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IM Cannabis (IMCC) Fourth Quarter and Full Year 2022 Earnings Call Script 

Operator 

Good day and welcome to IM Cannabis’ Fourth Quarter and Full Year 2022 

Earnings Conference Call. Today's conference call is being recorded. At this time, I 

would like to turn the conference over to Maya Lustig, Director of Investor & 

Public Relations. 

Maya Lustig – Safe Harbor 

Thank you, Operator. Joining me today are IM Cannabis’ Chief Executive Officer, 1 

Oren Shuster, and Chief Financial Officer, Shai Shemesh. 2 

The earnings press release that accompanies this call is available on the Investor 3 

Relations section of our website at investors.imcannabis.com.  4 

Today's call will include estimates and other forward-looking information and 5 

statements, including statements concerning future revenues, results from 6 

operations, financial positions, markets, economic conditions, product releases, 7 

partnerships and any other statements that may be construed as a prediction of 8 

future performance.  9 

This information may involve known and unknown risks, uncertainties and other 10 

factors that may cause actual results to differ materially from those expressed or 11 

implied by such statements. Factors that could cause or contribute to such 12 

differences are described in detail in the company’s most recent filings available 13 

on SEDAR at www.sedar.com and EDGAR at www.sec.gov. 14 

Furthermore, certain non-IFRS measures will be referred to during this call. The 15 

Company believes that the presentation of this non-IFRS information provides 16 

useful supplementary data concerning the Company's ongoing operations and is 17 

provided for informational purposes only. Any estimates or forward-looking 18 

information or statements provided are accurate only as of the date of this call 19 

and the Company undertakes no obligation to publicly update any forward-20 

looking information or statements or supply new information regarding the 21 

http://www.sedar.com/
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circumstances after the date of this call. Please also note that all references on 1 

this call reflect currency in Canadian dollars. 2 

With that, it is my pleasure to turn the call over to Oren Shuster, CEO of IM 3 

Cannabis. 4 

Oren, please go ahead. 5 

Oren Shuster – Opening Remarks 6 

Thank you, Maya. Good morning, everyone, and thank you for joining us today.   7 

2022 was a transformational year for us. We proved our flexibility, our ability to 8 

adjust quickly, to market dynamics. We made strategic choices, better focusing 9 

our business model and priorities. We started shifting from a vertically integrated 10 

model, while enhancing our strategic position higher up in the value chain, 11 

focusing on meeting patients’ and pharmacies’ needs. We've anticipated the 12 

growing demand for premium products and built our competitive advantage 13 

through sourcing and import capabilities fueled by strategic alliances with top-of-14 

the-line Canadian suppliers.  15 

The fourth quarter marked a pivotal point for us. To move closer to our goal of 16 

profitability, we commenced our exit from the Canadian market, refocusing our 17 

resources on the two highest value markets, Israel and Germany.  18 

Earlier this month we announced additional restructuring initiatives that are 19 

designed to drive sustainable profitability while reducing costs. To better suit the 20 

current market environment and our short- to mid-term objectives, we 21 

announced the reorganization of the company’s management and operations to 22 

be able to strengthen our focus on core activities and drive efficiencies to realize 23 

sustainable profitability. To achieve this goal, the Company is reducing its 24 

workforce in Israel by 20%-25% across all functions. As part of this restructuring 25 

initiative, key positions in the Company’s leadership team will be transitioned to 26 

highly skilled internal successors, who will be supported through a three-month 27 

transition period and a closely monitored handover process to ensure continuity.  28 
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At this point, I would like to thank the IM Cannabis management team as well as 1 

all our employees impacted by the restructure for their contributions to the 2 

Company over the years.  3 

This move further reflects our determination to continue with our strategic plan by 4 

maximizing efficiencies to create a leaner and more flexible organization. We 5 

expect approximately CAD$3.5 million of annualized cost savings from mid-2023, 6 

while maintaining our anticipated revenue.  7 

We believe that with these steps we will be able to return value to our investors. 8 

We also anticipate that we will further optimize, driving synergies between our 9 

existing international operations, concentrating our resources where we see the 10 

most potential. 11 

As Shai will explain later in the call, our financials include the Company’s results 12 

from continued operations in Israel and Germany. The activities of our Canadian 13 

operations are collectively referred to as the discontinued operations. 14 

We are a new company today, with a sharper focus. We will use today’s call to 15 

help our investors understand what we see on the horizon, and what we are 16 

doing on the ground to get there.   17 

When we take a look at the overall cannabis market, we see that it is a dynamic 18 

and constantly evolving market. Consumers are becoming increasingly 19 

sophisticated.  Even in immature or new markets, consumers are all reading the 20 

same online articles and following the same influencers.   What took time to 21 

evolve in the more mature markets, is accelerating rapidly within the newer 22 

markets.    23 

The cannabis flower market, in 2023, is a buyers’ market.  Where before full 24 

vertical integration was the solution to the struggle to secure consistent premium 25 

supply, there now is a glut of premium cannabis on the market.   For a cannabis 26 

company to not only survive, but succeed in this market, it needs to be agile. It 27 

needs to be lean and efficient, to anticipate the market’s rapid evolution.  This is 28 

exactly what IM Cannabis is transitioning into, a lean and agile company with a 29 

clear focus on building brands that consumers love, driven by consumer insight.  30 
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Today, over a third of our organization is dedicated to sales and marketing, 1 

bringing our strategic focus to action.  2 

Immediately in front of us is a transition period designed to lead us to stronger 3 

results. I’m pleased to share that we will now direct more resources and efforts 4 

into where we believe we grow the fastest, namely Israel, and to grow where we 5 

see significant potential, namely Germany. I will now provide an overview of each 6 

of our market segments. After this overview, Shai will review our financial results 7 

before we open the call up for questions. 8 

In Israel, our reputation as a leading premium provider is on the rise, bolstering our 9 

competitive power in the Israeli market. We were early movers in the premium 10 

product categories and the initiators  of ultra-premium segment. Our mission is to 11 

continue to lead these market segments with state of the art products, inspiring 12 

storytelling and great service. 13 

Focusing our offering on premium products, led by patient insight, enables 14 

consistent premium pricing strategy deployment. In 2022, our price per gram 15 

increased by 15% vs 2021. We believe that our average selling price is the highest 16 

in Israel. Shai will elaborate on this further.  17 

In addition to the benefits of the Group’s long-term presence in Israel, we believe 18 

that with our strong sourcing infrastructure in Israel, advanced product knowledge, 19 

regulatory expertise, and strong commercial partnerships, we are well-positioned 20 

to address the ongoing needs and preferences of medical cannabis patients in 21 

Israel. 22 

 From an analysis of the parallels between the Israeli and German markets, we are 23 

confident that our success in Israel can be replicated in Germany.  24 

As we wait for the proposed legalization of recreational cannabis use in Germany, 25 

in the fourth quarter of 2022 we were pleased to see a continuation of the steady 26 

increase in self-paying patients, who can easily get a prescription and access high 27 

quality medical cannabis products. The number of teleclinics and online 28 

pharmacies available to medical cannabis patients is also continuing to increase.  29 
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In October, the German government unveiled plans for the legalization of 1 

recreational cannabis for adults. The general details have been worked out on a 2 

local level and a proposal was sent to the European Union.  A response is 3 

expected in the second quarter. The German health minister has commented that 4 

if everything goes well, legalization could be achieved as early as 2024.  5 

We strongly believe that German legalization will pave the way for legalization in 6 

other European countries such as Italy, Spain, France, and the UK. Our goal is to 7 

develop a strong foothold in the European market, securing significant market 8 

share through our go-to-market capabilities.  9 

We are now a much more focused and streamlined company. The Israeli and 10 

German cannabis markets have much in common such as a strong and well-11 

organized medical cannabis sector that distributes cannabis through pharmacies 12 

operating under the relevant GMP and EU-GMP standards. There is high 13 

consumer demand for premium cannabis, as well as a robust commercial 14 

infrastructure in both markets. In our view, these common points, plus our strong 15 

sourcing infrastructure, give us key competitive advantages in Germany.  16 

We will be allocating the needed capital and efforts to further establish our 17 

presence in Israel and Germany and to achieve profitability.  18 

We recently completed a private placement with aggregated gross proceeds of 19 

almost $6.5 million.  This capital allocation was critical in improving our ability to 20 

leverage our strengths and expertise, leaning further into our strategy.   21 

I will now turn the call over to our Chief Financial Officer, Shai Shemesh, who will 22 

review our fourth quarter and full year 2022 financial results.  23 

Shai? 24 

Shai Shemesh – Review of Financials  25 

Thank you, Oren.  26 

https://edition.cnn.com/2022/10/27/europe/germany-cannabis-legalization-recreational-use-intl/index.html
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As mentioned by Oren, the Company decided to commence its exit from Canada 1 

and is no longer providing any funding to its Canadian operations.   2 

In Q4 and full year 2022 financials, the Trichome Group was deconsolidated from 3 

the consolidated financial statements of IMCC and was classified as “discontinued 4 

operations” for all periods presented.  5 

I will now provide an overview of Q4 and full year 2022 financial results for the 6 

Company’s continuing operations.  7 

Revenues for 2022 were $54.3 million compared to $34.1 million in 2021, an 8 

increase of 60%. Revenues for Q4 2022 were $14.5 million compared to $9.9 9 

million in Q4 2021, an increase of 46%.  10 

The increase in revenue is primarily attributed to the increase in the quantity of 11 

medical cannabis products sold, as well the higher average selling price per gram 12 

once the Company shifted to a premium product portfolio in Israel.  Additional 13 

increases were derived from the Company’s organic growth and related synergies 14 

in the areas in which it operates. 15 

Total Dried Flower sold in 2022 was approximately 6,794kg with an average 16 

selling price of $7.12 per gram compared to approximately 4,278kg in 2021 with 17 

an average selling price of $6.18 per gram. This difference is mainly attributable to 18 

the higher average selling price per gram due to the acquisition of the pharmacies 19 

in Israel.  20 

Total dried flower sold in Q4 2022 was approximately 2,334kg with an average 21 

selling price of $5.19 per gram compared to approximately 1,220kg in Q4 2021, 22 

with an average selling price of $6.87 per gram. 23 

Gross profit for 2022 was $9.2 million, compared to $6.3 million in 2021, an 24 

increase of 46%. Gross profit for Q4 2022 was $2.6 million compared to $0.98 25 

million in Q4 2021, an increase of 165%. 26 
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Gross Margin in 2022 was 21%, compared to 25% in 2021. Gross Margin in Q4 1 

2022 was 19%, compared to 11% in Q4 2021.  2 

General and Administrative Expenses in 2022 were $21.5 million, compared to 3 

$17.2 million in 2021, an increase of 25%. General and Administrative Expenses 4 

in Q4 2022 were $9.8 million, compared to $5.4 million in Q4 2021, an increase of 5 

81%.  6 

The increase in the general and administrative expense is attributable mainly to a 7 

full year consolidation of the previously acquired Israeli entities that were not 8 

fully consolidated in 2021, as well as to non-recurring costs related to fair value 9 

adjustment of Company’s purchase option of a pharmacy. 10 

Selling and Marketing Expenses in 2022 were $11.5 million, compared to $6.7 11 

million in 2021, an increase of 72%. Selling and marketing expenses in Q4 2022 12 

were $3.1 million, compared to $2.9 million in Q4 2021, an increase of 7%.  13 

The increase is mainly attributed to the Company’s increased marketing efforts in 14 

Israel and increased distribution expenses related to the growth in sales and 15 

consolidation of selling and marketing expenses of entities acquired in 2021.  16 

Total operating expenses in 2022 were $40 million compared to $29.4 million in 17 

2021.  18 

Operating Loss in 2022 was $30.8 million, compared to $23.0 million 2021. 19 

Operating Loss in Q4 2022 was $10.7 million, compared to $8.7 million in Q4 20 

2021.  21 

Non-IFRS Adjusted EBITDA loss in 2022 was $11.5 million, compared to an 22 

Adjusted EBITDA loss of $14.3 million in 2021. Non-IFRS Adjusted EBITDA loss in 23 

Q4 2022 was $1.9 million, compared to an Adjusted EBITDA loss of $9.0 million in 24 

Q4 2021. The decrease is mainly attributable to improved performance of the 25 

Company’s general and administrative expenses such as cost reduction, cost 26 

efficiencies from synergies and other corporate expenses reduction. 27 
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Net Loss from continuing operations in 2022 was $24.9 million, compared to $0.7 1 

million in 2021. Net Loss from continuing operations in Q4 2022 was $9.7 million, 2 

compared to $8.4 million in Q4 2021.  3 

Basic Loss per Share in 2022 was $3.13, compared to a gain of $0.02 per Share in 4 

2021. Basic Loss per Share in Q4 2022 was $1.32, compared to a loss of $0.19 in 5 

Q4 2021.  6 

Diluted Loss per Share in 2022 was $3.81, compared to a loss of $3.62 per Share 7 

in 2021. Diluted Loss per Share in Q4 2022 was $1.28, compared to a loss of 8 

$0.19 per share in Q4 2021.  9 

Cash and Cash Equivalents as of December 31, 2022 were $2.4 million compared 10 

to $13.9 million in December 31, 2021.  11 

Total assets as of December 31, 2022 were $60.7 million, compared to $287.4 12 

million in December 31, 2021, a decrease of 79%. The decrease is mainly 13 

attributed to a goodwill impairment of $107.8 million relating to Trichome 14 

acquisition and the deconsolidation of Trichome groups assets of $54.7 million.   15 

By exiting the Canadian market, we were able to reduce the Company’s liabilities 16 

level substantially. Total Liabilities as of December 31, 2022 were $36.9 million, 17 

compared to $82.4 in December 31, 2021, a decrease of approximately 55%.   18 

The Company is planning to finance its operations from its existing and future 19 

working capital resources as well as from of its available credit facilities and will 20 

continue to evaluate additional sources of capital and financing as needed.  21 

In addition to our financial results, on November 17, 2022 the Company 22 

announced the completion of its share consolidation on the basis of one post-23 

consolidation Common Share for each ten pre-consolidation Common Shares, and 24 

regained compliance with the Nasdaq minimum bid price requirements.  25 

I would now like to turn the call back to Oren for closing remarks. Oren? 26 

Oren Shuster – Closing Remarks   27 
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Thank you, Shai. 1 

We will continue to concentrate our efforts on our highest value markets, Israel 2 

and Germany and accelerate our path to profitability. We will maximize 3 

efficiencies and continue to create the right balance for future success. We are 4 

further strengthening our Israeli operations and are leveraging the synergies 5 

between the German and Israeli markets to achieve a leading position in the 6 

European medical market, positioning ourselves to fully capitalize on the German 7 

recreational cannabis market upon legalization.   8 

In short, we spent 2022 and the beginning of 2023 transforming into the new 9 

IMC.  We have what it takes to succeed, we are lean and agile, focused on 10 

building brands our consumers love and ready to be one step ahead. It is now 11 

time to look forward and deliver on our strategy.  I’d also like to take this 12 

opportunity to thank my team for delivering a 60% increase in revenue during this 13 

transformational year. 14 

With that, I hand the call over to the operator to begin our question-and-answer 15 

session. Operator? 16 

Operator 17 

Q&A session prompts, Q&A Session 18 

Oren Shuster – Conclusion after Q&A - LIVE 19 

Thank you, Operator, and thank you all for joining our call today. Please continue 20 

to track our progress as we continue to execute on our growth strategy, and I look 21 

forward to speaking with you in the coming quarters. 22 


