN’s ability to 

deliver for these larger customers should prove to be beneficial 

longer-term as it D2C is expected to grow meaningfully over the 

next few years through deeper penetration into existing markets and 

expand into new markets, specifically international markets.  

 

Margin improvement over time.  Our Q-1 2020 estimates reflect 

a lower gross margin attributable to start-up costs necessary in Q-1 

and the lower sales initially.  We estimate a gross margin of 35% in 

Q-2 and 40% once operation reaches full-scale in Q-3 and 

beyond.   We anticipate the company narrowing its EBITDA losses 

in the latter half of the FY2020 and starting to break- even and 

making modest profitability in Q-3 and Q-4 2020 when the sales 

reach ~$2M per quarter.  We expect the company to reach a break-

even point at $8M per year annualized with a 40% gross 

margin.  Going forward, our projections indicate the company 

achieves profitability in FY2021, with an EBITDA of $2.25M, 

representing a 15% margin of EBITDA.  

 

Financing to fund growth: CNFN is seeking additional funding to 

finance working capital needs and execute on its international 

expansion plans specifically concerning the launch of its D2C 

network (CFN.life), as well as to bolster its ad, marketing, and 
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network infrastructure sales force. We factored in a $1.5 Million in 

capital raise in the form of convertible debt in 1Q 2020.   

 

 

Our Modelling Thoughts 

       Company segments and revenue model 
The company currently operates as CFN Finance offering capital 

markets media programs to private and public cannabis and CBD 

companies across North America. With the additional infusion of 

capital, the company plan to increase its sales department in North 

America and open a funding incubator source and advisory team to 

boost revenues from this addressable ancillary service. CNFN’s 

current business model is considered to be an agency model, 

focused on client companies retaining CNFN for its services on a 

monthly cash rate of $10K over an extended period with a client 

renewal rate exceeding 60%.  As a percentage of revenue, this is 

the largest contributor, accounting for 57% of the revenue mix in 

FY2020. 

 

We expect the company to launch its direct-to-consumer (D2C) 

online network in Q1 2020 which will operate as CFN Life.  CFN 

Life will focus on serving US CBD brands and address their e-

commerce strategies to drive online sales revenue.  

 

The third segment operates as CFN Media which will house the 

company’s ad network to monetize traffic to its digital properties 

and includes a new educational video platform and event 

operations. The company has been increasing its audience of site 

visitor/traffic, which are currently not being monetized. We believe 

that through advertisements and ad networks CNFN can expand its 

mobile app users and social media followers.  

 

Revenues. We expect revenues to arrive at $6.9M in FY2020. We 

see potential upside to our revenue estimates driven primarily by 

the company’s D2C services to US based CBD companies.  Beyond 

2020, we expect the company to generate $13.9 M in FY 2021 with 

our model conservatively standing at $15.8M for the year 2022. At 

this point, we believe CNFN is well-positioned to benefit from 

overall industry growth, specifically through its ability to tap into 

the global growth of Cannabis and CBD market. 

Exhibit 1 

 
Source: YAC estimates 
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Gross margin and SG&A. As discussed above, we anticipate 

margin improvement continuing in FY 2021 and beyond, with 40% 

gross margin in FY 2022.  In terms of SG&A expense, we expect a 

modest increase (10%) as a % of the previous year SG&A expenses 

in FY2020 and a 20% increase beyond FY2020. SG&A is not 

expected to increase at the same rate as sales, due to variable costs 

are already reflected in the cost of sales.  

 

EBITDA. We model the company narrowing its EBITDA losses in 

the back-half of the FY20 and starting to break-even in Q1 2020.  

We expect the company to reach a break-even point at $8M 

revenues per year with a 40% gross margin.  Going forward, we 

model the company achieving profitability in FY2021, with an 

EBITDA of $2.25M, representing a 15% EBITDA margin.  For 

FY20 and beyond, we expect CNFN to ramp up the revenues rather 

quickly. Specifically, our model factors in revenues from both CFN 

D2C and CFN Media. We include our initial sales and EBITDA 

forecasts in Exhibit 2. 

 

 

Exhibit 2 

  FY2019E FY 2020E FY 2021E FY 2022E 

Total Revenues $1,231,712  $6,933,333  $13,866,666  $15,833,333  

Gross Profit $416,986  $2,577,500  $5,546,666  $6,333,333  

Operating profit (EBIT) ($1,409,505) ($203,938) $2,100,541  $2,091,782  

EBITDA   ($163,160) $2,257,874  $2,386,782  

Source: YAC estimates 

 

We expect considerable variability in our forecasts as it remains 

challenging to model near- to intermediate-term forecasts for the 

CBD space due to the nascent nature of the industry, an evolving 

competitive backdrop, limited clarity about the company’s D2C 

services, and uncertainty surrounding how the legalization of 

Cannabis in the US will be realized.  

 

 

Valuation Methodology:  

Our analysis assumes the need for the company to continue to adopt 

a growth-friendly capital structure in order to realize the implied 

value arrived at in our valuation analysis. Our current value 

(Intrinsic) of $0.20/share is derived using the DCF methodology. 

We arrived at our implied forward value of $0.23 per share by 

applying a WACC of 13.3% with minimal capex and WC and a 

terminal FCF growth rate of 6%.  Our implied forward value based 

on the exit multiple method which is predicated on a 9x multiple 

applied to our FY2021 EBITDA estimates. This is equivalent to a 

FY2021EV/sales multiple of about 3x.  We believe these multiples 

are reflective of CNFN’s growth prospects. Our implied Forward 

growth expectations appear to be reasonable. We expect the gross 

margin and profitability improvement over the next two years.  
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Acquisition  
On June 20, 2019, CFN Enterprise (formerly known as Accelerize, Inc) acquired Cannabis Financial 

Network, a sponsored content and marketing business, from Emerging Growth LLC. The purchase price 

consideration for this acquisition consists of $420,000 in cash, 30,000,000 shares of the Company’s 

common stock, and 3,000 shares of Series B preferred stock with a total stated value of $3,000,000 

which bears interest at 6% per annum and is convertible into the Company’s common stock at a 

conversion price to be mutually agreed in the future, without voting rights or a liquidation preference 

except with respect to default interest.  

 

A summary of the purchase price allocation at fair value is below.  

 

 Purchase Allocation 

Property and equipment         2,183 

Goodwill  3,804,817 

Total  3,807,000 

 

Source: Company filing 

 

 

 

Exhibit 3 

 

Impressive client roster 

 
Source: Company 
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Industry backdrop 
Cannabis Basics 

Hemp and marijuana are simply broad classifications of Cannabis. Marijuana is a term used to classify varieties 

of cannabis that contain more than 0.3% THC or tetrahydrocannabinol (by dry weight). The defining 

characteristic between hemp and marijuana is based on a single factor — the amount of THC in the plant, the 

psychoactive compound that makes a person “high”. THC is produced at very different levels from hemp and 

marijuana. While hemp can contain no more than 0.3% THC by dry weight, marijuana can contain up to 30% 

THC content. Both hemp and marijuana can produce high amounts of cannabidiol (CBD), the non-intoxicating 

(non-psychoactive) cannabis compound. CBD can come from marijuana; it can also be derived from hemp. 

Hemp is a related plant with 0.3% or less of THC. Larger amounts of THC could cause a "high".  

 
Hemp is harvested to produce a wide variety of industrial products such as paper, clothing, building materials, 

and plastic Food products such as cooking oil, hemp flour, and hemp seed-based products medicinal products 

such as CBD oil tinctures and CBD-infused topicals such as CBD cream, CBD salves, CBD Lip balm, etc. There 

is moderate evidence that CBD can improve sleep disorders, fibromyalgia pain, muscle spasticity related to 

multiple sclerosis, and anxiety. (Source: Harvard Health Publishing).  

  

Deregulation in Cannabis and CBD Industry 
The cannabis industry is undergoing a profound deregulation around the world. After decades of recreational 

marijuana prohibition, Canada became the first industrialized country in the world to legalize adult-use cannabis 

throughout Canada with the passage of The Cannabis Act on October 17, 2018 which legalized the recreational 

use of cannabis nationwide. The legislation contains new regulations on the production, selling, and use of 

recreational cannabis for adults (Canada is now the second country worldwide to legalize cannabis for both 

medical and recreational use). The Cannabis Act specified that only dried marijuana flower and cannabis oils 

are legal for sale as of today.  The alternative cannabis products including edibles, vapes, concentrates, and 

cannabis-infused beverages and chocolates are expected to gain the approval for sale from Health Canada in 

2019.  

 

Outside of Canada, there are over 40 countries worldwide that have legalized medical cannabis in some form 

estimating the global cannabis market to make up a total of $250B in sales (See Exhibits 5- 10) within the legal 

and illicit market.  

 

 

 

 

 

 

 

 

 

https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5531363/
https://www.brookings.edu/blog/fixgov/2018/12/14/the-farm-bill-hemp-and-cbd-explainer/
https://www.leafly.com/news/strains-products/what-are-the-strongest-cannabis-strains
https://www.leafly.com/news/strains-products/what-are-the-strongest-cannabis-strains
https://www.leafscience.com/2014/09/16/5-differences-hemp-marijuana/
https://cbdorigin.com/what-is-hemp
https://cbdorigin.com/how-to-use-a-cbd-tincture/


 

CFN Enterprises, Inc. (CNFN) 
                

8 | P a g e                                                    
 

 

Exhibit 4 

 
 

Exhibit 5 
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US Market & CBD: Assuming federal legalization, the US represents the biggest global opportunity with an 

estimated $115 Billion addressable market. The cannabis industry encompasses the growth, processing, 

distribution, and other ancillary services related to both hemp and marijuana. Hemp and marijuana are legally 

distinguished on both a federal and state level by their THC content. As a result, marijuana remains a controlled 

substance under federal law and hemp is classified as an agricultural product within the purview of the United 

States Department of Agriculture (USDA).  Under the US Federal Controlled Substances Act cannabis is 

classified as a Schedule I controlled substance and makes cannabis use and possession illegal on a national 

level. Under the Agricultural Act of 2018, commonly known as the “2018 Farm Bill hemp and hemp-derived 

products (CBD) that contain no more than 0.3% THC” were legalized federally, officially deeming industrial 

hemp as a normal agricultural commodity. Industrial hemp is now defined as cannabis containing less than 

0.3% of THC and also includes hemp extracts, derivatives, and cannabinoids. A major development of the Farm 

Bill is that the Drug Enforcement Administration (DEA) is no longer able to interfere with the interstate 

commerce of hemp. In a statement put out by the FDA on December 20, 2018 following the signing of the Farm 

Bill, the FDA will continue to enforce against products marketing illegal therapeutic claims on products.  

 

The Farm Bill allows for hemp production in all 50 states for any use, including whole flower production and 

CBD extraction.  States can still implement its own regulations as to how the state will regulate the production, 

commerce, and research with the approval of the USDA. The Farm Bill also gives the USDA authority to 

regulate hemp farming and provide federally regulated financial services to the hemp industry thereby allowing 

the industry to gain access to e-commerce, merchant services, and banking. The lower house of the congress 

has passed the Secure and Fair Enforcement Banking Act of 2019” or the “SAFE Banking Act of 2019. The 

bill will now move on to the Senate for passage. The purpose of this Act is to increase public safety by ensuring 

access to financial services to cannabis-related legitimate businesses and service providers and potentially 

opening up opportunities for access to capital. The SAFE Banking Act will shield depository institutions that 

serve cannabis-related businesses from federal penalties in states (source: congress.gov). Protections under the 

SAFE Banking Act only apply when legitimate cannabis-related businesses are involved. 

 

 

Exhibit 6 

 

 
 

 

 

 

 

 

https://www.govtrack.us/congress/bills/115/hr2
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Exhibit 7 

 

 
 

 

 

Exhibit 8 

 

 

CBD is still considered a Schedule I controlled substance based on the guidance of the DEA. Due to the 

difference between the levels of THC, hemp and marijuana are regulated very differently. The CBD is derived 

from hemp with no more than 0.3% THC and is not regulated as a controlled substance and is federally legal. 

Currently, CBD products are considered supplements which are not regulated by the US Food and Drug 

Administration (FDA). It is illegal for companies to make health or therapeutic claims about the products in 

their marketing. 

https://www.brookings.edu/blog/fixgov/2017/02/06/cannabidiol-illegal-and-always-has-been/
https://www.brookings.edu/blog/fixgov/2018/12/14/the-farm-bill-hemp-and-cbd-explainer/
https://www.brookings.edu/blog/fixgov/2018/12/14/the-farm-bill-hemp-and-cbd-explainer/
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Exhibit 9 

 
 

Exhibit 10 
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Marijuana-derived CBD remains under the regulation of the US Food and Drug Administration (FDA) as a 

controlled substance regardless of its percentage of THC. Marijuana-derived CBD is legal in some states for 

both recreational and medical use. Currently, there are ten states plus Washington D.C. that have legalized both 

forms of use and 33 states plus D.C. that have legalized medical use. 

 

A prescription medication called Epidiolex is the only CBD product that has FDA approval which is used to 

treat two severe seizure disorders in children. 

 

 

 

 

 

 

 

 

https://www.fda.gov/home
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Exhibit 11 

 

 
 

 

Exhibit 12 

 

 
 



 

CFN Enterprises, Inc. (CNFN) 
                

15 | P a g e                                                    
 

Canadian Cannabis stocks 
Many of the largest capitalized Canadian companies including Canopy are listed in the U.S. In order to 

do so they divest any cannabis related assets in the U.S. It was a volatile market for most Cannabis 

stocks; following two straight years of incredible gains. The Horizons Marijuana Life Sciences ETF 

(TSX: HMMJ), the first cannabis ETF to trade publicly, has lost 38% value year to date through 

November 18. Horizons Marijuana Life Sciences Index ETF is an exchange traded fund launched and 

managed by Horizons ETFs Management (Canada) Inc. 

 

 

 

Source: Capital IQ 

Evolving supply and demand dynamics 

The domestic growers (referring to Canada) have expanded their production capacity and have become 

oversupplied and commoditized over time, Canada's largest growers like Canopy Growth Corp and 

Aurora Cannabis (Not rated) are expected to face pricing pressure on dried cannabis. Margins from the 

sale of alternative cannabis products including oils, vapes, and infused beverages face much less long-

term pricing pressures than those from the dried flower. With CBD oils widely accepted as medically 

legal in several countries, growers that focus on oils are the most likely to be able to sell their entire line 

of products. The market for edibles, beverages, and other alternative cannabis products is expected to 

expand into a space worth 2.7 billion Canadian dollars ($2 billion), according to a report by Deloitte.  

 

Key growth drivers in the cannabis industry 
• Brand building is a major differentiating factor: As the competition becomes intense with 

dozens upon dozens of licensed producers in Canada and in various U.S. states, developing a 

story behind their brands or simply acquiring new brands that already have an impressive 

following is key to success. Case in point, Aurora Cannabis (NYSE:ACB) acquired Whistler 

Medical Marijuana in British Columbia earlier this year which primarily benefitted Aurora by 

introducing a well-known West Coast cannabis brand into the fold. 

 

• Product portfolios: Diversifying into derivatives beyond simply dried cannabis flower offer 

much better margins and firmer pricing power than dried flower alone.  Health Canada, the 

regulatory agency, has stated that a number of new consumption options will be legalized by the 

end of 2019.  This regulation will legalize sale of derivatives such as edibles, vapes, topicals, 

non-alcoholic cannabis-infused beverages, and concentrates in Canada. 

 

• Overseas expansion: Besides domestic demand for cannabis products within the Canadian 

market and foreign markets where medical marijuana is legal has opened the door to billions of 

dollars in added annual revenue. For example, Aurora Cannabis has been more successful in 

orchestrating international production and/or distribution as a result of this. Including Canada, 

TSX: HMMJ. One year price and volume history 

https://www.fool.com/quote/nyse/aurora-cannabis-inc/acb/
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Aurora operates  in 24 countries around the world. Canopy Growth has also been successful in 

securing approximately a dozen production and/or supply deals in overseas markets.  

 

 

Exhibit 13 

 
 

 

 

 

 

 

 

 

https://www.fool.com/investing/2019/03/04/3-things-aurora-cannabis-does-better-than-other-we.aspx
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Appendix A- CFN Enterprises, Inc. (CNFN)  

Balance Sheet 

     Forward Estimates 

    2018A 2019 Q3A 2019E Q1E Q2E Q3E 2020E  2021E  2022E 

Cash & equivalents    $27,295  $975,434  $502,124       1,526,510       1,277,335       1,224,528       1,169,386       2,422,927       3,878,042  

Restricted cash  $50,000  - -          

Accounts receivable,  $2,081,551  $231,503  $230,765  $264,098  $364,098  $494,098  $624,098  $1,410,765  $2,394,098  

Prepaid expenses and other assets  $254,760  $3,401  - $16,667  $50,000  $65,000  $65,000  $393,333  $491,667  

Total current assets   $2,413,606  $1,210,338  $732,889       1,807,275       1,691,433       1,783,626       1,858,484       4,227,025       6,763,807  

Property and equipment  $52,035  $3,369  $3,369  $20,036  $66,029  $117,823  $159,258  $159,258  $159,258  

Goodwill  - $3,225,817  $3,225,817  $3,225,817  $3,225,817  $3,225,817  $3,225,817  $3,225,817  $3,225,817  

Intangible assets,   - $558,475  $541,724  $541,724  $541,724  $541,724  $541,724  $541,724  $541,724  

Other assets  $108,211  - - - - - - - - 

Total assets   $2,573,852  $4,997,999  $4,503,799       5,594,852       5,525,003       5,668,990       5,785,284       8,153,824     10,690,606  

Liabilities                

Accounts payable and accrued expenses  $3,018,394  $186,572  $157,722  $181,055  $251,055  $342,055  $433,055  $983,722  $1,672,055  

Deferred revenues  $443,650  $45,041  $47,000  $59,719  $97,878  $147,483  $197,089  $354,423  $551,089  

liabilities of discontinued operations             76,028.0            

Credit Facility  $3,399,240   -          

Total current liabilities   $6,861,284  $307,641  $204,722  $240,775  $348,933  $489,539  $630,144  $1,338,144  $2,223,144  

Credit facility,   $5,888,155  - -          

Other loan, related party- net    $386,686  - -          

Other long-term loan, net   $2,273,402  - -          

Proceeds from Promissory notes         1,500,000.0    1,500,000.0    1,500,000.0    1,500,000.0    1,500,000.0    1,500,000.0  

Long-term note payable  - $482,698  $484,117       484,117.0       484,117.0       484,117.0       484,117.0       484,117.0       484,117.0  

Other liabilities  $637,500  - -          

Total liabilities   $16,047,027  $790,339  $688,839  $2,224,892  $2,333,050  $2,473,656  $2,614,261  $3,322,261  $4,207,261  

Stockholders' Equity (deficit)                

Series A Preferred stock;    $1             

Series B Preferred stock;     $3  $3  $3  $3  $3  $3  $3  $3  

Common stock;   $66,179  $99,679  $99,679  $99,679  $99,679  $99,679  $99,679  $99,679  $99,679  

Additional paid-in capital  $29,498,125  $34,031,326  $34,031,326  $34,031,326  $34,031,326  $34,031,326  $34,031,326  $34,031,326  $34,031,326  

Accumulated deficit  ($42,960,124) ($29,836,426) ($30,316,048) ($30,761,048) ($30,939,055) ($30,935,673) ($30,959,986) ($29,299,445) ($27,647,663) 

Accumulated other comprehensive loss  ($77,355) ($86,923)   $0  $0  $0  $0  $0  $0  

Total stockholders’ deficit (Deficit)   ($13,473,175) $4,207,660  $3,814,960  $3,369,960  $3,191,953  $3,195,335  $3,171,022  $4,831,563  $6,483,345  

Total liabilities and stockholders’ deficit   $2,573,852  $4,997,999  $4,503,799  $5,594,852  $5,525,003  $5,668,990  $5,785,284  $8,153,824  $10,690,606  

*500 shares of Series a convertible preferred Stock (12 % interest/annum) with a stated value of $1,000 per share.  
**3,000 shares of Series B convertible preferred Stock issued as part of the CFN media acquisition (6% interest/annum) with a stated value of $1,000 per share.  

 

Source: Company reports and YAC estimates 
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Appendix B: CFN Enterprises, Inc. (CNFN) Income Model 
 

           Forward Estimates       

 Q3 A Q4E FY2019E Q1 Q2 Q3 Q4 FY 2020E FY 2021E FY 2022E 

Revenues (CFN Finance & D2C)    333,333  1,000,000  1,300,000  1,300,000  3,933,333  7,866,666  9,833,333  

Revenues (CFN media) 

     

568,992  

   

600,000    1,231,712  750,000  750,000  750,000  750,000  3,000,000      6,000,000  

       

6,000,000  

Total Revenues 

     

568,992  

   

600,000    1,231,712  $1,083,333  $1,750,000  $2,050,000  $2,050,000  $6,933,333  $13,866,666  $15,833,333  

Cost of sales  

     

381,277  

   

400,000       814,726  $758,333  $1,137,500  $1,230,000  $1,230,000  4,355,833  8,320,000  9,500,000  

Gross Profit 

     

187,715  

   

200,000       416,986  $325,000  $612,500  $820,000  $820,000  $2,577,500  $5,546,666  $6,333,333  

General and administrative 

     

600,663  

   

620,000    1,826,491  

         

660,000  

          

676,500  

         

693,413  

      

710,748  2,740,660      3,288,792  

       

3,946,551  

Depreciation and Amortization     

              

4,007  

           

13,206  

        

23,565  40,777  157,333  295,000  

Total Operating Expense 

     

600,663  

   

620,000    1,826,491  

         

660,000  

          

680,507  

         

706,618  

      

734,312  

       

2,781,438      3,446,126  

       

4,241,551  

Op. Ex/Sales    61% 39% 34% 36% 40% 25% 27% 

Operating profit (EBIT) 

   

(412,948) 

 

(420,000) 

 

(1,409,505) ($335,000) ($68,007) $113,382  $85,688  (203,938) $2,100,541  $2,091,782  

Operating margin       5.5% 4.2% -2.9% 15.1% 13.2% 

Interest on notes payable 

         

2,495  

     

11,479         13,918  

           

50,000  

            

50,000  

           

50,000  

        

50,000  200,000         200,000  

          

200,000  

Preferred stock interest 

       

60,000  

     

60,000       120,000  

           

60,000  

            

60,000  

           

60,000  

        

60,000  240,000         240,000  

          

240,000  

Discontinued operation- gain 

         

1,113              -                

EBT 

   

(474,330) 

 

(491,479) 

 

(1,543,423) ($445,000) ($178,007) $3,382  ($24,312) (643,938) $1,660,541  $1,651,782  

Income taxes                  -    0 0 0 0 0 0 0 

Net income (Loss) available to 

Common 

   

(474,330) 

 

(491,479) 

 

(1,543,423) ($445,000) ($178,007) $3,382  ($24,312) (643,938) $1,660,541  $1,651,782  

 
Source: Company reports and YAC estimates 



 

CFN Enterprises, Inc. (CNFN) 
                

19 | P a g e                                                    
 

 

Appendix C: CFN Enterprises, Inc. (CNFN) Cash Flow projections 

  FY2019E Q1 Q2 Q3 FY2020E FY2021E FY2022E 

             

Net Income (loss) $12,721,431  ($445,000) ($178,007) $3,382  ($24,312) $1,660,541  $1,651,782  

Depreciation and amortization     4,007  13,206  23,565  157,333  295,000  

Changes in operating assets and liabilities:             

Accounts receivable $1,850,786  ($33,333) ($100,000) ($130,000) ($130,000) ($786,667) ($983,333) 

Prepaid expenses $254,760  ($16,667) ($33,333) ($15,000) $0  ($328,333) ($98,333) 

Accounts payable and accrued expenses ($2,860,672) $23,333  $70,000  $91,000  $91,000  $550,667  $688,333  

Deferred revenues ($396,650) $12,719  $38,158  $49,606  $49,606  $157,333  $196,667  

Net cash provided by (used in) operating activities $11,569,655  ($458,947) ($199,175) $12,193  $9,858  $1,410,874  $1,750,116  

Purchase of property and equipment ($3,610,664) ($16,667) ($50,000) ($65,000) ($65,000) ($157,333) ($295,000) 

Net cash used in investing activities ($3,610,664) ($16,667) ($50,000) ($65,000) ($65,000) ($157,333) ($295,000) 

Principal repayments of credit facility/Loan ($9,287,395) $0  $0  $0  $0      

Proceeds from credit facility ($386,686) $0  $0  $0  $0      

Proceeds from promissory notes   $1,500,000  $0  $0  $0  $0  $0  

Proceeds from sale of common stock $4,566,701  $0  $0  $0  $0      

Proceeds from short-term loan $484,117  $0  $0  $0  $0      

Preferred $3  $0  $0  $0  $0      

Repayment of related party notes ($2,273,402) $0  $0  $0  $0      

Long-term note payable ($637,500) $0  $0  $0  $0      

Net cash provided by financing activities ($7,534,162) $1,500,000  $0  $0  $0  $0  $0  

Net increase (decrease) in cash, cash equivalents  $424,829  $1,024,386  ($249,175) ($52,807) ($55,142) $1,253,541  $1,455,116  

Cash, cash equivalents, beginning of year $77,295  $502,124  $1,526,510  $1,277,335  $1,224,528  $1,169,386  $2,422,927  

Cash, cash equivalents, end of year $502,124  $1,526,510  $1,277,335  $1,224,528  $1,169,386  $2,422,927  $3,878,042  

 
Source: Company reports and YAC estimates 
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Appendix D: CFN Enterprises, Inc. (CNFN)  

 DCF Analysis 

  FY2019E FY 2020E FY 2021E FY 2022E 

Terminal 

Year 

Total Revenues $1,231,712 $6,933,333 $13,866,666 $15,833,333  
Gross Profit $416,986 $2,577,500 $5,546,666 $6,333,333  

Operating profit (EBIT) ($1,409,505) ($203,938) $2,100,541 $2,091,782  
NOPAT (assuming Tax loss carry forward) (1,409,505) ($203,938) $2,100,541 $2,091,782  
Depreciation and amortization  40,777 157,333 295,000  
Change in WC providing/(requiring) cash  $10,606 ($407,000) ($196,667)  
Capex - Additions to PP&E  ($65,000) ($157,333) ($295,000)  
       
Unlevered FCF  ($217,555) $1,693,541 $1,895,116 $2,008,822 

Growth      6.0% 

Discount Rate (WACC)  13.53% 13.53% 13.53%  
Projection Year  1 2 3  
Discount Factor 1/((1+WACC)^Projection Year)  0.88 0.78 0.68  
Present Value of Free Cash Flows 

(Unlevered FCF)  ($191,631) $1,313,993 $1,295,185  
EBITDA  ($163,160) $2,257,874 $2,386,782  

 

Source: Company reports and YAC estimates 
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Appendix E: CFN Enterprises, Inc. (CNFN)   

NPV of cash flows 

Sum of PV of FCF (3 years) $2,417,548 

WACC 13.5% 

Long term FCF growth rate (terminal growth rate) 6.0% 

Terminal Value      26,686,330  

Present value of Terminal Value  $ 18,238,338  

Fair Value Calculation 

EV (Equity Value + Net Debt) $20,655,885  

- Debt 502,124 

+ Cash 0 

Net Debt 502,124 

Equity Value (Market Capitalization) $20,153,761 

Diluted Shares O/S 99,679,709 

Fair Value Per Share $0.20 

Implied EV/NTM EBITDA -127 

implied NTM PE -31 

Implied EV/NTM Sales 3.0 
Source: YAC estimates 

 

Appendix F: CFN Enterprises, Inc. (CNFN)   

Sensitivity Analysis  

  Equity Value (EV - Net Debt) Fair Value Per Share 

WACC 6.0% 7.0% 8.0% 6.0% 7.0% 8.0% 

13.5% 20,153,761 23,146,243 27,221,479 $0.20 $0.23 $0.27 

13.00% 19,389,372 22,923,070 27,870,248 $0.19 $0.23 $0.28 

14.00% 16,449,171 19,053,153 22,525,129 $0.17 $0.19 $0.23 

 
Source: YAC estimates 
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Price Target and Investment Risks 

CFN Enterprises, Inc (CNFN) 

Key Risks to Our Price Target. We categorize CNFN as an emerging growth company. Securities of emerging 

growth companies typically involve a higher degree of risk and more volatility than the securities of more 

established companies. Therefore, CNFN may not be suitable for some investors. Investors must make their own 

determination as to the appropriateness of an investment in any securities referred to herein, based on their 

specific investment objectives, financial status, and risk tolerance. In addition to market risks, capital constraints 

and customer adoption of its core technology platform are the main investment risks. Federal and State 

Regulatory Risk: Cannabis remains a Schedule 1 substance, deeming it illegal at the federal level. Currently 

federal law overrides state law and, any changes in enforcement or regulations could potentially be harmful to 

CNFN’s business. CNFN needs to raise additional capital to fund expansion and growth initiatives. Given the 

nascent nature of the cannabis and CBD industry and still evolving competitive and regulatory backdrop, we 

view our CNFN recommendation as more speculative in nature. Key risks to our price target include: significant 

regulatory risk in the cannabis market in the US, execution risk in a dynamic and rapidly changing operating 

environment, total market opportunity that differs from current projections, D2C initiatives which may not gain 

traction, increased competition in ancillary services which can dampens profitability, limited operating history 

as a public company in cannabis CBD space, insufficient capital to fund future goals, and potential for operating 

losses will continue. Given the speculative nature, we view the shares as appropriate for risk-tolerant investors.  

 

Ratings definitions 

Buy: The growth prospects, degree of investment risk, and valuation make the stock attractive relative to the 

general market or comparable stocks. Describes stocks that we expect to provide a total return (price 

appreciation plus yield) of 12% or more within a 12-month period. 

 

Speculative Buy: Long term prospects of the company are promising but investment risk is significantly higher 

than it is in our BUY-rated stocks. This is a risk rating assigned to early-stage companies with minimal to no 

revenues, lack of earnings, balance sheet concerns, and/or a short operating history. Accordingly, fundamental 

risk is expected to be significantly above the industry. Because of the inherent fundamental criteria of the 

companies falling within this risk category, the price volatility is expected to be significant with the possibility 

that the investment could eventually be worthless. Speculative stocks may not be suitable for a significant class 

of individual investors. 

 

Hold: Based on our outlook the stock is adequately valued.  

Sell: Describes stocks that we expect to provide a total negative return (price appreciation plus yield) of 

10% or more within a 12-month period. Based on our outlook the stock is significantly overvalued. A weak 

company or industry outlook and a high degree of investment risk make it likely that the stock will 

underperform relative to the general market. 

 

Discontinuing Coverage 

Describes research coverage discontinued due to the acquisition of the company, termination of 

research services, non-payment for such services, diminished investor interest, or departure of the 

analyst. 

 

Regulation Analyst Certification ("Reg AC"): I, Shajan Ninan, attest that the views expressed in this 

research report accurately reflect my personal views about the subject security and the issuer. All research 

issued by us is based on public information and guidance from the company. Furthermore, no part of my 

compensation was, is, or will be directly or indirectly related to the specific recommendation or views 

expressed in this research report. The research analyst is primarily responsible for the preparation of this 

research report. As of the date of this report, the research analyst/member of their family has no position in 

the common stock of CFN Enterprise, Inc. 
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IMPORTANT DISCLOSURES  

This report has been prepared by Young America Capital, LLC (YAC). YAC is a broker-dealer 

registered with the SEC and member of FINRA, the NASDAQ Stock Market and the Securities Investor 

Protection Corporation (SIPC). The address for YAC is141 East Boston Post Road, 

Mamaroneck, NY 10543. Many of the securities discussed in YAC’s research reports are emerging 

growth companies that typically involve a significantly higher degree of risk than the securities of more 

established companies. These securities may be unsuitable for some investors depending on their 

specific investment objectives, financial status, risk profile or particular needs.  

 

The price target, if any, contained in this report represents the analyst’s application of a formula to 

certain metrics derived from actual and estimated future performance of the company. Analysts may 

use various formulas tailored to the facts and circumstances surrounding a specific company to arrive 

at the price target. Various risk factors may impede the company’s securities from achieving the 

analyst’s price target, such as an unfavourable macroeconomic environment, a failure of the company 

to perform as expected, the departure of key personnel or other events or circumstances that cannot be 

reasonably anticipated at the time the price target is calculated. YAC may change the price target on 

this company without notice. Additional information on the securities mentioned in this report is 

available upon request. This report is based on data obtained from sources YAC believes to be reliable, 

however, YAC does not guarantee its accuracy and does not purport to be complete. Opinion is as of 

the date of the report unless labelled otherwise and is subject to change without notice. Updates may be 

provided based on developments and events and as otherwise appropriate. Updates may be restricted 

based on regulatory requirements or other considerations. Consequently, there should be no assumption 

that updates will be made. YAC disclaims any warranty of any kind, whether express or implied, as to 

any matter whatsoever relating to this research report and any analysis, discussion or trade ideas 

contained herein. This research report is provided on an "as is" basis for use at your own risk, and neither 

YAC nor its affiliates are liable for any damages or injury resulting from use of this information. This 

report should not be construed as advice designed to meet the particular investment needs of any investor 

or as an offer or solicitation to buy or sell the securities or financial instruments mentioned herein. Some 

or all of the securities and financial instruments discussed in this report may be speculative, high risk, 

and unsuitable or inappropriate for many investors. Neither YAC nor any of its affiliates make any 

representation as to the suitability or appropriateness of these securities or financial instruments for 

individual investors. Investors must make their own determination, either alone or in consultation with 

their own advisors, as to the suitability or appropriateness of such investments based upon factors 

including their investment objectives, financial position, liquidity needs, tax status, and level of risk 

tolerance. These securities and financial instruments may be sold to or purchased from customers or 

others by YAC acting as principal or agent. Securities and financial instruments issued by foreign 

companies involve certain risks, including differences in accounting, reporting, and registration, as well 

as foreign currency, economic, and political risks. This report and the securities and financial 

instruments discussed herein may not be eligible for distribution or sale in all jurisdictions and/or to all 

types of investors. This report is provided for information purposes only and does not represent an offer 

or solicitation in any jurisdiction where such offer would be prohibited. Commentary regarding the 

future direction of financial markets is illustrative and is not intended to predict actual results, which 

may differ substantially from the opinions expressed herein. The information and rating included in this 

report represent the long-term view as described more fully in the Key to Investment Ratings included 

in this report. The analyst may have different views regarding short-term trading strategies with respect 

to the securities covered by the rating, options on such securities, and/or other securities or financial 

instruments issued by the company. YAC's sales and/or trading personnel may make recommendations 

to their customers that are contrary to the recommendations contained in this research report. Such 

recommendations or investment decisions are based on the particular investment strategies, risk 

tolerances, and other investment factors of that particular customer. From time to time, YAC, its 

affiliated entities, and their respective directors, officers, employees, or members of their immediate 

families may have a long or short position in the securities or other financial instruments mentioned in 

this report.  
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Our statement regarding research analysts’ conflicts of interest is available at: http://www.yacapital.com 

 

All of the views expressed in this research report accurately reflect the research analyst's personal views 

about any and all of the subject securities or issuers. No part of the research analyst's compensation was, 

is, or will be, directly or indirectly, related to the specific recommendations or views expressed by the 

research analyst in the subject company of this research report. Research analysts are not directly 

compensated for specific revenue generated by the firm’s investment banking transactions/activities.  

 

General Disclosures  

Young America Capital, LLC expects to receive or intends to seek compensation for investment banking 

services from all of the companies in its research universe in the next three months. Investors should 

assume that Young America Capital, LLC. is soliciting or will solicit investment banking or other 

business relationships from the company covered in this report over the next three months. Security 

prices in this report may either reflect the previous day’s closing price or an intraday price, depending 

on the time of distribution. Designated trademarks and brands are the property of their respective 

owners.  

 

Specific Disclosures  

Young America Capital, LLC or its affiliates expects to receive or intends to seek compensation for 

investment banking services from CFN Enterprises, Inc. in the next 3 months.  

 

CFN Enterprises, Inc. currently is, or during the 12-month period preceding the date of distribution of 

the research report was a non-investment banking and non-securities related services client of Young 

America Capital.  

 

Young America Capital is contractually obligated to coordinate research coverage for CFN Enterprises, 

Inc. The research reflects the independent opinion of the research analyst and Young America Capital 

has not represented to CFN Enterprise, Inc. that the research will recommend an investment in CFN 

Enterprise, Inc.’s securities or be otherwise favourable to CFN Enterprises, Inc. 

 

Young America Capital received compensation for products or services other than investment banking 

services from CFN Enterprises, Inc. in the past 12 months, including, among other things, corporate 

services and advice on strategic initiatives, financing solutions, capital structure and publishing 

research. In October 2019, CFN Enterprises, Inc. paid YAC a monetary fee of $10,000 (USD) 

representing payment for the creation and dissemination of Initial research report. After publication of 

the initial report, the company will begin paying YAC a monthly monetary fee of $2,000 (USD) for the 

creation and dissemination of research reports for a minimum of 11 months. 

 

Young America Capital, LLC. does not makes a market in CFN Enterprises, Inc.  

 

Ratings Distribution & Investment Banking  

Rating Count Rating Distribution Count *Investment Banking 

Speculative Rating 1 100% 1 100% 
*Percent of companies under research coverage from which YAC received compensation for investment banking services 

provided in the previous 12 months or expects to receive or intends to seek in the next three months. 

 

Young America Capital, LLC. archives and reviews outgoing and incoming email. Such may be 

produced at the request of regulators. Sender accepts no liability for any errors or omissions arising as 

a result of transmission. Use by other than intended recipients is prohibited. The information contained 

herein is based on information obtained from sources believed to be reliable but is neither all-inclusive 

nor guaranteed by Young America Capital, LLC. No independent verification has been made as to the 

accuracy or completeness of the information. Opinions, if any, reflect our judgment at the time the report 

is first published and are subject to change without notice. Young America Capital, LLC. does not 

undertake to advise you of changes in its opinion or information.  
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The box on the Rating and Price Target History chart above represents a date on which an analyst initiated 

coverage on the security. Our rating system attempts to incorporate industry, company and/or overall 

market risk and volatility. Consequently, at any given point in time, our investment rating on a stock and 

its implied price movement may not correspond to the stated 12- month price target. 

11/21/2019 
Closing price: $0.0675 

Rating and Price target for CNFN (OTC: BB) as of 11/20/2019 


