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Danish DanCann Pharma provides medical can-
nabis. The company's strategy is to (i) cultivate
and export cannabis raw materials, (ii) import
and distribute cannabis products, and (iii) in-li-
censing approved medical cannabis products.

CEO: Jeppe Rasmussen
CB: Carsten Trads
www.dancann.com

Bloomberg: DANCAN:SS
Refinitiv Eikon: DANCAN.ST
Market place: Spotlight DK
Last share price: DKK 0.73
Market cap: MDKK 44
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Crucial approval reduces a layer of risk

On 2 December, DanCann announced that they will formally obtain EU-
GMP certification for its production facility Biotech Pharm1 at the end
of 2022. Lacking the certification has been the key-threshhold in initi-
ating its production phase for cannabis Bulk-products and API’s.
Hence, we view that obtaining the approval for the certification re-
duces a layer of risk in the commerzialisation trajectory. We adjust the
overall risk in DanCann by removing the risk attributable for the ap-
proval.

By combining our DCF and the multple-method in an average, we cal-
culate a fair price per share of DKK 1.77 (DKK 1.5 per share). In our
DCF, we calculate a fair value per share of DKK 1.91 (DKK 1.8 per
share), and in our multiples-based valuation, we use an EV/Sales 2023
multiple of 2.6x, resulting in a fair value per share of DKK 1.63 (DKK
1.1 per share).

Why is the EU-GMP approval crucial?

DanCann’s business model includes three key sources of revenue streams:

1) Production and exports of Cannabis bulk and API’s from own facility.

2) Imports and distribution of medicinal cannabis products on the local Dan-
ish market, as well as neighboring countries.

3) In-licensing of approved medicinal cannabis products.

Since its founding, DanCann has always envisioned production and exporta-
tion of internally developed cannabis bulk-products and API’s as the main
growth prospect for the company. With the approval soon in place, the com-
pany is now able to produce its first commercial batches. Within the pipeline
for DanCann’s exportation business, the company has binding agreements
with a total value of DKK 81 million or more, including the recently signed deal
with StorkPharm worth DKK 41 million and the deal with WEECO worth DKK
40 million. In addition to the binding agreements, DanCann has also signed a
LOl-agreement with Swedish Aerum Pharma pertaining exclusive rights to dis-
tribute DanCann Pharma’s own products on the Swedish market, worth SEK
37 million at minimum.

With the approval in place at the end of 2022, DanCann is now able to begin
shifting focus to capitalizing on its agreements. According to the founder and
CEO Jeppe Krog Rasmussen, sales from the company’s own facility is ex-
pected to convert the binding agreements into revenues of DKK 80 million by
2025.

Carlsquare published the latest update on DanCann Pharma on 7 November
2022, with a justified value of DKK 1,5 per share. Read the full research update
here.

Key figures (MDKK)

2022E

2023E 2024E

Riskadjusted Net sales 0 1 6 19 41 56
Gross profit 0 2 4 10 21 31
EBITDA -1 -14 -14 -9 0 6
EBIT Sl SIS -16 -11 -2 8
EBT -1 -15 -17 -12 -3 2
Earning per share n.m -0,413 -0,359 -0,183 -0,053 0,026
Growth, tot. revenue n.m n.m n.m 236,0% 122,9% 36,7%
EBITDA-margin neg. neg. neg. neg. 0% 9,9%
EBIT-margin neg. neg. neg. neg. neg. 5,4%
EV/Sales n.m n.m 7,9x 2,3x 1,0x 0,8x

Sales and associated costs are risk-adjusted. Source: Company information and Carlsquare estimates
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Fair value per share within an interval (DKK)

Multiple valuation (EV/Sales, 2025) 1,634
DCF valuation 1,915
Fair value per share 1,77
Potential up-/downside 162%
Shares outstanding, fully financed, and diluted 65,0
Shareholder value 115,4
Cash, pro forma 18,1
Debt, pro forma 10,0
PV cash from equity financing 13,6
EV 93,7

DCF (perpet. method) 1,91

Mult. val. (EV/Sales, 2025) | 1,63

Last lo7

Bear-case (DCF perpet.) l 09
Bull-case (DCF perpet.) I 26

Source: Carlsquare estimates

DCF-valuation, Summary of base scenario

Source: Carlsquare estimates

DCF valuation

Discount rate

Assumptions

PV(UFCF) 8,2 Risk free rate 1,9% CAGR, 2022-2031 53,4%
PV(TV) 109,3 Market risk premium 6,7% EBITDA-margin, 2031 17,7%
Enterprise value 118 Size premium 3,0% EBIT-margin, 2031 16,0%
Net cash(31-Dec) -6,6 Beta 1,2x Tax rate 22,0%
Shareholder value 111 Req. return on equity 13,5%
PV(equity financing proceeds) 14 Implied multiples B
Shareholder value, after financing 125 Tax adjust. interest on debt 5,5% EV/Sales, NTM NA
Shares outstanding after financing and dilution 65,0 Leverage 0,0% EV/Sales 2022 21,4x
Value per share 1,9 WACC 13,5% EV/EBITDA, NTM NM
EV/EBITDA 2022 NM
Company spec. premium 0,0% EV/EBIT NTM NM

Discount rate

13,5% EV/EBIT, 2022 NM

Source: Carlsquare estimates

Multiple valuation, base scenario

HQ Mcap (SEKm) EV/Sales. LTM EV/Sales, 2023P
Trulieve Cannabis Corp. us 19760 2,7x 2,6x
Little Green Pharma Ltd AU 224 4,1x NA
Tikun Olam-Cannbit Pharmaceuticals Ltd IL 130 2,0x NA
Tilray Brands, Inc. CA 20239 4,8x 3,7x
Stenocare A/S DK 116 73,0x NA
Organigram Holdings Inc. CA 2 556 2,5x 1,6x
Median 1390 3,4x 2,6x
Average 7171 14,8x 2,6x
Median Multiple, 2023 2,6x
Discount 0,0
Applied EV/Sales multiple 2,6x
Expected Sales 2025 56,4
Fair Value EV 146,5x
Discount rate 13,5%
Discount period 3,1
PV (Fair Value EV) 99,2
Cash, lastrep. Q 34
Interest bearing debt, last. Q 10,0
Shareholder value 92,6
Shares outstanding 28,5
Fair value share price 33
PV (from equity financing) 13,6
Shareholder value including cash from equity financing 106,2
Shares outstanding, fully diluted after financing 65,0
Fair value share price after financing and dilution 1,6
Source: Capital IQ and Carlsquare estimates
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Financial accounts and key figures

Income statement (risk adjusted) (DKKm)

Net Sales 0 1 6 19 41 56
COGS 0 -1 -4 -11 -23 -28
Gross profit 0 2 4 10 21 31
Tot. op. exp, excl. COGS & dep. and amort. -1 -15 -18 -19 -21 -25
EBITDA -1 -14 -14 -9 0 6
Dep. and amort. 0 -1 -2 -2 -2 -2
EBIT -1 -15 -16 -1 -2 3
Net finances = 13 -17 -12 3 2
EBT -2 -30 -33 -23 -6 5
Tax 1 3 0 0 0 0
Net profit/loss 0 -12 -17 -12 -3 2
EPS - -0,41 -0,36 -0,18 -0,05 0,03
Shares, EoP 28,5 65,0 65,0 65,0 65,0
Average 28,5 46,7 65,0 65,0 65,0
Net Sales NA NM 529% 236% 123% 37%
Gross profit NA NM 154% 124% 121% 45%
EBITDA NA NM -4% 35% 99% 4366%
EBIT NA NM -10% 30% 79% 231%
EBT NA NM -11% 29% 71% 163%
Net profit/loss NA NM -43% 29% 71% 150%
EPS NM -13% -49% -71% -150%
Gross profit NA 73% 54% 46% 49% 52%
EBITDA margin Neg. Neg. Neg. -50% 0% 10%
EBIT margin Neg. Neg. Neg. -61% -6% 6%
EBT margin Neg. Neg. Neg. -125% -14% 9%
Profit margin Neg. Neg. Neg. -64% -8% 3%

Source: Company information and Carlsquare estimates
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Balance sheet (risk adjusted) (DKKm)
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Tot. Intangible assets 0 41 43 43 43 42
Tot. Tangible assets 4 10 10 10 11 11
Financial non-current assets 0 0 0 0 0 0
Tot. Fixed assets 4 51 53 54 54 53
Inventories 0 0 1 3 8 10
Accounts receivables 0 1 1 8 5 7
Other receivables 0 2 2 2 2 2
Cash and Cash equivalents 21 8 3 0 8 10
Total current assets 0 18 13 19 33 37
Sum Assets 0 69 66 73 87 89
Share capital 0 1 5 5 5 5
Reserve for development costs 0 23 41 55 71 71
Retained Earnings 0 30 13 1 -2 -1
Sum Equity 0 53 59 61 74 75
Debt to Creditors 0 0 0 0 0 0
Total long-term liabilities 0 0 0 0 0 0
Leasing liabilities 0 0 0 0 0 0
Accounts Payables 0 3 1 3 4 6
Corporation tax payable 0 0 0 0 0 0
Other current liabilities 0 11 6 7 8 7
Total Short Term Debt 0 15 7 11 13 13
Total Debt 0 15 7 11 13 13
Total Equity and Debt 0 69 66 73 87 89

2022E 2023E 2024E 2025E
Current ratio n.m 120% 192% 177% 262% 281%
Cash ratio n.m 53% 40% 3% 61% 79%
Leverage 2020 2021 2022E 2023E 2024E 2025E
Net debt(-)/Net cash(+) 11 2 -22 -40 -33 -30
Net debt/EBITDA n.m n.m n.m n.m n.m 5,4x
Net debt/Equity n.m 4% 37% 66% 44% 40%
Equity/Total Assets n.m 77% 88% 84% 84% 84%
Efficiency 2020 2021 2022E 2023E 2024E 2025E
ROA n.m Neg. Neg. Neg. Neg. 1,9%
ROE n.m Neg. Neg. Neg. Neg. 2,3%
ROIC Neg. Neg. Neg. Neg. Neg. 4,2%
Source: Company information and Carlsquare estimates
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Cash flow (risk adjusted) (DKKm)

CF, operating activities before delta WC -14,05 -15 -10 -1 4
Delta operating capital 2,06 -8 -4 -5 0
CF. Operating Activities -11,99 -23 -14 -6 4
CF. Investing Activities (CAPEX) -32,25 -4 -3 -2 -1
CF. Financing Activites 30,64 22 15 16 0
Cash flow -13,60 -5 2 7 2
Cash, BoP 21,33 8 3 0 8
Cash, EoP 774 3 0 8 10
CF. Operating Activities/Net Sales n.m n.m n.m -15% 6%
CF. Operating Activities/EBITDA 0% 130% 17932% -252% -81%

Source: Company information and Carlsquare estimates
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Disclaimer

Carlsquare AB, www.carlsquare.se, hereinafter referred to as Carlsquare, conducts business with regard to Corporate Finance
and Equity Research in which areas it, among other things, publishes information about companies including analyses. The
information has been compiled from sources that Carlsquare considers to be reliable. However, Carlsquare cannot guarantee
the accuracy of the information. Nothing written in the analysis should be regarded as a recommendation or invitation to in-
vest in any financial instrument, option or the like. Opinions and conclusions expressed in the analysis are intended only for
the recipient.

The content may not be copied, reproduced or distributed to another person without the written approval of Carlsquare.
Carlsquare shall not be held responsible for any direct or indirect damage caused by decisions made on the basis of infor-
mation contained in this analysis. Investments in financial instruments provide opportunities for value increases and profits.
All such investments are also subject to risks. Risks vary between different types of financial instruments and combinations of
these. Historical returns should not be considered as an indication of future returns.

The analysis is not directed to US persons (as defined in Regulation S of the United States Securities Act and interpreted in the
United States Investment Company Act 1940) nor may it be disseminated to such persons. The analysis is also not directed to
such natural and legal persons where the distribution of the analysis to such persons would result in or entail a risk of a viola-
tion of Swedish or foreign law or constitution.

The analysis is a so-called Commissioned Research Report where the analysed company has signed an agreement with
Carlsquare for analysis coverage. The analyses are published on an ongoing basis during the contract period and for a usual
fixed remuneration.

Carlsquare may or may not have a financial interest in the subject of this analysis. Carlsquare values the assurance of objec-
tivity and independence and has established procedures for managing conflicts of interest for this purpose.

The analyst Fredrik Nilsson and Markus Augustsson does not own and is not allowed to own shares in the company analysed.
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