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Company Update 

Summary: Plans to potentially divest the plant touching business (PTB) make sense to us. The 

Jupiter unit has potential (despite ongoing market share erosion in vape part), if the company 

continues to work with CCELL in collaborative ways to deal with the increased competition and 

changes in consumer trends. But in the current landscape, with TILT’s valuation in line with similar 

size peers, lack of visibility on several key issues (sale and price of PTB; the evolution of Jupiter; 

Smoore/CCELL making radical changes), and high debt levels, we prefer to remain Neutral. See our 

Downgrade to Neutral report from 8/21/24. 

Brief 3Q24 recap: plant touching business (PTB). PTB sales fell 7% seq and -14% yoy, with deflation 

a general theme, less rev/store in MA (owing to more store openings), and the PA wholesale piece 

impacted as more vertical operators allocate more own product to their stores (reducing their net 

purchases from outside vendors like TILT’s Standard Farms unit). TILT does split margins by 

division, but we note reported consolidated gross margins have fallen from 18% in 1Q24 to 16% in 

2Q and 14% in 3Q. That said, with Jupiter’s transition to a distribution fee model for about half of 

its business, we would expect 4Q margins to ramp (3Q only captured one month of the announced  

distribution fee model). Note. See our initiation report (11/2/23) for a detailed discussion of these 

assets. 

Brief 3Q24 recap: Jupiter (vape parts). Underlying Jupiter sales trends are tougher to assess, as 

since 3Q (Sep) about half of its US sales have shifted to a distribution fee model. Back in 3Q23, 

Jupiter posted net sales of $33Mn, with Canada contributing $6Mn (rounding) and the US the 

balance. Of the US piece ($27Mn taking 3Q23), we calculate $15Mn has moved (since Sep) to a 

distribution fee model generating a 15% fee. So, all else equal, US sales should have been ~$22Mn 

in 3Q24 ($0.8Mn from distribution fees on $5Mn, for the month of Sep, and $12Mn on the full P&L 

sales), but these came in at $9.4Mn (total Jupiter was $15.8Mn and Canada was $6.4Mn). 

Management attributed the like for like decline to issues with the vape parts supplier (shipment 

delays and invoicing transitions issues with customers shifted to the distribution model). If our 

math is right, the yoy drop in LFL Jupiter’s US revenues is concerning (Canada was up 11% yoy, but 

GM went from 29% to zero), because it shows the recent changes have not altered the market 

share bleed. Of course, if these are indeed transitory issues, as per management, we should see 

improvements in coming qtrs. 

The potential divestiture of the plant-touching business.  We roughly estimate two thirds of the 

plant touching business (PTB) sales come from MA (vertical ops), 20-25% from the PA cultivation 

business, and the balance from an OH processing unit. In total, we calculate ~75% of revenues are 

generated by wholesale (own brands and partner brands). Based on new regs, the company has 

been granted licenses to open 3 stores in PA (and garnered funding to go ahead with these stores). 

TILT does not provide a split of gross margins (or EBITDA) by division; but in the past, if we took 

20% GM for Jupiter, that would have meant plant touching was in the 30-40% range. But we 

believe this is much lower now. Based on comps, we’d take somewhere between 0.5-1x sales to 

value PTB, or $20-30Mn (taking the low and mid end of that range) vs. TILT’s $3Mn market cap (all 

this before factoring net debt and associated lease commitments).  

https://zuanic.worldflowconnect.net/opendirect/1a63399b-63c8-4b5d-939a-19d8f8c9a792/240821%20Tilt.pdf?token=67218382-fb5b-45b6-93a1-d89347854d99&extension=.pdf
https://zuanic.worldflowconnect.net/opendirect/8aa69607-7fd6-4f77-a6ec-39aab2dcb911/231102%20Tilt.pdf?token=3b2bae1f-604d-41b2-a63a-c6c473f38978&extension=.pdf
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Outlook. Here we discuss Jupiter only, on the assumption the PTB will, sooner or later, be divested. 

Supposedly, Jupiter and Smoore’s CCELL unit, are working in greater coordinated fashion now than 

in the past, bringing innovation to the market, and CCELL also diversifying its production base away 

from China (given the threat of looming tariffs). Jupiter has also strengthened its management 

team with recent hires. The companies are adapting to new consumer trends in vape, like the rise 

of AIOs (see our report from 11/11/24). All this said, we understand that CCELL now has its own 

people based in the US for direct customer support (so far, no overlap with Jupiter, we are told), 

and Jupiter is also (on the margin) developing its own proprietary technologies (as alluded by 

management in past calls) and supplementing its existing supply chain. We are not sure where this 

will all end up. But given the competitive threats, in our judgment, it could be better for 

Smoore/CCELL to merge its North American distributors and take an equity stake in the combined 

company. No, we do not believe the current state of affairs is sustainable – in fact, it has led to the 

continued market share bleed of the past five years. All this is unfortunate given the opportunity. 

Given its vast resources, historical know-how, and R&D capabilities, we believe that with the 

proper structure the Smoore CCELL ecosystem (with its US distributors) should be able to keep 

(and grow) its leadership in the vape parts industry. 

Stock performance and valuation. The TILT valuation is seemingly attractive, with market cap only 

at $3Mn and total annualized revenues of $108Mn (taking 3Q24). But total debt is an issue, with 

net debt at $62Mn ($12Mn due in 2025 and $38Mn in 2026) and net leases at $44Mn. With the 

stock at 1c, we calculate a spot EV of $111, or 1x sales (in line with tier 3 MSOS; yes, we realize 

Jupiter could be valued higher). EBITDA is negative, although +$2Mn of operating cash flow in 3Q24 

was encouraging. If PTB can be sold for at least $20Mn, with no new cash infusion, and the buyer 

taking part of the net debt and net leases, that would leave an EV for Jupiter of $91Mn. If we take 

a sales base for Jupiter of $64Mn per annum (3Q24 x 4), with distribution fees at $9Mn (100% GM) 

and the balance of $53Mn generating 20% gross margins, that would mean Jupiter gross profits of 

$20Mn. If we assume cash opex of $10Mn, that yields EBITDA of $10Mn. At 9x EBITDA, the Jupiter 

business could be an attractive investment, especially factoring growth for 2025 and with some of 

the changes outlined above in the Smoore/CCELL ecosystem implemented. But given the lack of 

visibility of several of these issues (sale of PTB; evolution of Jupiter; Smoore/CCELL making radical 

changes) and the high debt levels, we prefer to remain Neutral. 

  

https://zuanic.worldflowconnect.net/opendirect/09a6b310-cbb9-4885-bc94-aa5313dfc6a6/241111%20Vape%20in%20CA,%20MI,%20and%20Canada.pdf?token=eb3b5cc6-35cd-45ba-964f-e11bbc499c3a&extension=.pdf
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Table 1: Companies mentioned in this report. 

 
Source: Z&A 
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Appendix I: Company Financials 
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Exhibit 1: Financial highlights 

 
Source: Z&A estimates, company reports 
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Exhibit 2: Cash Flow 

 
Source: Z&A estimates, company reports 
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Exhibit 3: Divisional split 

 
Source: Z&A estimates, company reports 
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Exhibit 4: Forward EV calculations (and forward multiples as per our methodology), and forward share price scenarios 

 
Source: Z&A estimates, company reports  
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Appendix II: MSO Valuation Comps 
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Exhibit 5: Valuation Comps – MSOs 

 
Source: FactSet and company reports 
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Exhibit 6: Spot EV calculation - MSOs 

 
Source: FactSet and company reports 
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Exhibit 7: Stock Performance 

 
Source: FactSet  
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Analyst Bio 

 

Pablo Zuanic is a well-known and highly rated equity analyst following the broader cannabinoids (THC cannabis, hemp derivatives, CBD) and consumer sectors. 

Over the past six years he has launched coverage of over 40 companies in the US, Canada, and overseas; plant-touching as well as service providers (tech; 

finance); and has also worked with several private companies. He follows closely the reform process in the US, Canada, Germany, Australia, and elsewhere, and 

relies on a fundamental and data-driven approach to keep track of sectoral trends. His firm Zuanic & Associates publishes equity research, both from a 

macro/sectoral level in a thematic manner, as well as on listed stocks. The research service is aimed at institutional investors, corporations, and regulators. The 

firm is also available for short-term consulting and research advisory projects. Approaching the third year since its inception, the firm has collaborated with over 

25 companies (in North America and overseas; plant touching and service providers; public and private), both on an on-going basis as well for specific projects. 

At various points in his career, Pablo Zuanic was ranked in the Institutional Investor magazine surveys and was called as expert witness in industry investigations. 

He has a deep global background having covered stocks over the past 20 years in the US, Europe, Latin America, and Asia, across consumer sub sectors. Prior 

employers include JP Morgan, Barings, and Cantor Fitzgerald. An MBA graduate of Harvard Business School, he started his career as a management consultant, 

which brings a strategic mindset to his approach to equity research. He can be contacted via the company’s portal www.zuanicassociates.com; via email at 

pablo.zuanic@zuanicgroup.com; or via X @420Odysseus. 

 

  

http://www.zuanicassociates.com/
mailto:pablo.zuanic@zuanicgroup.com
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Disclosures and Disclaimers 

 

About the firm: Zuanic & Associates is a domestic limited liability company (LLC) registered in the state of New Jersey. The company’s registered address is Five Greentree Centre, 525 Route 73, N 

Suite 104, Marlton, New Jersey 08053, USA. Pablo Zuanic is the registered agent. The firm publishes equity research on selected stocks in the cannabis and psychedelics sector, as well as thematic 

macro industry notes. The firm also provides consulting and advisory services. Potential conflicts of interest are duly reflected in the respective specific company reports.  

Analyst Certification: The publishing analyst, whose name appears on the front page of this report, certifies that the views expressed in this independent research report accurately reflects his 

personal views about the subject securities or issuers discussed in this report. His opinions and estimates are based on his best judgement at the time of publication and are subject to change without 

notice. As per the company’s policy, the author of this report does not own shares in any company he covers. 

Other: This report is for use by professional and or institutional investors only, and it is deemed impersonal investment advice, published on a bona fide and regular basis. This report is for informational 

purposes only and is based on publicly available data believed to be reliable, but no representation is made whether such data are accurate or complete. As such, this report should not be regarded 

by its recipients as a substitute for obtaining independent investment advice and/or exercise of their own judgement. When making an investment decision this information should be viewed as just 

one factor in the investment decision process. Neither the publishing analyst, nor any of the company’s officers and directors, accept any liability for any loss or damage arising out of the use of all or 

any part of the analyst’s research. 

Risks: The financial instruments mentioned in this report may not be suitable for all investors and investors must make their own investment decisions based on their specific investment objectives. 

Past performance should not be taken as an indication or guarantee of future performance. The price, value of and income from, any of the financial instruments featured in this report can rise as 

well as fall and be affected by changes in political, financial, and economic factors. If a financial instrument is denominated in a currency other than the investor's currency, a change in exchange rates 

may adversely affect the price or value of, or income derived from, the financial instrument, and such investors effectively assume currency risk. 

Disclosure: Zuanic & Associates offers advisory and research services, and it also organizes investor events and conferences. The firm is often engaged by various operators in the cannabis industry 

(both plant touching companies and those providing services, private and public, in North America and overseas) on an ongoing or ad hoc basis. The company discussed in this report is a paying 

customer of the services provided by the firm. 

Copyright: No part of this publication may be reproduced, distributed, or transmitted in any form or by any means, including photocopying, recording, or other electronic or mechanical methods, 

without the prior written permission of the author. 

 


