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Urban Hydroponics, Inc. (OTC.QB: URHY) is a Br itish Columbia-based manufacturer of high 

quality, fully-automated indoor growing appliances that allow year-round growing of herbs, micro-

greens, flowers and veggies.  The “Urban Cultivator™” appliance features an automated control cen-

ter to ensure that greens get precisely the right amount of water and light, while onboard fans control 

humidity and air circulation.  The Urban Cultivator comes in a residential model and a commercial 

size application for restaurants.  It serves the growing “locavore” movement that aims to consume 

locally grown, organic foods.  

BACKGROUND 

BC Northern Lights, founded in 2001, specialized in 

hydroponic grow boxes. These grow boxes retailed for 

$4,300 on average. Out of that concept came Urban 

Cultivator, which was founded in 2010.  Tarren Wolfe, 

founder of Urban Cultivator, leveraged all of the 

knowledge and experienced learned from hydroponics 

and applied it to the food industry with the goal of mak-

ing fresh and heathy food readily accessible. In late 

2014, the Company announced a reverse merger result-

ing in the merger of Urban Cultivator, BC Northern 

Lights and W3 Metal.   

BUSINESS MODEL  “GROWTH DRIVERS” 

The Company is following a razor and blade type business model.  The company has established 

partnerships with seed suppliers for non-GMO, high quality and untreated seeds adding to the stabil-

ity of their supply chain. The customer needs the appliance itself to grow plants and also the custom-

ized seeds, soil, and nutrients to get the biggest yields which increases the lifetime value of the cus-

tomer, culminating in continued sales of $40-$250 monthly per appliance.   

URHY has a high-end distribution network through an established dealer network in North America 

of over 90 appliance showrooms. The Urban Cultivator products are sold in over 28 countries world-

wide.  

The Company has two primary channels: a commercial channel that consists of  commercial kitch-

ens, grocery stores, and restaurants and a residential channel that provides smaller scale units to cus-

tomers who wish to grow fresh produce in their homes.  The commercial market consists of distribu-

tors that are establishing the Urban Cultivator brand name in international markets. While the resi-

dential market consists of partnerships with single and multi family home developers as well as con-

sumable seed and plant sales. 

Although the end user is able to grow greens using simple soil and seeds, the Company has devel-

oped a patent pending seed sheet of dried and compressed soil with seeds already attached. These 

seed sheets are built specifically for the size and function of the Company’s growing appliances. 

Once a sheet is in the machine and ex-

posed to water, it expands and provides a 

perfect growing medium for plants, mak-

ing the process simple for the user. At the 

same time it ensures the Company of re-

curring sales as consumers come back 

again and again.  The proprietary seed 

sheet technology is key to make consum-

ers come back again and again to the Ur-

ban Cultivator brand. 
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The Company has a new retail concept called the “Living Produce 

Aisle” (LPA). The LPA is an "Urban Farm" that brings healthy, fresh 

food to anyone, and can be licensed or franchised world-wide. 

URHY has opened the doors to their Living Produce Aisle in one of 

Vancouver’s trendiest neighborhoods, Yaletown. The flagship store 

now grows and sells microgreens, herbs, and vegetables to consumers 

and nearby restaurants, and also blends up healthy and delicious 

smoothies and juices. 

The LPA consumer is able to buy food that is still growing as opposed 

to buying produce that has been on a truck for hundreds or even thou-

sands of miles. This concept uses only Urban Cultivator machines to 

grow healthy and fresh food.  The LPA units retail for $180,000-

$250,000. Each LPA brings in approximately $200,000 in sales.   

Each Living Produce Aisle acts as a showroom and a way to educate consumers on the many benefits of growing their own 

foods.  In  addition, the LPA has the ability to sell appliances, increasing its dealer network reach and access to consumers. 

The primary target market for the Living Produce Aisle concept is whole food grocery stores, markets, suppliers, and restau-

rants. The Living Produce Aisle will be one of the most unique stores in the area. The franchise business will also enter into an 

agreement to purchase all consumables required to grow the greens and herbs through Urban Cultivator. As an example, a 20 

unit “Living Produce Aisle’  franchise would bring in an additional $28,000 in consumables revenue per year and a franchise  

fee. It’s obvious that each franchise store will also expand the Urban Cultivator brand name. 

COMMERCIAL 

The commercial scale Urban Cultivator is used by some of the top restaurants and hotels in the world 

including the Four Seasons and the Fairmont, both in Vancouver.  High end chefs turn to the Urban 

Cultivator to help them provide the freshest and best tasting experience for their customers. The Urban 

Cultivator grows flats of fresh greens that restaurants would normally purchase from a supplier for 

10x the cost.  Moreover, restaurants can promise their customers that greens grown on their premises 

without pesticides and harmful chemicals and are harvested at peak nutritional value then plated with-

in minutes. The Company is also signing contracts with large international distributors to quickly accel-

erate brand growth.  The Company is currently speaking with and negotiating deals with multiple dis-

tributors and real estate developers internationally. For example, one of the Company’s European dis-

tributors is a huge equipment supplier in the U.K. is very excited about the Urban Cultivator product 

and has put the product on their annual catalogue.  With leasing options and full purchase availability, 

commercial kitchens can begin saving money from the very first month! The commercial Urban Cultivator unit leases for $250 

per month and  retails for $8,799. Generally speaking, the distributors purchase approximately $250,000 worth of inventory and 

receive some form of exclusivity for a one-year period.  Distributors are also signing on to Urban Cultivator’s new retail con-

cept (discussed below), with a $200,000 buy-in on average. 

 WELCOME TO THE KITCHEN OF THE FUTURE 

RESIDENTIAL 

The residential product is aimed at consumers who wish to make their own greens at 

home. The residential unit retails for $2,499. The Urban Cultivator is a state of the art 

indoor gardening appliance that’s designed to grow fresh and vibrant microgreens, vege-

tables, herbs, and flowers in home kitchens, 365 days a year.  Its compact size—roughly 

equivalent to a small dishwasher—seamlessly fits into any kitchen and is plumbed to 

water and electricity in the same way.  The Company is aggressively signing deals with 

real estate developers to include the Urban Cultivator product in their high end units.   

MANUFACTURING 

All of the Company’s appliances are manufactured in China and are shipped directly to its warehouse in Surrey, BC. From 

there, each unit is unpacked and tested before it’s shipped to the buyer.  While the Chinese supplier currently has the capacity to 

manufacture over 1,000 units per month, the Company is negotiating to produce higher quantities to meet expected growing 

demand. In addition, it would increase the Company’s margins.  

Martha Stewart, the 

queen of food and home  

“The amazing Urban 

Cultivator allows us to 

grow our very own fresh 

and nutritious herbs 365 

days per year” 
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URBAN CULTIVATOR FRANCHISE CONCEPT  ”LIVING PRODUCE AISLE” 



RESEARCH AND DEVELOPMENT 

The URHY countertop model is expected to be available in early 2016. This lower price point product will open up a vast new 

market of consumers, add additional retail distribution opportunities, and also create more opportunities to sell our consuma-

bles (seeds, plant food, etc.) to more end-users.  

Many high end fridge manufacturers produce combined models that, next to a fridge, also contain a wine cooler. The idea is to 

work together with some of these manufacturers to produce a fridge that, instead of a wine cooler, contains 2 or 3 drawers for 

growing food. Working together with these manufacturers would also open their retail networks for other Urban Cultivator 

models.  

ADDRESSABLE MARKETS AND MARKETS SIZES 

 Hydroponics Industry - The market size for  hydroponic equipment is anticipated to reach $1.97 billion by 2020. 

While not directly related to the Company, we believe this is advantageous because consumers are obviously demanding 

higher quality, healthy foods which the Urban Cultivator provides direct access to. 

 U.S. the Medical Marijuana Market is cur rently assessed at $1.7 billion, compr ising all states that have active and 

open sales of cannabis to people legally allowed to possess it under state law. 

 U.S. farmers’ markets total annual sales for  2014 are estimated to be over  $1 billion.  

 BC Northern Lights: Targeted audience is personal users of medical mar ijuana. BC Nor thern Lights is a leading 

manufacturer of indoor hydroponic grow boxes, serving the medical marijuana sector since 2001.  BC Northern Lights’ 

unaudited revenues for 2014 are expected to be approximately $2.5 million.  

In all legal marijuana states, the consumption of cannabis is permitted for patients who have obtained recommendations from 

medical physicians. In addition, Colorado, Washington, and as of February 2015, Alaska, allow for all adults (21 years and 

older) to purchase and consume cannabis for recreational use.  

Washington state anticipates earnings of $2 billion in five years from a 25% tax levied on producers, processors, and retailers. 

In Colorado, taxes and fees from the marijuana trade are expected to reach $134 million in 2014.  

It’s clear this is an industry with tremendous growth opportunities. In the U.S. the medical marijuana market is currently as-

sessed at $1.7 billion, comprising all states that have active and open sales of cannabis to people legally allowed to possess it 

under state law.   

Also the marijuana industry is growing at an exceptional rate. Thanks to a positive public opinion and the need for increased 

income taxes by Federal and State Governments, the legalization of marijuana is evolving very rapidly in the United States and 

internationally. It is estimated that it may become a $45 billion annual business in the United States alone.  

FINANCIAL GROWTH 

For the fiscal year ended October 31st 2013, Urban Cultivator reported sales of $814,000, an increase of over 300% over fiscal 

2012 sales of $190,000.  For 2014, revenues came in at $973,000, an increase of 20% over 2013.  The Company expects fiscal 

2015 revenues to approximate $3 million.  BC Northern Lights is expected to report approximately $2.8 million in 2015 for 

total consolidated UC revenues of approximately $6 million.  The Company expects to report approximately $18 million in 

sales and be cash flow positive for fiscal year 2016. 

INVESTMENT CONCLUSION 

Urban Cultivator has patent-protected appliances in the high growth, increasingly popular “locavore” market segment.  The 

Company’s strategy is built around recurring revenue streams and leveraging partnerships with global distributors to accelerate 

brand recognition and sales.  Urban Cultivator has little to no real competition in its space and has reported strong top-line rev-

enue growth over the previous three years.   As of today, Urban Cultivator is in 28 countries. In addition, it has established a 

dealer network in North American of over 90 appliance showrooms.   

At present, shares of URHY are trading at 5.0x estimated 2015 revenues and only 1.6x estimated 2016 revenues.  Given the 

historic revenue growth and its projected 2015-2016 growth based on expected domestic and global distribution agreements 

and consumer demand, we believe that the Company is very attractively valued.  As the Company continues executing on its 

strategy, we believe that URHY will be a very attractive M&A target for a mature domestic/global consumer staples company 

looking to accelerate its growth profile.   
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Disclaimer Notice: The information contained in this e-mail message and its attachments is intended solely for the use of 
the individual(s) to whom it is addressed and may contain information that is the confidential information of Acorn Man-
agement Partners L.L.C. ("AMP") and its subsidiaries. The Information may be about companies in which A.M.P has or 
may receive compensation in the future. Any material in this message should be considered as ADVERTISMENT ONLY. 
Please consult with a certified financial advisor before making any investment decisions. All information on this report 
should be confirmed before making an investment decision.  Acorn Management Partners L.L.C. ("AMP") and its subsidi-
aries, and any affiliates and information providers make no implied or express warranties on the information provided. 
This is not to be construed as a solicitation to buy or sell securities. As with any stock, the featured companies involve a 
high degree of risk and volatility, and all investors/advisors should know that they may lose a portion or all of their invest-
ment if they decide to purchase any stock.  Acorn Management Partners L.L.C. ("AMP"), its affiliates, associates, rela-
tives and anyone associated with in any manner reserves the right to either buy or sell shares in the profiled company's 
stock,  
The Securities and Exchange Commission has compiled an extensive amount of information concerning investing, in-
cluding the inherent risks involved. We encourage our readers to visit the SEC's website to acquire this important infor-
mation. SafeHarbor Disclosure: Acorn Management Partners L.L.C. ("AMP") website publications may contain or incor-
porate by reference "forward-looking statements, including certain information with respect to plans and strategies of the 
featured company. As such, any statements contained herein or incorporated herein by reference that are not statements 
of historical fact may be deemed to be forward-looking statements. Without limiting the forgoing, the words "believe(s)," 
"anticipate(s)," "plan(s)," "expect(s)," "project(s)" and similar expressions are intended to identify forward-looking state-
ments. There are a number of important factors that could cause actual events or actual results of the Companies pro-
filed herein to differ materially from these indicated by such forward-looking statements. Certain statements contained 
herein constitute forward-looking statements within the meaning of Section 27A of the Securities Act of 1933 and 21E of 
the Exchange Act of 1934. Such statements include, without limitation, statements regarding business and financing, 
business trends, future operating revenues and expenses. Although the Company believes that the statements are rea-
sonable, it can give no assurances that such expectations will prove to be correct. Investors are cautioned that any for-
ward looking statements made by the Company, or contained in any and/or all profile/research reports, contain no guar-
antee of future performance, and that the actual result may differ materially from those set forth in the forward-looking 
statements. Difference in results can be caused by various factors including, but not limited to, the Company's ability to 
be able to successfully complete planned funding agreements, to successfully market its products in competitive indus-
tries or to effectively implement its business plan or strategies. Any statements that express or involve discussions with 
respect to predictions, expectations, beliefs, plans, projections, objectives, goals, assumptions, or future events or perfor-
mance are not statements of historical fact and may be "forward looking statements." Forward looking statements are 
based on expectations, estimates, and projections at the time the statements are made that involve a number of risks 
and uncertainties which could cause actual results or events to differ materially from those presently anticipated. Forward 
looking statements in this action may be identified through the use of words such as "expects," "will," "anticipates," 
"estimates," "believes," "may," or by statements indicating certain actions "may," "could," or "might" occur. We encourage 
our readers to invest carefully and review all forms of investments and read the investor information. More information 
please visit http://www.sec.gov and/or (FINRA) at: http://www.FINRA.com. Readers can review all public filings by com-
panies at the SEC's EDGAR page. The FINRA has published information on how to invest carefully at its web site.    
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