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The following management’s discussion and analysis (“MD&A”) for Organic Flower Investments Group 
Inc. (Formerly Q Investments Ltd). was prepared by management based on information available as at 
February 25, 2019. This MD&A should be reviewed in conjunction with the condensed interim 
consolidated financial statements (the “Interim Financial Statements”) and notes thereto, for the period 
ended December 31, 2018. The Company’s condensed interim consolidated financial statements are filed 
on SEDAR and available for review at www.sedar.com.  

As used in this MD&A, the terms “we”, “us”, “our”, “Organic Flower” and the “Company” means Organic 
Flower Investments Group Inc. (Formerly Q Investments Ltd.), and our wholly-owned subsidiaries: Cubix 
Acquisitionco Inc. and Pleasant Shores Ventures Ltd. 

During the period ended December 31, 2018, the Company changed its presentation currency from US 
dollars to the Canadian dollars to better reflect the Company’s ongoing transactions. Unless otherwise 
noted, all dollar amounts are expressed in Canadian dollarsand any references to common shares are to 
common shares in the capital of Q Investments, unless the context clearly states otherwise.   

Forward-Looking Information 

Certain information in this MD&A and the documents incorporated by reference contain forward-looking 
information, which includes forward-looking information within the meaning of applicable Canadian 
securities laws. Forward-looking statements are statements which relate to future events or our future 
performance, including our future financial performance.  In some cases, you can identify forward-looking 
statements by terminology such as “may”, “should”, “expects”, “plans”, “anticipates”, “believes”, 
“estimates”, “predicts”, or “potential” or the negative of these terms or other comparable terminology. 
These statements are only predictions and involve known and unknown risks, uncertainties and other 
factors that may cause the Company’s or the industry’s actual results, levels of activity, performance or 
achievements to be materially different from any future results, levels of activity, performance or 
achievements expressed or implied by these forward-looking statements.  No assurance can be given that 
any of the events anticipated by the forward-looking information and statements will occur or, if they do 
occur, what benefits we will obtain from them. This MD&A contains forward-looking information and 
statements, which may include, but are not limited to: statements with respect to the financial and operating 
performance of the Company and its subsidiaries; investment objectives and strategies; business goals and 
strategies; forecast operating and financial results; planned capital expenditures; competitive advantages; 
business prospects and opportunities; proposed transactions and subsequent events; costs and timing of 
developmental new projects; our management’s assessment of future plans and operations; our anticipated 
liquidity and various matters that may impact such liquidity; and requirements for additional capital. 
 
While these forward-looking statements, and any assumptions upon which they are based, are made in good 
faith and reflect our current judgement regarding the direction of our business, actual results will almost 
always vary, sometimes materially, from any estimates, predictions, projections, assumptions or other 
future performance suggested in this MD&A. These assumptions, which includes management’s current 
expectations, estimates and assumptions about certain projects and the markets we operate in, the global 
economic environment, interest rates; our ability to generate sufficient cash flow from operations to meet 
our current and future obligations and other risks and uncertainties described from time to time in the 
filings we make with securities regulatory authorities; the impact of increasing competition; our ability to 
obtain qualified staff; currency, exchange and interest rates. A number of risks and uncertainties could 
cause our actual results to differ materially from those expressed or implied by the forward-looking 
information and statements, including, but not limited to: the failure of the Company to execute our 
business plans; general economic conditions as they affect us; risks associated with technology and its 
application to our business; changes in the applicable regulatory framework, including changes to tax and 
other laws or regulations, or changes associated with compliance; our ability to control our operating costs, 
general administrative and other expenses; other factors beyond our control; insufficient investor interest in 
our securities which may impact on our ability to raise additional financing as required; and those factors 
described in the section titled “Risk Factors” in this MD&A. 
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This forward-looking information is based on the estimates and opinions of our management at the time 
they are made. Although we believe that the expectations reflected in these forward-looking statements are 
reasonable, we cannot guarantee future results, levels of activity, performance or achievements. Readers of 
this MD&A are cautioned not to rely on such forward-looking statements. The forward-looking 
information and statements contained in this MD&A are made as of February 25, 2019 and the Company 
assumes no obligation to update or revise them to reflect new events or circumstances, except as required 
by law or applicable regulation. 

Description of Business 

The Company is an investment holding firm, which specializes in providing early-stage financing to private 
and public companies. Our management’s primary objective is to identify and secure innovative investment 
opportunities, which will add to the equity value for our shareholders.  

Most recently, the Company has begun to focus its attention on bio-medical, pharmaceutical, and 
naturopathic investments, which may include medical or recreational cannabis in Canada. In September 
2018, the Directors of the Company approved the redomiciliation of the Company from Bermuda to British 
Columbia, Canada as the Company anticipates its principal activity will occur in Canada. 

Overall Performance 

Management has determined that the Company operates in one dominant industry segement, which 
involves taking early equity and/or debt positions, primarily in promising, early-stage companies. . On 
December 6, 2018, the Company domiciled its operations to British Columbia, Canada. As at December 
31, 2018, the Company had a working capital of $8,544,697 compared to working capital of $1,253,307 at 
June 30, 2018. As at December 31, 2018, cash was $485,023 compared to $1,933 at June 30, 2018. The 
Company posted a net loss of $2,505,263 for the period ended December 31, 2018 compared to a net 
income of $1,304,200 for the comparative period. 

The Interim Financial Statements of the Company have been prepared on the basis of accounting principles 
applicable to a going concern, which assumes the Company will be able to continue in operation for the 
foreseeable future and will be able to realize its assets and discharge its liabilities and commitments in the 
normal course of business. Several adverse conditions cast doubt on the validity of this assumption. The 
Company has limited resources, limited sources of operating cash flow and if required, no assurances that 
sufficient funding will be available.  

Certain economic conditions are causing volatile natural resources prices, which my negatively impact the 
Company’s investments. Management cannot predict the timing or duration of the current economic 
situation or the strength of any subsequent industry recovery and cannot predict the extent to which the 
current volatility will impact the Company. 

Corporate Highlights 

During the period ended December 31, 2018, the Company approved a forward stock split (“Stock Split”) 
of its issued share capital on a one old for two new basis. The Stock Split has been reflected retroactively. 

On December 12, 2018, the Company issued 17,898,766 Units (“Units”) at a price of $0.30 per Unit for 
gross proceeds of $5,369,630. Each Unit consists of one common share and one share purchase warrant; 
each share purchase warrant is exercisable at $0.65 per share for 2 years. In conjunction with the Unit 
financing, the Company paid legal and share issuance costs of $291,730. 

On August 21, 2018, the Company issued 59,360,424 Units (“Units”) at a price of $0.0575 per Unit for 
gross proceeds of $3,413,224. Each Unit consist of one common share and one share purchase warrant; 
each share purchase warrant is exercisable at $0.075 per share for five years. 

On August 21, 2018, the Company issued 26,625,000 Units (“Units”) pursuant to the conversion of the 
principal portion of the Company’s outstanding convertible debenture. Each Unit consists of one common 
share and one share purchase warrant; each share purchase warrant is exercisable at $0.05 per share until 
June 16, 2021. 
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Corporate Highlights (continued) 

During the period ended December 31, 2018, the Company issued 2,326,880 common shares pursuant to 
warrant exercises for gross proceeds of $124,594. 

During the period ended December 31, 2018, the Company issued 360,000 common shares pursuant to 
option exercises for gross proceeds of $63,000. The Company reclassified $46,990 from contributed 
surplus to share premium. 

On December 6, 2018, the Company redomiciled its opertions from Bermuda to British Columbia, Canada. 

On December 12, 2018, the Company issued 17,898,766 Units (“Units”) at a price of $0.30 per Unit for 
gross proceeds of $5,369,630. Each Unit consists of one common share and one share purchase warrant; 
each share purchase warrant is exercisable at $0.65 per share for 2 years. In conjuction with the Unit 
financing, the Company paid legal and share issuance costs of $291,730. 

During the period ended December 31, 2018, the Company acquired 7,500,000 common shares of DOC for 
$7,500,000. DOC is a privately held Toronto-based cannabis investment Company. DOC’s sole asset is an 
equity participation and earn-in agreement with Agraflora Organics International Inc. (“Agraflora”), a 
growth oriented and diversified international cannabis Company. Agraflora is developing a large scale 2.2 
million square foot commercial medical cannabis cultivation operation (“Facility”) in Delta, British 
Columbia. In addition to the equity interest in Agraflora, DOC will earn a 20% interest in the Facility. To 
date, DOC has acquired 27,863,775 common shares of Agraflora. 
 

Discussion of Operations 

The following is a breakdown of the expenses incurred by the Company for the three and six- month period 
ended December 31, 2018 and 2017. 
   
 For the 3 months ended For the 6 months ended 

 

 December 
31, 2018 

 December 
31, 2017 

 December 
31, 2018 

 December 
31, 2017 

 
   (note 12 - 

restated) 
   (note 12 - 

restated) 

Net investment gain (loss)         

   Fair value change in investments $ (297,192) $ 1,667,022 $ (708,868) $ 1,447,797 

   Gain on sale of investments  -  -  -  60,432 
  (297,192)  1,667,022  (708,868)  1,505,229 

Expenses 
       

 
         
  Accretion of convertible debentures  -  (13,536)  (159,191)  (27,072) 
  Consulting  (15,250)  -  (15,250)  - 
  Management and administrative  (21,546)  (12,500)  (38,929)  (25,000) 
  Filing and transfer fees  (46,207)  (20,385)  (65,714)  (22,048) 
  Foreign exchange loss  (2,808)  -  (2,808)  (25) 
  Office and other miscellaneous  (359)  (89)  (406)  (166) 
  Professional fees  (55,161)  (8,566)  (119,322)  (23,000) 
  Share-based compensation  -  -  (479,136)  - 
  Travel  -  (3,054)  -  (3,054) 
  Interest on convertible debt   -  (50,332)  (28,996)  (100,664) 
  (141,331)  (108,462)  (909,752)  (201,029) 
         
Net income (loss) for the period  (438,523)  1,558,560  (1,618,620)  1,304,200 
Loss on conversion of convertible loan  -  -  (886,643)  - 
Net income (loss) and comprehensive income (loss) for 
the period $ (438,523) $ 1,558,560 $ (2,505,263) $ 1,304,200 
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Discussion of Operations (continued) 

Six month period ended December compared to the six month period ended December 31, 2018: 
 

 The change in fair value is attributed to fluctuations in the stock price of Pinedale Energy Limited 
during Q2 2019. The energy industry continues to face headwind resulting in an overall decline in 
fair value from the comparative period. The previous period saw unrealized gains on the 
Company’s investment in Pinedale Energy Limited. 

 The Company did not sell any of its investments during Q2 2019 compared to the sale of various 
investments. In the Comparative period the Company sold 140,000 shares of Pentanova Energy 
Corp for net proceeds of $56,489 and realized a loss of $16,676 on the sale. The Company also 
sold 60,000 shares of Leagold Mining Corp. for net proceeds of $182,108 and realized a gain of 
$77,108. 

 The Company granted 3,564,112 stock options to various consultants of the Company with an 
exercise price of $0.16 with a 10-year term. The estimated fair value of the stock options was 
$479,137, measured using the Black-Scholes Option Pricing Model. 

 Accretion of convertible debentures increased as the Company converted the convertible debt 
earlier than the life of the debt. This resulted in an increase in convertible debt relative to 
comparative period. 

 Filing and transfer agent fees increased as the Company filed more press releases than the 
comparative period. In general, there was an overall increase in activity in the Company. 

 A two new directors joined the Board of Directors, resulting in an overall increase in management 
and administrative fees. 

 Consulting and professional fees increased as the Company executed two private placements 
during the period and converted the Company’s convertible debt. Furthermore, the Company 
completed due diligence on prospective investments including DOC, restructured its share capital 
and incurred accounting fees. These factors resulted in an overall increase in professional fees 
during the period as the comparative period was fairly inactive. 

 Interest decreased as the Company converted the Company’s convertible debt during the quarter. 
 On August 21, 2018, the Company converted $1,331,250 of convertible debt into units of the 

Company. The fair value of the common shares on the date of conversion was $3,727,500. The 
equity and liability portion of the convertible debt totaled $2,840,857 resulting in a loss on 
conversion of convertible debt of $886,643.  

 Consulting fees increased as a private company controlled by a director of the Company charged 
consulting fees. 

During the three-month period ended December 31, 2018, the Company incurred loss and comprehensive 
losses (income) of $438,523 compared to ($1,558,560). The Company generated a comprehensive income 
in the comparative period due to an unrealized fair value gain on investment. A significant amount of the 
overall expenditures was incurred during the three-month period ended December 31, 2018 and the 
explanations of the nature of costs incurred are similar to the above descriptions.  

Summary of Quarterly Results 

The following table presents selected unaudited consolidated financial information for the previous eight 
quarters: 
 

(CAD$) 2019 2018 2017 

Period Ending Q2 Q1 Q4 Q3 Q2 Q1 Q4 Q3 

Net investment 
(loss) income (297,192) (411,676) (1,038,830) (731,014) 1,306,066 137,451 898,354 (106,291) 
Net income 
(loss) (438,523) (2,066,740) (1,213,082) (798,761) 1,198,285 105,379 697,958 

 
(212,974) 

Basic income  
(loss) per Share (0.00) (0.10) (0.39) (0.26) 0.39 0.03 0.23 (0.07) 

Diluted income 
(loss) per Share (0.00) (0.10) (0.36) (0.24) 0.36 0.03 0.21 0.06 
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Summary of Quarterly Results (continued) 

 

The quarterly financial information for the 2018 and 2017 fiscal periods, are presented in accordance with 
IFRS.  
 
Since fiscal 2009, the Company has been negatively impacted by poor stock market performance, volatile 
commodity prices, and substantially weakened global economic performance.  Quarter-to-quarter 
performance is affected by the timing of specific write-downs. There was an increase in losses between 
2018 Q4 to 2018 Q1 as the Company recorded a one-time loss of $886,643 on the conversion of 
convertible debt and an unrealized loss of investment income. Q4 2017 to Q2 2018 saw net investment 
income and net income increase due to a short term unrealized gain on investment. 

Liquidity 

As at December 31, 2018, the Company had working capital of $8,544,697 compared to working capital of 
$1,253,307 as at June 30, 2018. Cash as at December 31, 2018 was $485,023 compared to $1,933 as at 
June 30, 2018. The Company has limited resources, limited source of operating cash flow, and no 
assurance that sufficient funding will be available.  Management does have the option to raise funds 
through the sale of Company investments, debt and or equity financing. The success of these plans will 
depend upon future events, and the Company’s abilities to achieve profitability and positive cash flows is 
uncertain. These material uncertainties cast significant doubt upon the Company’s ability to continue as a 
going concern. 

Capital Resources 

During the period ended December 31, 2018, the fair value change in investments was a loss of $708,868 
compared to a gain of $1,447,797 during the period ended December 31, 2017.During the period ended 
December 31, 2018, the Company acquired 7,500,000 common shares of DOC for $7,500,000. DOC is a 
privately held Toronto-based cannabis investment Company. DOC’s sole asset is an equity participation 
and earn-in agreement with Agraflora Organics International Inc. (“Agraflora”), a growth oriented and 
diversified international cannabis Company. Agraflora is developing a large scale 2.2 million square foot 
commercial medical cannabis cultivation operation (“Facility”) in Delta, British Columbia. In addition to 
the equity interest in Agraflora, DOC will earn a 20% interest in the Facility. To date, DOC has acquired 
27,863,775 common shares of Agraflora. 
 
The Company has no assurance that additional funding will be available to it for investment opportunities 
or future projects. There can be no assurance that it will be able to obtain adequate financing in the future 
or that the terms of such financing will be favorable. Failure to obtain such additional financing could result 
in a delay or indefinite postponement of further investment opportunities or future projects. 
 
Operating Activities 
 
Cash used in operating activities during the period ended December 31, 2018 was $259,598 compared to 
cash used in operating activities of $58,564 during the period ended December 31, 2017.  
 
Financing Activities 
 
Cash provided by financing activities was $8,242,688 compared to $nil in the comparative period. The 
Company completed a private placement, raising $8,491,124. The Company also exercised stock options 
and warrants for gross proceeds of $63,000 and $124,594, respectively. The Company used a large portion 
of the finances to make its strategic investment in DOC. 
 
The Company also paid $436,030 in accrued interest on the convertible debt. 
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Investing Activities 
 
During the period ended December 31, 2018, the Company’s net cash used in (provided by) investing 
activities was $7,500,000 compared to ($38,497). The Company made its first strategic investment into the 
cannabis market, investing $7,500,000 at $1.00 per share, for 7,500,000 common shares of DOC. In the 
comparative period, the Company sold 140,000 shares of Pentanova Energy Corp, for net proceeds of 
$56,489 and realized a loss of $16,676 on the sale. The Company also sold 60,000 shares of Leagold 
Mining Corp., for net proceeds of $182,108 and realized a gain of $77,108. 

Off-Balance Sheet Arrangements 

The Company does not have any off-balance sheet financing arrangements.  

Transactions with Related Parties 

The Directors and Executive Officers of the Company are as follows: 

John Martin  Director and President 
Tracy Packwood  Chief Financial Officer 
Theo Van Der Linde Director 
Joel Dumaresq  Director 
 
During the period ended December 31, 2018, John Proust and Michael Andrews resigned from the board of 
directors and management. 
 
The following is a summary of related party transactions that occurred during the period ended December 
31, 2018 that have not otherwise been disclosed: 
 

(a) Included in accounts payable and accrued liabilities is $13,452 (June 30, 2018 - $13,261). 
$3,452 (June 30, 2018 - $13,261) is payable to ‘Cohort Limited’, a company controlled by 
Tracy Packwood, a director and an officer of the Company, and $10,000 (June 30, 2018 - $Nil) 
is due to Joel Dumaresq, a director of the Company. Amounts due to related parties have no 
stated terms of interest and/or repayment. 
 

Key management personnel include the directors and officers of the Company. Key management 
compensation consists of the following: 

 

 

December 
31, 

2018 
$ 

December 
31, 

2017 
$ 

Management and administrative fees paid or accrued to a company controlled by the CFO  12,208 10,000 

Management and administrative fees paid or accrued to the President 9,221 - 

Director  fees paid or accrued to a company controlled by Joel Dumaresq 10,000 - 

Director fees paid or accrued to a company controlled by Theo Van Der Linde 10,000 - 

Management and administrative fees paid to a company controlled by the former President 7,500 7,500 

 
There were no post-employment benefits, termination benefits or other long-term benefits paid to key 
management personnel for the period ended December 31, 2018 and 2017. 



Organic Flower Investments Group Inc.  
(Formerly Q Investments Ltd.) 
Management’s Discussion and Analysis 
December 31, 2018  

8 
 

Significant Accounting Policies 

The significant accounting policies used by the Company are disclosed in Note 3 of our audited annual 
Financial Statements for the year ended June 30, 2018 and in our condensed interim consolidated financial 
statements for the period ended December 31, 2018. The company adopted the following accounting 
policies as of December 31, 2018: 

Share Capital 

During the period ended December 31, 2018, the Company’s share structure changed to unlimited common 
shares with no par value. 

IFRS 9 – Financial Instruments 

IFRS 9 was issued by the International Accounting Standards Board ("IASB") in November 2009 and 
October 2010 and will replace IAS 39. IFRS 9 uses a single approach to determine whether a financial asset 
is measured at amortized cost or fair value, replacing the multiple rules in IAS 39. The approach in IFRS 9 
is based on how an entity manages its financial instruments in the context of its business model and the 
contractual cash flow characteristics of the financial assets. Two measurement categories continue to exist 
to account for financial liabilities in IFRS 9, FVTPL and amortized cost. Financial liabilities held-for-
trading are measured at FVTPL, and all other financial liabilities are measured at amortized cost unless the 
fair value option is applied. The treatment of embedded derivatives under the new standard is consistent 
with IAS 39 and is applied to financial liabilities and non-derivative hosts not within the scope of the 
standard. IFRS 9 introduces an ‘expected credit loss’ model for the impairment of financial assets. The 
measurement of the Company’s financial assets and liabilities will not significantly change on transition to 
IFRS 9. Additionally, the Company is exposed to minimal expected credit losses due to the fact that it has 
an insignificant amount of accounts receivable. The Company has adopted the amendments to IFRS 9 in its 
financial statements for the annual period beginning on August 1, 2018 with no resulting adjustments 

IFRS 15 – Revenue with Contracts 

IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is 
recognized. It has replaced IAS 18 Revenue, IAS 11 Construction Contracts and related interpretations. The 
new standard establishes a five-step model to account for revenue arising from contracts with customers. 
Under IFRS 15, revenue is recognized at an amount that reflects the consideration to which an entity 
expects to be entitled in exchange for transferring goods or services to a customer.  

The Company has adopted the amendments to IFRS 15 in its financial statements for the annual period 
beginning on August 1, 2018 with no resulting adjustments. 

New Accounting Pronouncements 

The following new pronouncements will be effective in future periods: 

Accounting for Acquisitions of Interests in Joint Operations (Amendments to IFRS 11 Joint 
Arrangements)  

Amends IFRS 11 to require an acquirer of an interest in a joint operation in which the activity constitutes a 
business (as defined in IFRS 3 Business Combinations) to:  
 

 apply all of the business combinations accounting principles in IFRS 3 and other IFRS, except for 
those principles that conflict with the guidance in IFRS 11.  

 disclose the information required by IFRS 3 and other IFRS for business combinations.  

The amendments apply both to the initial acquisition of an interest in joint operation, and the acquisition of 
an additional interest in a joint operation (in the latter case, previously held interests are not remeasured).  

Note: The amendments apply prospectively to acquisitions of interests in joint operations in which the 
activities of the joint operations constitute businesses, as defined in IFRS 3, for those acquisitions occurring 
from the beginning of the first period in which the amendments apply. Amounts recognized for acquisitions 
of interests in joint operations occurring in prior periods are not adjusted.  
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Applicable to the Company’s annual period beginning July 1, 2018. 
 
IFRS 16 Leases 

 
This new standard sets out the principles for the recognition, measurement, presentation and disclosure of 
leases for both the lessee and the lessor. The new standard introduces a single lessee accounting model that 
requires the recognition of all assets and liabilities arising from a lease. 
 
The main features of the new standard are as follows: 
 

 An entity identifies as a lease a contract that conveys the right to control the use of an identified 
asset for a period of time in exchange for consideration. 

 A lessee recognizes an asset representing the right to use the leased asset, and a liability for its 
obligation to make lease payments. Exceptions are permitted for short-term leases and leases of 
low-value assets. 

 A lease asset is initially measured at cost, and is then depreciated similarly to property, plant and 
equipment. A lease liability is initially measured at the present value of the unpaid lease payments. 

 A lessee presents interest expense on a lease liability separately from depreciation of a lease asset 
in the statement of profit or loss and other comprehensive income. 

 A lessor continues to classify its leases as operating leases or finance leases, and to account for 
them accordingly. 

 A lessor provides enhanced disclosures about its risk exposure, particularly exposure to residual-
value risk. 

 
The new standard supersedes the requirements in IAS 17 Leases, IFRIC 4 Determining Whether an 
Arrangement Contains a Lease, SIC-15 Operating Leases – Incentives and SIC-27 Evaluating the 
Substance of Transactions Involving the Legal Form of a Lease. 
 
Applicable to the Company’s annual period beginning July 1, 2019. 
 
Financial Instruments and Other Instruments 

Fair Value of Financial Instruments 

Classification and fair value of financial instruments: 
 
Classification 
 
The Company classifies its financial instruments into categories as follows: cash and investments, as 
financial assets at FVTPL; convertible debenture, accounts payable and accrued liabilities, and loans 
payable, as other financial liabilities.  
 
Fair value 

 
Cash and investments, consisting of marketable securities, are carried at fair market value based on quoted 
market prices in an active market. The carrying values of accounts payable and accrued liabilities 
approximate their fair values due to the short-term nature of these financial instruments.  

 
Convertible debenture was initially valued under Level 3 of the fair value hierarchy using a discount rate of 
17%, which was based on similar debt for comparable companies. Subsequent measurement is carried at 
amortized cost. As at December 31, 2018, the principal and accrued interest is $Nil (2018 - $1,579,095). 
   
During the period ended December 31, 2018, the Company purchased 7,500,000 common shares of Delta 
Organic Cannabis Corp. (“DOC”), a privately held Toronto-based cannabis investment Company for 
$7,500,000. This investment has been valued under Level 3. 
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Financial Instruments and Other Instruments (CONTINUED) 

The Company’s measurement of the fair value of financial instruments as at December 31, 2018 and 2017 
in accordance with the fair value hierarchy is as follows: 

 

 Total Level 1 Level 2 Level 3 

December 31, 2018         
  Cash $ 485,023 $ 485,023 $ - $ - 

  Investments $ 8,087,923 $ 587,923 $ - $ 7,500,000 

         

June 30, 2018         

  Cash $ 1,933 $ 1,933 $ - $ - 

  Investments $ 1,296,791 $ 1,296,791 $ - $ - 
 
FINANCIAL RISK MANAGEMENT 
 

(a) Overview 
 
The Company has exposure to the following risks from its use of financial instruments:  
 
 Market risk; 
 Credit risk; and 
 Liquidity risk. 

 
(b) Market risk 

 
Market risk is the risk that the fair value or future cash flows of a financial instrument will 
fluctuate due to changes in market prices. Market risk comprises three types of risk: interest 
rate risk, foreign currency risk and other price risk. 

 
(i) Interest rate risk 

 
The Company’s cash is held in bank accounts, which have nominal interest rates attached 
to them; therefore, fluctuations in market interest rates would not have a material impact 
on their fair values as at December 31, 2018 and 2017. 
 
The Company’s convertible debentures have fixed interest rates of 15% per annum. 
During the period ended December 31, 2018, the Company converted its convertible debt. 
As at December 31, 2018, the principal and accrued interest is $Nil (2018 - $1,579,095). 
As such, the Company’s cash flow would not be impacted by changes in market rates of 
interest.  

 
(ii) Foreign currency risk 

 
The Company is exposed to financial risk related to the fluctuation of foreign exchange 
rates. The Company’s functional currency is the Canadian dollar and the condensed 
interim consolidated financial statements are presented in Canadian dollars. The Company 
is not exposed to significant foreign currency risk. 
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FINANCIAL RISK MANAGEMENT (CONTINUED) 

 
(ii) Other price risk 

 
Other price risk is the risk that the fair value or future cash flows of a financial instrument 
will fluctuate due to changes in market prices, other than those arising from interest rate 
risk and foreign currency risk. The Company holds certain marketable securities that will 
fluctuate in value as a result of fluctuations in current market prices of those securities. 
Furthermore, as the Company’s marketable securities are resource exploration and 
cannabis companies, market values will fluctuate subject to the price of cannabis and its 
derivatives, commodity prices, economic cycles and political events. Based upon the 
Company’s investment portfolio at December 31, 2018, a 96% (2018 - 96%) increase or 
decrease in the market price of the securities held would result in an increase/decrease to 
net income (loss) and comprehensive income (loss) of approximately $ 190,000 (2018 - 
$1,240,000). 
 

(c) Credit risk  
 
Credit risk is the risk of financial loss to the Company if a counterparty to a financial 
instrument fails to meet its payment obligations. The Company’s exposure to credit risk is 
limited to its cash balances. The risk exposure is limited to the carrying amounts at the 
statement of financial position dates. 
 
The Company’s cash balances are held in accounts at a major Canadian financial institution. 
The credit risk associated with cash is mitigated, as cash is held at major institutions with high 
credit ratings. 

 
Concentration of credit risk and maximum exposure thereto exists as follows: 
 

 
December 31, 

2018 
June 30, 

 2018 

Cash $ 485,023 $ 1,933 
 

(d) Liquidity risk 
 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as 
they become due. The Company assesses its liquidity risk by forecasting cash flows required 
by operations and anticipated financing activities. 
 
The Company has a cash balance at December 31, 2018 of $485,023 (2018 - $1,933) and 
investments with a fair value of $8,0887,923 (2018 - $1,296,791). At December 31, 2018, the 
Company has accounts payable and accrued liabilities of $28,249 (2018 - $45,417). As at 
December 31, 2018, the Company has working capital of $ 8,544,697 (2018 - $ 1,253,307). 
The Company relies upon financing to maintain sufficient working capital. There is no 
assurance that such financing will be available on terms and conditions acceptable to the 
Company. 
 
The Company’s accounts payable and accrued liabilities, are due in the short-term (0 to 3 
months).  

Hedges  

The Company does not apply hedge accounting. 
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Legal Matters 

The Company is not currently, or at any time during our most recently completed financial year, been a 
party to any material legal proceedings or regulatory actions. 

Business Risks and Uncertainties 

Certain risks and uncertainties that could cause the Company’s actual results to materially differ from our 
current expectations include, but are not limited to: 
 
Going Concern 
 
The Company incurred a comprehensive loss of $2,505,263 for the period ended December 31, 2018 
(September 30, 2017 - $254,360), and as at December 31, 2018, has a working capital of $8,544,697 (June 
30, 2018 - $1,253,307), an accumulated deficit of $31,743,754 (June 30, 2018 - $29,238,491), limited 
resources, limited source of operating cash flow and no assurances that future funding will be available if 
required. Management has the option to raise funds through the sale of investments. The success of these 
plans will depend upon future events, and the Company’s ability to achieve profitability and positive cash 
flows is uncertain. These material uncertainties cast significant doubt upon the Company’s ability to 
continue as a going concern. 
 
These consolidated financial statements do not include any adjustments to the recoverability and 
classification of recorded asset amounts and classification of liabilities that might be necessary, should the 
Company be unable to continue as a going concern. 
  
Sector Specific Investment Risks 
 
The Company seeks a high return on investment opportunities on its cannabis, mining and natural resource 
sectors (“Sectors”). Thus, the Company is exposed to investment risks relating to these Sectors which is 
generally more volatile than the overall market. Investing in these Sectors can be speculative in nature and 
the value of the Company’s investments may be subject to significant fluctuations. Such businesses entail a 
degree of risk, regardless of the skill and experience of the corporation’s management. The assets, earnings 
and share values of corporations involved in the cannabis, mining and natural resource a are subject to risks 
associated with the world prices of various cannabis related products, natural resource, forces of nature, 
economic cycles, commodity prices, exchange rates, royalty and taxation changes and political events. 
Government restrictions, such as price regulations, production quotas, royalties and environmental 
protection, can also be factors. 
 
Regulatory Risks 
 
 The Company’s investment in the cannabis sector operate in a new industry which is highly regulated, 
highly competitive and evolving rapidly. As such, new risks may emerge, and management may not be able 
to predict all such risks or be able to predict how such risks may result in actual results differing from the 
results contained in any forward-looking statements. The Company’s investments incur ongoing costs and 
obligations related to regulatory compliance. Failure to comply with regulations may result in additional 
costs for corrective measures, penalties or in restrictions of operations. In addition, changes in regulations, 
more vigorous enforcement thereof or other unanticipated events could require extensive changes to 
operations, increased compliance costs or give rise to material liabilities, which could have a material 
adverse effect on the business, results of operations and financial condition of the Company’s investment 
and, therefore, on the Company's prospective returns. 
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The industry is subject to extensive controls and regulations, which may significantly affect the financial 
condition of market participants. The marketability of any product may be affected by numerous factors 
that are beyond the control of the Company which cannot be predicted, such as changes to government 
regulations, including those relating to taxes and other government levies which may be imposed. Changes 
in government levies, including taxes, could reduce the Company’s earnings and could make future capital 
investments or the Company’s operations uneconomic. The industry is also subject to numerous legal 
challenges, which may significantly affect the financial condition of market participants and which cannot 
be reliably predicted. 
 
Change in Law, Regulations and Guidelines  
 
The Company’s investments are subject to a variety of laws, regulations and guidelines relating to 
marketing, acquisition, manufacture, management, transportation, storage, sale and disposal of cannabis 
pharmaceuticals and cannabis pharmaceutical related products but also laws and regulations relating to 
health and safety, the conduct of operations and the protection of the environment. Changes to such laws, 
regulations and guidelines may cause adverse effects to the Company’s investments in the cannabis 
pharmaceutical sector.  
 
Jurisdictions Outside of Canada 
 
The Company intends to invest into early-stage global cannabis related Company’s with operations and 
business that may be outside of Canada’s jurisdiction. There can be no assurance that any market for the 
Company’s Investment Partners products will develop in any such foreign jurisdiction. The Company may 
face new or unexpected risks or significantly increase its exposure to one or more existing risk factors, 
including economic instability, changes in laws and regulations and the effects of competition. These 
factors may limit the Company’s capability to successfully invest in foreign cannabis pharmaceutical 
entities and may have a material adverse effect on the Company’s business, financial condition and results 
of operations. 
 
Political and Economic Instability 
 
The Company may be affected by possible political or economic instability. The risks include, but are not 
limited to, terrorism, military repression, extreme fluctuations in currency exchange rates and high rates of 
inflation. Changes in medicine and agriculture development or investment policies or shifts in political 
attitude in certain countries may adversely affect the Company’s business. Operations may be affected in 
varying degrees by government regulations with respect to restrictions on production, distribution, price 
controls, export controls, income taxes, expropriation of property, maintenance of assets, environmental 
legislation, land use, land claims of local people and water use. The effect of these factors cannot be 
accurately predicted. 
 
Limited Operating History  
 
The Company has limited operating history as an investment company, and has had limited success 
investing in mining and cannabis sectors. The Company and its business prospects must be viewed against 
the background of the risks, expenses and problems frequently encountered by companies in the early 
stages of their development, particularly companies in new and rapidly evolving markets such as the 
cannabis sectors. There is no certainty that the Company will be able to operate profitably.  
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Additional Requirements for Capital 
 
Substantial additional financing may be required if the Company is to be successful in developing a 
diversified and material portfolio of investments. No assurances can be given that the Company will be able 
to raise the additional capital that it may require for its anticipated future development. Any additional 
equity financing may be dilutive to investors and debt financing, if available, may involve restrictions on 
financing and operating activities. There is no assurance that additional financing will be available on terms 
acceptable to the Company, if at all. If the Company is unable to obtain additional financing as needed, it 
may be required to reduce the scope of its operations or anticipated investments.  
 
Key Personnel 
 
The Company is dependent upon the continued availability and commitment of its management, whose 
contributions to immediate and future operations are of significant importance. The loss of any such 
management could negatively affect the Company's business operations. From time to time, the Company 
will also need to identify and retain additional skilled management to efficiently operate its business. 
Recruiting and retaining qualified personnel is critical to the Company's success and there can be no 
assurance of its ability to attract and retain such personnel. If it is not successful in attracting and training 
qualified personnel, the Company's ability to execute its business model and growth strategy could be 
affected, which could have a material and adverse impact on its profitability, results of operations and 
financial condition. 
 
Lack of Control or significant influence over Companies in which the Company Invests 
 
In certain cases, the Company invests or may invest in securities of companies that the Company does not 
control or influence. These investments will be subject to the risk that the company in which the investment 
is made may make business, financial or management decisions with which the Company does not agree or 
that the majority stakeholders or management of the company may take risks or otherwise act in a manner 
that does not serve the Company's interests. If any of the foregoing were to occur, the values of investments 
by the Company could decrease and the Company's financial condition and cash flow could suffer as a 
result. 
 
Due Diligence 
 
The due diligence process undertaken by the Company in connection with investments that it makes or 
wishes to make may not reveal all relevant facts in connection with an investment. Before making 
investments, the Company will conduct due diligence investigations that it deems reasonable and 
appropriate based on the facts and circumstances applicable to each investment. When conducting due 
diligence investigations, the Company may be required to evaluate important and complex business, 
financial, tax, accounting, environmental and legal issues. Outside consultants, legal advisors, accountants 
and investment banks may be involved in the due diligence process in varying degrees depending on the 
type of investment. Nevertheless, when conducting due diligence investigations and making an assessment 
regarding an investment, the Company will rely on resources available, including information provided by 
the target of the investment and, in some circumstances, third party investigations. The due diligence 
investigations that are carried out with respect to any investment opportunity may not reveal or highlight all 
relevant facts that may be necessary or helpful in evaluating such investment opportunity. Moreover, such 
investigation will not necessarily result in the investment being successful. 
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Fluctuations in the Value of the Company and the Common Shares 
 
The net asset value of the Company and market value of its common shares will fluctuate with changes in 
the market value of the Company’s investments. Such changes in value may occur as the result of various 
factors, including general economic and market conditions, the performance of corporations whose 
securities are part of the Company’s investment portfolio and changes in interest rates which may affect the 
value of interest-bearing securities owned by the Company. There can be no assurance that shareholders 
will realize any gains from their investment in the Company and may lose their entire investment. 
 
Need to Manage Growth 
 
The Company could experience rapid growth in revenues, personnel, complexity of administration and in 
other areas.  There can be no assurance that the Company will be able to manage the impact that growth 
could place on the Company’s administrative infrastructure, systems and controls.  If the Company is 
unable to manage future growth effectively, the Company’s business, operations and operating results and 
financial condition may be materially adversely affected. 

Outstanding Share Data 

The Company’s shares are traded on the CSE under the symbol “SOW,” OTC under the symbol “QILFF” 
and on the Frankfurt Stock Exchange under the symbol “2K6.” 
 
As of as of the date of this MD&A, the Company has the following securities outstanding: 
 

Class of Shares Number Issued 
Common 112,691,260 

There are 3,804,112 options and 101,671,530 warrants outstanding  and no common shares held in escrow 
or subject to pooling. 

ADDITIONAL DISCLOSURE FOR VENTURE ISSUERS WITHOUT SIGNIFICANT REVENUE  

Additional disclosure concerning the Company’s general and administrative expenses is provided in the 
Company’s consolidated statement of income (loss) and comprehensive income (loss) and note disclosures 
contained in its consolidated financial statements for the period ended December 31, 2018. These 
consolidated financial statements are available on SEDAR - Site accessed through www.sedar.com. 

Additional Information 

Additional information relating to our Company, including periodic quarterly and audited financial reports, 
is available on SEDAR at www.sedar.com.  


