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Summary: Canadian-based cannabis producer, Aurora Cannabis Inc (Aurora), released sound 4Q21 (June. ’21) results. 
Once again, higher medical revenue was offset by weak consumer cannabis trends. Revenue decreased 16% y/y to 
US$44 mm, as lower volumes on the consumer segment managed to offset improved product pricing and strong 
results from the international medical sales. Negative US$16 mm Adjusted EBITDA followed, a y/y and sequential 
improvement, as higher medical segment penetration in results and effective cost reduction efforts supported 
margins. Despite improvements we are yet to see breakeven EBITDA, initially expected by this stage. Cash burn stood 
at US$32 mm driven by negative EBITDA and inventory increase, up 15% q/q to US$77 mm, given lower sales to 
production ratio and higher average pricing. Equity and asset disinvestments in the period, in line with 
transformational plan, managed to offset cash outflow as net debt decreased to US$61 mm, while Aurora fully 
amortized its secured US$71mm “BMO” facility. Liquidity totaled ~US$387 mm at end-4Q21. 
  
Ongoing transformational plan, which includes facilities, production, and utilization adjustments, shifting to higher-
margin premium products and a more variable cost structure has been advancing. We highlight recent asset sales, 
equity disinvestment, increased utilization metrics and decreased expenses. Successful amortization of secured 
facility, which stood senior to convertible notes, also simplified capital structure. Despite improvements, EBITDA 
remained below expected breakeven levels on still weak consumer trends and interrupted growth on a seemingly 
oversupplied market. Restating our primary concern on the name, 2023 BBG Consensus estimates lowered to ~US$8 
mm (3% margins) from US$80 mm (30% margins) by 2023, a significant decrease.  
 
Using a credit spread of 1,000 bps on ACBCN 24s, suggests bonds are currently trading below fair value, looking 
at a 4.55% upside. Despite looking cheap to fair value, we remain wary of weakened consumer trends that resulted 
in significant downward adjustments for consensus estimates and equity sell-off in the sector. Accordingly, we 
maintain a ‘Neutral’ rating on ACBCN 5.5% 24s at 85c within our convertible coverage universe. 
  

  Amt Out (US$ MM) Mid Price Mid YTW Implied Vol Cheapness (par) Delta (par) Conv. Price ACB US Price 
ACBCN 5.5% 2/28/2024 345 85.00 12.74% n/a 4.55% 0.58% $86.72  $6.73 

 
Source: Equity information sourced from Bloomberg. Convertible pricing as of September 28, 2021 

  
4Q21 (June 2021) Financial Results: 

• 4Q21 net revenue was US$44 mm (-16% y/y, +2% q/q), as higher medical revenue was more than offset 

by lower consumer cannabis’ 

• Consolidated sales volumes decreased 32% y/y and 16% q/q to 11,346 kg on weaker consumer 

cannabis demand 

• Lower consolidated volumes were partially offset by an 60% y/y and 5% q/q increase in average 

net selling price of dried cannabis to US$4.16/gram  

• Medical cannabis revenue was US$29 mm (+23% y/y, -1% q/q), driven by a spike in the international sale 

of dried cannabis to US$7 mm, as well as continued growth in Canadian cannabis extracts to US$10 mm 

(+20% y/y) 

• Higher international volumes directed to Germany and a +7% y/y increase in average sales prices 

drove top line expansion in the medical international market 

• The subsequent US$8 mm cannabis shipment made to Israel made in July (largest single cannabis 

shipment to the country) reinforces ongoing international medical segment expansion    



• Consumer cannabis revenue was US$16 mm (-38% y/y, +12% q/q), driven by the continued decline in 

consumer dried cannabis volumes and demand  

• Lower volumes were driven by reduced Provinces orders reflecting lower demand, somewhat 

impacted by lasting COVID19 lockdown effects  

• We note consumer cannabis net revenue includes US$1 mm in net returns, price adjustments, 

and provisions related to Aurora’s “Product Swap” at certain provincial distributors from lower 

potency to higher potency and higher-quality flower products 

• Cannabis inventory increased 9% y/y and 15% q/q to US$77 mm, following lower sales-production ratio 

q/q and higher average pricing 

• Inventory days totaled 239, up 23% y/y  

 
ACBCN (US$MM) 4Q21 3Q21 (1) 2Q21 1Q21 4Q20 (2) y/y q/q 
Kilograms produced, net 16,109 14,485 33,685 46,874 44,406 (64%) 11% 
Kilograms equivalent sold 11,346 13,520 15,253 16,139 16,748 (32%) (16%)         
Average net selling price of dried cannabis 4.16 3.95 3.07 2.79 2.60 60% 5% 
Cash cost to produce dried cannabis / gram (USD) n/a n/a n/a n/a 0.64   
        
Harvested Cannabis 35 28 69 48 31 16% 27% 
Extracted Cannabis 29 21 33 30 28 6% 37% 
Capsules - - - - -   
Hemp Products 1 1 1 1 1 (34%) (1%) 
Supplies, Consumables & Other 12 17 15 12 12 2% (30%) 
Cannabis Inventory 77 67 118 91 71 9% 15% 
Cannabis COGS 29 101 39 32 33 (11%) (71%) 
Cannabis Inventory Days 239 60 272 251 195 23% 298% 

 
(1) 3Q21 cost of goods sold adjusted to exclude US$70 mm (CAD 88 mm) inventory impairment   
(2) 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 
   

 
• Adjusted EBITDA was negative US$16 mm, improving q/q and y/y, although still below the issuer’s 

breakeven guidance  

o Margin improvements were driven by: lower salaries and benefit costs associated to lower 

headcount, lower R&D costs and overall production costs reduction with closure of non-core 

facilities 

 Higher penetration of medical segment in results also impacted positively margins  

 Company has an ongoing cost savings target of ~US$70 mm/annually 

o EBITDA below breakeven guidance at this point is partially related to demand slowdown in 

consumer markets 

• FCF burn stood at US$32 mm, given negative EBITDA and increase in inventories  

o Capex at US$9 mm, closing the year at US$41 mm, in line with initial guidance for FY2021 

o Partially offsetting cash outflow, Aurora sold two production facilities in the period for a total of 

US$11 mm, and agreed to the sale of a third one subsequently, for US$5 mm,  

 Company also sold for US$10 mm it’s entire equity stake in “High Tide” 

• Cash (incl. marketable securities) decreased to US$342 mm following the amortization of the US$71mm 
“BMO” debt   

o Settlement of debt released ~US$20 mm in restricted cash, while company additionally recorded 

a US$3 mm government grant income associated to the co-generation program at Aurora River 



 Together with aforementioned facilities and equity sales, these offset FCF outflow  

o We note, under current “2021 Shelf Prospectus” Aurora may undertake unit offerings of up to 

US$1.0 bn during a 25-month period (started March 2021) 

 In the period Aurora filed a supplement to the “2021 Shelf Prospectus” for a new ATM 

program (“2021 ATM”), providing US$300 mm in available common shares to be sold at 

prevailing market prices  

• Liquidity (cash + A/R) decreased to US$387 mm to 203% of LTM revenue  

• Gross debt decreased to US$403 mm, driven by “BMO” loan amortization  

o As of 4Q21, total debt was US$345 mm senior unsecured convertible ACBCN 5.5% 24s and US$57 

mm (CAD 71 mm) in lease liabilities  

 The secured credit facilities amortized stood senior to convertible bonds 

• Net debt decreased 35% q/q to US$61 mm, reflecting income from non-core disinvestments  

• As of end-4Q21, the company has a total of 18,447,389 mm warrants, valued at a weighted average price 

(WAP) of US$12.64 (CAD 15.68), based on 4Q21 end-f/x of 1.24  

o We highlight the current stock price (US$6.16) and WAP of warrants remains well below the 

conversion price for ACBCN 24s (US$86.72) which, unless operational results or supply/demand 

were to change drastically, supports our view of ACBCN 24s as a straight bond in the near to 

medium-term 

  
ACBCN (US$MM) 4Q21 3Q21 2Q21 1Q21 4Q20 y/y q/q 
Net Revenue 44 44 52 51 53 (16%) 2% 
Adjusted EBITDA (16) (19) (13) (43) (23) (32%) (19%) 
Adjusted EBITDA margin (35%) (45%) (25%) (85%) (44%) 842bps 924bps         
Interest Paid on Convertible Bonds - (9) - (9) -   
Taxes Paid n/a n/a n/a n/a n/a   
Working Capital (6) 57 (21) (27) 35 (118%) - 

Accounts receivable (3) 6 13 (10) 13   
Biological assets (6) (9) (7) (16) (4)   
Inventory (2) (16) 64 (1) (3) 2   
Prepaid and other current assets 2 3 (9) 5 19   
Accounts payable and accrued liabilities 7 (8) (18) (2) 4   
Deferred revenue (0) 0 1 (1) (1)   
Provisions 9 - - (0) 3   

Capex (9) (10) (11) (12) (25) (63%) (5%) 
Lease Liability Payments (1) (1) (1) (1) 6 (115%) (23%) 
Free Cash Flow (32) 17 (46) (93) (7) 379% -         
Cash (3) 342 380 305 113 125 174% (10%) 
Accounts receivable 45 58 60 56 40 13% (23%) 
Liquidity 387 438 366 169 165 135% (12%)         
Loans and Borrowings 58 128 135 139 150 (62%) (55%) 
Convertible Debentures (4) 345 345 345 345 345 - - 
Total Debt 403 473 480 484 495 (19%) (15%) 
Net Debt 61 93 175 371 371 (84%) (35%)         
Cash to LTM Revenue 179% 190% 144% 56% 60% 11,865bps (1,113bps) 
Liquidity to LTM Revenue 203% 220% 172% 84% 80% 12,302bps (1,671bps) 

 
 
(2) Excludes non-cash charge to net realizable value of inventory 

(3) Includes cash and equivalents, ST investments and marketable securities 

(4) Convertible debentures valued at par 

  
 

 



4Q21 and Transformational Plan: 

• Production in 4Q21 stood way below initial guidance of 35,000 kg per quarter, which was already 

measurably reduced (-21%) from 4Q20 output of 44,406 kg  

• Sales-to-production ratio in 4Q21 stood at of 70% also under 90% guidance and 3Q21 levels, although 

much better y/y (v. 38% in 4Q20) 

o We note company has advanced on measures to address supply v. demand dislocation and 

restructure business, including:  

• Planned closure of five (5) smaller cultivation facilities, already underway, and estimated 
to reduce capacity by ~80,000 kg/yr 

• Termination of construction at Aurora Sun, a 230,000 kg/yr facility in Alberta, CA 

• Consolidation of smaller non-EU-GMP cultivation facilities Aurora Polaris, Whistler 

Pemberton 1 and Aurora River 

• And reduction of capacity utilization by 75% at Aurora’s Sky facility, in line with the 

company’s plan 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  

• The company plans to continue its “Product Swap”, focusing on increasing premium and high-quality 

product offerings at certain provincial distributors and across all brands 

• Adj. EBITDA improvements are expected to be driven by facility adjustments, and a shift to higher margin 

premium products and a more variable cost structure, including the exclusive third-party sales agreement 

reached with Great North Distributors Inc. for its Canadian consumer market 

• Also, under the business transformation, management announced plan to accelerate cost efficiencies 

gains from US$55 mm/year to ~US$70 mm/year 

    
Equity Ticker TLRY US TCNNF US ACB CN 
Share Px (USD) $11.65 $27.80 $6.76 
Shares Outstanding (mm) 460 128 198     
100D (%) 71.35% 43.83% 59.16% 
IVOL (%) 82.58% n/a 82.12%     
Market Cap 5,364 3,564 1,339 
Net Debt 450 (83) 61 
Minority Interest - - - 
Enterprise Value (EV) 5,814 3,481 1,400     
Mkt Cap/Debt 6.2 16.8 2.2 
Mkt Cap/Net Debt 11.9 n/a 22.0 

 
 
 
 Want to read more of BCP Securities' Convertible Research? Click Here 
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