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Summary: Canadian-based cannabis producer, Aurora Cannabis Inc (Aurora) released 1Q21 results showing 
increased sales y/y but lower sales q/q.  Average net selling price of dried cannabis came down y/y, but improved 
q/q.  Net revenues were lower y/y and q/q, but exceeded guidance, aided by growth in Cannabis 2.0 products and 
international medical sales.  We highlight additional progress in Aurora’s European markets, with EU-GMP 
certification achieved at Aurora’s Nordic 1 production facility.  Adj. EBITDA was negative US$43 mm, driven primarily 
by US$32 mm in one-time costs related to the cancellation of Aurora’s contract with UFC, and US$3 mm in costs 
related to the companies ongoing transformation plan.  Excluding these charges, adj. EBITDA showed y/y and q/q 
improvement, reaching negative US$8 mm, in line with the company’s minimum adj. EBITDA threshold for 1Q21 
under certain financial covenants.  Free cash flow was negative US$83 mm, attributable primarily to the one-time 
cancellation costs and working capital outflow.   Cash decreased to US$113 mm at 56% cash to LTM revenue, with 
cash outflow balanced by the inflow of US$86 mm in net proceeds from the company’s At-the-Market (ATM) 
program.  Net debt stayed flat at US$371 mm.  pro-forma total available liquidity of ~US$375 mm, and includes 
US$119 mm in undrawn secured credit facilities, and additional ATM program net proceeds raised post-1Q21.   
  
Looking ahead, the company intends to focus on the sale of higher margin premium quality flower, vape and pre-
rolls, while de-emphasizing focus on lower-potency value branded products.  Management is targeting 35,000 kg in 
production per quarter, measurably reduced from recently documented output (44,406 kg 4Q20), and tied to the 
planned closure of five (5) facilities, already underway.  This rationalization of production alongside reduction of 
operational costs is expected to translate into positive adj. EBITDA generation in  2Q21 (Dec. ’21).  Nevertheless, the 
sharp q/q increase in inventory levels and inventory days in 1Q21 imply the company has not yet brought its supply 
chain under control.  Therefore, we maintain our ‘Neutral’ rating on ACBCN 5.5% 24s at 57c, awaiting more tangible 
evidence of industry consolidation and improved supply v. demand balance, which could help the credit emerge from 
distressed pricing levels. 
 
  

  Amt Out (US$ MM) Mid Price Mid YTW Conv. Price ACB US Price 
ACBCN 5.5% 2/28/2024 345 57.0 25.74% $86.72  $11.21 

  
Source: Equity information sourced from Bloomberg.  Stock price as of close November 9, 2020.  Convertible pricing as of open November 10, 2020.   
  

1Q21 (9/20) Financial Results: 

• Production volumes were not disclosed in 1Q21.  Most recent disclosures (4Q20) show the dislocation 

between production v. sales widening, balanced by forward looking guidance from management, 

targeting an average of 35,000 kg per quarter with 65%+ meeting top quality flower standard  

• Sales increased 29% y/y, but decreased 4% q/q to 16,139 kg, balanced by a decrease of 25% y/y and 

increase of 7% q/q in average net selling price of dried cannabis to US$2.79/gram  

o The company has emphasized its intention to pivot its focus to the sale of higher margin 

premium quality flower, vape and pre-rolls, while de-emphasizing focus on lower-potency value 

branded products  

• Cannabis inventory was 26% higher y/y and 28% higher q/q at US$91 mm, driven primarily by increase in 

harvested cannabis (+13% y/y, +57% q/q) and extracted cannabis (+190% y/y, +8% q/q)  

o We anticipate the planned closure of five (5) facilities, already underway during 1Q21, will results 

in lower production output 

o However, the elimination of production volumes from disclosures and sharp q/q increase in 

inventory levels implies the company has not yet brought supply/demand under control 



• Inventory days, totaling 251, decreased 5% y/y, but increased 29% q/q following the charge to inventory 

which occurred in the prior quarter, and providing further evidence for implications surrounding 

supply/demand chain management 

 

APHACN (US$MM) 1Q21 4Q20 3Q20 2Q20 1Q20 y/y q/q 
Kilograms produced, net n/a 44,406 36,207 30,691 41,436 - - 
Kilograms equivalent sold 16,139 16,748 12,729 9,501 12,463 29% (4%) 
          
Average net selling price of dried cannabis 2.79 2.60 3.45 3.49 3.71 (25%) 7% 
Cash cost to produce dried cannabis / gram (USD) n/a 0.64 0.91 0.78 0.80 - - 

                
Harvested Cannabis 48 31 62 52 42 13% 57% 
Extracted Cannabis 30 28 36 24 10 190% 8% 
Capsules - - - - 3 - - 
Hemp Products 1 1 12 12 7 (91%) (33%) 
Supplies, Consumables & Other 12 12 12 10 9 30% 2% 

Cannabis Inventory 91 71 123 99 72 26% 28% 
Cannabis COGS * 32 33 35 22 25 32% (1%) 
Cannabis Inventory Days 251 195 312 403 264 (5%) 29% 

  

* 4Q20 cost of goods sold adjusted to exclude US$76 mm (CAD 106 mm) non-cash charge related to charge to net realizable value of inventory 

  

• Net revenue of US$51 mm (-9% y/y, -4% q/q) exceeded guidance of US$45 mm (CAD 60-63 mm), with 

improvements in medical and consumer cannabis revenue balanced by higher excise taxes and the 

elimination of auxiliary revenue  

o Consumer cannabis net revenue of US$26 mm was 13% higher y/y and 1% higher q/q, with net 

revenue growth for Cannabis 2.0 products outweighing sequential decline in consumer dried 

cannabis net revenue as a result of market share losses related to the influx of value brands into 

the domestic consumer markets 

o Medical cannabis net revenue of US$25 mm increased 9% y/y and 8% q/q, driven primarily by 

growth in international medical sales 

• SG&A expenses were US$33 mm (-39% y/y, +5% q/q),  slightly higher than company guidance of below 

US$29 mm (CAD 40 mm) for the quarter as a result of ongoing divested business and severance and 

benefits costs associated with the company’s transformation plan 

• Adjusted EBITDA of negative US$43 mm was higher y/y but lower q/q, following higher improvements to 

operating loss y/y and q/q balanced by a US$32 mm one-time legal settlement and termination fee tied to 

the cancellation of Aurora’s contract with UFC, and US$3 mm in costs related to the aforementioned 

transformation plan  

o Excluding these charges, Adj. EBITDA was improved y/y and q/q at negative US$8 mm, within the 

company’s minimum EBITDA threshold of negative US$8 mm, in line with financial covenants 

under Aurora’s credit facilities  

• Free cash flow was negative US$83 mm in the quarter, attributable primarily to the one-time legal 

settlement and termination fee and working capital outflow  

o Working capital use was US$27 mm in the quarter, mainly driven by a US$10 mm increase in A/R 

and US$16 mm increase in biological assets  

o Capex was US$12 mm in the quarter, 52% lower q/q v. 4Q20, and in line with company guidance  

▪ The company plans to deploy less than US$30 mm (CAD 40 mm) in capex in FY21 

o Lease liability payments were US$1 mm  



• Cash (incl. marketable securities) decreased 9% q/q to US$113 mm at 56% cash to LTM revenue, with cash 

outflow in the quarter balanced by US$86 mm (CAD 114 mm) in net proceeds raised from the company’s 

At-the-Market (ATM) program  

o The company raised an additional funds under its ATM program in October ’20 (post-1Q21), 

increasing cash to ~US$200 mm (~CAD 270 mm), including reported marketable securities as of 

end-1Q21 

• Liquidity (cash + A/R) decreased 3% q/q to US$169 mm at 84% liquidity to LTM revenue  

o Pro-forma total available liquidity, including the US$119 mm undrawn portion of the company’s 

US$195 mm secured credit facilities and above mentioned ATM program net proceeds, is 

estimated to be US$375 mm 

• Gross debt decreased 2% q/q to US$484 mm, driven by debt and lease obligation payments, while net 

debt stayed flat q/q at US$371 mm 

o Debt is comprised of the US$375 mm senior unsecured convertible ACBCN 5.5% 24s, US$76 mm 

drawn portion of Aurora’s secured credit facilities and US$63 mm in lease liabilities  

▪ The US$195 mm secured credit facilities (US$76 mm drawn) are senior to convertible 

bonds and subject to certain financial covenants under agreements with syndicate 

banks, including Bank of Montreal and other lenders  

• Aurora reached an agreement with syndicate banks in the quarter to amend 

certain financial covenants, including the extension of positive adj. EBITDA 

attainment to 2Q21, and reducing the size of its secured credit facilities to 

US$195 mm 

• Other revised financial covenants include:  

o Total funded debt to shareholders’ equity < 0.25:1 from Dec. 31, 2020 

forward 

o Total senior funded debt to EBITDA < 3:1 at June 30, 2021 

o Minimum unrestricted cash maintenance of US$35 mm 

o Minimum EBITDA threshold of: -US$8 mm (-CAD 11 mm) for 1Q21, 

US$3 mm (CAD 4 mm) for 2Q21, US$7.5 mm (CAD 10 mm) for 3Q21, 

US$13 mm (CAD 17 mm) for 4Q21, and US$15 mm (CAD 20 mm) for 

FY21 

• We note prior results were restated to exclude certain discontinued operations, as well as changes in 

accounting policies relating to by-products inventory costing and the allocation of salaries related to 

production staff 

 

 

 

 

 

 

 



 

APHACN (US$MM) 1Q21 4Q20 3Q20 2Q20 1Q20 y/y q/q 
Net Revenue 51 53 56 42 56 (9%) (4%) 
Adjusted EBITDA (43) (23) (38) (60) (25) 74% 87% 
Adjusted EBITDA margin (85%) (44%) (67%) (143%) (45%) (4,051bps) (4,156bps) 
          
Interest Paid n/a n/a n/a n/a n/a - - 
Taxes Paid n/a n/a n/a n/a n/a - - 
Working Capital (27) 35 (41) (36) (35) (22%) (177%) 

Accounts receivable (10) 13 12 7 9 (210%) (180%) 
Biological assets (16) (4) (23) (7) (11) 42% 268% 
Inventory (1) (3) 2 (24) (22) (10) (74%) (255%) 
Prepaid and other current assets 5 19 (10) 4 (13) (141%) (72%) 
Accounts payable and accrued liabilities (2) 4 9 (22) (6) (72%) (148%) 
Deferred revenue (1) (1) (2) 4 (0) 1,318% 60% 
Provisions (0) 3 (3) - (3) (87%) (114%) 

Capex (12) (25) (62) (97) (81) (85%) (52%) 
Lease Liability Payments (1) 6 (7) (3) (2) - (118%) 

Free Cash Flow (83) (7) (148) (196) (143) (42%) 1,139% 
          
Cash (2) 113 125 172 130 145 (22%) (9%) 
Accounts receivable 56 40 57 59 69 (19%) 39% 
Liquidity 169 165 229 188 214 (21%) 3% 
          
Loans and Borrowings 139 150 191 214 213 - (8%) 
Convertible Debentures (3) 345 345 345 345 345 0% 0% 
Total Debt 484 495 536 559 558 (13%) (2%) 
Net Debt 371 371 363 429 413 (10%) (0%) 
          
Cash to LTM Revenue 56% 60% 76% 59% 66% (1,042bps) (419bps) 
Liquidity to LTM Revenue 84% 80% 101% 86% 98% (1,451bps) 406bps 

 

(1) Excludes non-cash charge to net realizable value of inventory 
(2) Includes cash and equivalents, ST investments and marketable securities 
(3) Convertible debentures valued at par 
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REGULATION AC - ANALYST CERTIFICATION 

  

We, Megan McDonald and Matias Castagnino, CFA, certify that all of the views expressed in this report accurately reflect our personal views 

about the subject securities and issuers. We also certify that no part of our compensation was, is, or will be, directly or indirectly, related to 

the specific recommendations or views expressed by us in this report. 

  

COMPANY SPECIFIC DISCLOSURES 

  

This report may not be independent of BCP’s propriety interests.  BCP does business, and seeks to do business, with companies covered in BCP 

research. As a result, investors should be aware that BCP may have a conflict of interest that could affect the objectivity of this report.  Further, 

BCP may trade the securities (or related derivatives) that are the subject of this research report for its own account and for certain customers, 

and may from time to maintain long or short positions in the securities (or in related derivatives) of the companies mentioned in this report.  Such 

financial and trading interests may be contrary to any recommendation in the report.   

  

BCP’s salespeople, traders and other professionals may provide oral or written market commentary or trading strategies to our clients and our 

proprietary trading desks that reflect opinions that are contrary to the opinions expressed in this research.   

  

MEANINGS OF RATINGS 

  

Top Picks Universe 

“Market Outperform” – The bond’s total return is expected to exceed the total return of the J.P. Morgan Corporate Emerging Markets Bond Index 

series (“CEMBI”) Broad Diversified High-Yield Index over the next 3 – 6 months. 

  

“Market Perform” – The bond’s total return is expected to be in line with the total return of the CEMBI Broad Diversified High-Yield Index over 

the next 3 – 6 months. 

  

“Market Underperform” – The bond’s total return is expected to be below the total return of the CEMBI Broad Diversified High-Yield Index over 

the next 3 – 6 months. 

  

“Not Rated” or no comment – Currently, the analyst does not have adequate conviction about the bond’s total return relative to the CEMBI Broad 

Diversified High-Yield Index over the next 3 – 6 months. 

  

Quasi Sovereign Universe 

“Market Overweight” – The spread of the bond to its similarly duration sovereign controller bond is expected to decrease over the next 3 – 6 

months. 

  

“Market Weight” – The spread of the bond to its similarly duration sovereign controller bond is expected to remain unchanged over the next 3 – 

6 months. 

  

“Market Underweight” – The spread of the bond to its similarly duration sovereign controller bond is expected to increase over the next 3 – 6 

months. 

  

“Not Rated” or no comment – Currently, the analyst does not have adequate conviction about the bond’s spread to its similarly duration sovereign 

controller bond over the next 3 – 6 months. 

  

High Octane Universe 

“Speculative Buy” – Bonds that in our view have an equity investment risk profile and we think risk/return is significantly skewed to the upside  

  

“Positive” – Bonds that in our view have an equity investment risk profile and we think risk/return is skewed to the upside  

  

“Neutral” – Bonds that in our view have an equity investment risk profile and we think risk/return is balanced 
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“Negative” – Bonds that in our view have an equity investment risk profile and we think risk/return is skewed to the downside 

  

“Speculative Sell” – Bonds that in our view have an equity investment risk profile and we think risk/return is significantly skewed to the downside 

  

Convertible Universe 

“Outright” – Convertible bonds that, in our view, present risk/return significantly skewed to the upside (3x upside v. 1x downside) 

  

“Swap” – Convertible bonds that, in our view, offer attractive volatility differential between implied volatility of the convertible bond option 

call  v. the 100D realized volatility and listed calls in the option market for the corresponding equity 

  

“Busted” – Convertible bonds trading with out-of-the-money option calls that, in our view, offer an attractive yield to maturity, relative to 

risk/return 

  

GENERAL RESEARCH DISCLOSURES AND DISCLAIMERS 

  

This report is intended only for institutional investors, and should not be redistributed to retail investors.  BCP research is not a solicitation or 

offer to buy or sell any security or financial instrument or to participate in any trading strategy.  The products mentioned in this report may not 

be eligible for sale in some states or countries. 

  

The analysts principally responsible for the preparation of BCP research receive compensation based upon various factors, including quality, 

accuracy and value of research, firm profitability or revenues (including overall investment banking revenues), client feedback and competitive 

factors.  The compensation of BCP analysts is not linked to specific investment banking or capital markets transactions by BCP.  Analysts employed 

by non-U.S. affiliates may not be registered with FINRA, may not be associated persons of BCP, and may not be subject to FINRA regulations 

regarding research related activities.   

  

BCP research is based on public information.  BCP makes every effort to use reliable, comprehensive information, but makes no representation 

that the information is accurate or complete.  Facts and views presented in BCP research have not been reviewed by, and may not reflect 

information known to, professionals in other BCP business areas, including investment banking personnel.  BCP analysts may interact with sales 

and trading desk personnel in connection with their research, including to ascertain pricing and liquidity in the fixed income markets. 

  

This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of 

securities or as agent of any issuer of any securities.  BCP has no authority to make any representation or warranty on behalf of the issuers.  BCP 

policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior to 

the publication of a research report containing such rating, recommendation or investment thesis.   

  

BCP may update its research reports and ratings as it deems appropriate, but has no obligation to do so.  BCP has no obligation to inform clients 

of any changes in facts, assumptions, opinions, estimates, or ratings.  Certain outstanding reports may contain discussions and/or investment 

options relating to securities, financial instruments and/or issuers that are no longer current.  Neither BCP nor any officer or employee of BCP 

accepts any liability whatsoever for any direct, indirect or consequently damages or losses arising from any use of this report or its contents. 

  

BCP research and ratings should not be used or relied upon as investment advice.  BCP research does not provide individually tailored investment 

advice.  BCP research has been prepared without regard to the circumstances and objectives of those who receive it.  BCP recommends that 

investors independently evaluate particular investments and strategies, and encourages investors to seek the advice of a financial 

adviser.  Investors should consider this report as only a single factor in making their investment decisions.  The appropriateness of an investment 

or strategy will depend on an investor’s circumstances and objectives.  The securities, instruments, or strategies discussed in BCP research may 

not be suitable for all investors, and certain investors may not be eligible to purchase or participate in some or all of them.  Securities discussed 

in this report may be rated below investment grade and should therefore only be considered for inclusion in accounts qualified for speculative 

investment. 

  

The value of and income from your investments may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment 

rates, prices, market indexes, operational or financial conditions of companies or other factors.  Past performance is not necessarily a guide to 

future performance.  Estimates of future performance are based on assumptions that may not be realized.  Investors may experience a loss of 

their original capital investment in such securities. 

  

International investing entails greater risk, as well as greater potential rewards compared to U.S. investing. These risks include political and 

economic uncertainties of foreign countries as well as the risk of currency fluctuations. These risks are magnified in countries with emerging 

markets, since these countries may have relatively unstable governments and less established markets and economies. 

  

Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally the longer a bond's maturity, the more sensitive it is 

to this risk. Bonds may also be subject to call risk, which is the risk that the issuer will redeem the debt at its option, fully or partially, before the 



scheduled maturity date. The market value of debt instruments may fluctuate, and proceeds from sales prior to maturity may be more or less 

than the amount originally invested or the maturity value due to changes in market conditions or changes in the credit quality of the issuer. Bonds 

are subject to the credit risk of the issuer. This is the risk that the issuer might be unable to make interest and/or principal payments on a timely 

basis. Bonds are also subject to reinvestment risk, which is the risk that principal and/or interest payments from a given investment may be 

reinvested at a lower interest rate.  Bonds rated below investment grade may have speculative characteristics and present significant risks beyond 

those of other securities, including greater credit risk and price volatility in the secondary market.  

  

INTERNATIONAL DISCLOSURES 
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only (as defined in the applicable Singapore laws and regulations and is not intended to be distributed directly or indirectly to any other class of 
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(CNMV), and is written and distributed in accordance with rules of conduct for financial research under Spanish regulations.  This report is only 

intended for persons who are Eligible Counterparties or Professional Clients within the meaning of Article 78bis and Article 78ter of the Spanish 

Securities Market Act.  It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. There is no obligation 

to register or file any report and any supplemental documentation or information with the CNMV. Neither verification nor authorization or 

compliance revision by the CNMV regarding this document and related documentation or information needs to be fulfilled in accordance with 

the Spanish Securities Market Act. 
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