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1.1 Date of Report 
 

The following information, prepared as of February 28, 2017, should be read in conjunction 
with the condensed consolidated interim financial statements of Wildflower Marijuana Inc. 
(the “Company”) for the six months ended December 31, 2016 and 2015. The condensed 
consolidated interim financial statements of the Company for the six months ended 
December 31, 2016 and 2015 have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board 
(“IASB”).  

 
1.2 Overall Performance 
 

Nature of Business & Overall Performance 
 

The Company is a cannabis company focused on developing and designing branded 
products in the cannabis and healthcare sectors.  The Company develops proprietary product 
lines using THC or CBD by taking traditional herbal medicines and applying the most 
advanced science, technology and know-how to create quality products for the health 
conscious consumer.  The Company works exclusively in jurisdictions where cannabis is 
legal or regulated. 
 
The Company is incorporated under the British Columbia Business Corporations Act and is 
a reporting issuer in British Columbia, Alberta and Ontario. Its common shares are listed for 
trading on the Canadian Securities Exchange under the symbol “SUN”. 
 
Other Activities 

On February 3, 2016, the Company announced that it launched a line of products into the 
legal US cannabis market. The first delivery of the Company’s disposable vaporizers made 
their way to retail store shelves in Washington.  The vaporizers have reservoirs filled with 
different blends, four of which were sold into the Washington market. Two blends were high 
in THC content, the active ingredient in cannabis giving it its narcotic and psychoactive 
effect.  The other two blends had higher CBD content which is a constituent in cannabis 
providing health benefits.  The Company has an agreement with a licensed Washington State 
marijuana processor to purchase the Company’s technology and proprietary blends along 
with a license to use the Wildflower brand.  This agreement currently encompasses the 
disposable vaporizers but both parties look to extend that agreement to other products in the 
Wildflower development pipeline.  

On December 9, 2015, the Company announced it had entered an agreement with Biologic 
Nutrigenomics Research Corporation (“BNRC”) to conduct medical research on 
Wildflower’s products and to assist in new product development.  The Company has been 
developing cannabis products to address demands in the nutraceutical, pharmacological and 
recreational cannabis sectors.  The Company intends to bring products to market that are 
backed by solid scientific study demonstrating their efficacy.  By using a science based 
approach we will be able to further enhance the effectiveness of all our products. 
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As part of this collaboration Franco Cavaleri will be added to the Wildflower advisory board 
as its Scientific and Product Development Advisor.  As a prominent Nutraceutical 
Biochemist, Mr. Cavaleri has had much success in developing products for the nutraceutical 
industry garnering him widespread recognition in the health industry.  He has won Gold, 
Silver and Bronze Alive Formulation awards, an annual event put on by the Alive Publishing 
Group that promotes and recognizes outstanding product innovation while enhancing the 
credibility of natural health products.  As an entrepreneur he was successful in various 
startups from conceptualization to acquisition and merger.  As a writer he wrote the best-
selling book, Potential Within, A Guide to Nutritional Empowerment. 

The agreement with BNRC is for a period of one year with automatic annual renewals.  The 
Company will issue 400,000 common shares as consideration for the agreement and grant 
300,000 stock options at a price of $0.20 for a period of five years.  The agreement is subject 
to raising sufficient proceeds to fund the first year of testing, including lab space, clinical 
technicians and other costs.  The agreement also provides that if the Company does a deal 
with a pharmaceutical company or another interested party based on the work done by 
BNRC, the Company shall pay to BNRC 7.5% of any consideration received from such deal 
with that company and 100,000 common shares. 

On November 12, 2015, the Company announced it has entered into an agreement to replace 
the previously announced Master Distribution Agreement (News Release May 28, 2015).  
Under the terms of the new agreement the Company will acquire the rights to distribute the 
next generation of disposable vaporizers to the market under the Wildflower brand. Under 
the original agreement the Company was to distribute the Alcura line of CBD vaporizers. 
This new agreement allows the Company to produce, market and distribute a Wildflower 
branded line of CBD blends to be used with our new vaporizing technology throughout the 
majority of the US market.  

The Company spent several months during the 2016 fiscal year formulating various 

cannabidiol ("CBD") blends to be used with this new technology.  The blends are 
proprietary formulations of CBD and essential oils created by Wildflower in conjunction 
with its medical advisors which addresses various ailments.  The Company has completed 
the design of the packaging and labeling for the various CBD vaporizers and has taken 
delivery.  

Following the release of the CBD vaporizer, an agreement for a THC version of the 
vaporizer followed.  The CBD and THC products will be made available to all I-502 
cannabis retailers (Washington State) through an agreement with a Washington State 
processor.  Currently there are approximately 320 I-502 retailers.      

The Company is developing a comprehensive on-line marketing campaign for its CBD 
products.  The CBD blends are derived from industrial hemp with negligible THC content 
and can be sold on-line legally in most US States.  The CBD vaporizer to be launched in I-
502 retail outlets will be a slight variation of the online version containing marginally more 
THC.  Other distribution targets include 4,600 Natural and Health Food stores, 800 Vitamin 
and Supplements outlets as well as Pharmacies and retail stores throughout Washington 
State. 



WILDFLOWER MARIJUANA INC., 
SIX MONTHS ENDED DECEMBER 31, 2016 

Management Discussion and Analysis of Financial Position and Results of Operations  

_____________________________________________________________________________________ 

Wildflower Marijuana Inc. Page 3  

 
1.3 Selected Annual Information 

 Expressed in Canadian Dollars 

Year ended June 30, 2016 2015 2014 

Net Sales Nil Nil Nil 

Net Loss for the year (963,738) (1,505,274) (1,452,744) 

Loss per share                                (Basic) (0.025) (0.045) (0.075) 
(Diluted) (0.025) (0.045) (0.075) 

Total Assets 333,800 345,036 423,930 

Working capital 111,490 99,445 375,211 

Total Long Term Liabilities Nil Nil Nil 

Shareholders’ equity  166,692 258,303 376,415 

Weighted average number of shares 
outstanding 

 
38,777,826 

 
32,093,277 

 
13,875,263 

 
Number of shares outstanding 

 
43,183,260 

 
35,571,770 

 
30,006,770 

 
1.4 Results of Operations 

 
The Company had net loss for the six months ended December 31, 2016 of $318,442 (2015: 
$352,520). The major differences in the reporting periods include: 
 

• sales of $29,653 (2015: $Nil) related to disposable vaporizer sales in Washington 
State through the Company’s wholly-owned Washington State subsidiary; 

• cost of good sold of $18,318 (2015: $Nil) related to the cost of the disposable 
vaporizer and packaging sold during the period; 

• consulting fees and management fees of $97,771 (2015: $116,173) related to fees 
paid to the Company’s CEO, CFO and board of directors, as well as individuals 
providing business consulting services;  

• depreciation of $7,544 (2015: $1,874) related to the depreciation of tangible and 
intangible assets; 

• filing fees and transfer agent fees of $10,907 (2015: $13,953) related to fees paid to 
the Company's transfer agent and filing fees paid to regulatory bodies; 

• general office and miscellaneous expenses of $14,839 (2015: $4,090) related to 
office supplies and incidental expenditures for the Company’s Vancouver-based 
office and Washington State subsidiary office;   

• investor relations and shareholder communications of $7,232 (2015: $14,789) 
related to fees paid to investor relations personnel, costs associated with public 
relations and advertising campaigns;   

• legal fees of $Nil (2015: $6,196) related to general corporate matters; 

• rent of $18,264 (2015: $53,816) related to office space in Vancouver and 
Washington; 

• share-based payment expense of $133,162 (2015: $133,365) related to fair value of 
incentive stock options granted during the period; 

• supplies of $9,870 (2015: $Nil) related to supplies required to develop and design 
the Company’s cannabis products; 

• travel and accommodation of $4,977 (2015: $27,791) related to executive travel; 
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• wages and benefits of $11,471 (2015: $Nil) related to wages paid to Canadian 
employees; 

• website design and hosting costs $1,792 (2015: $2,101) related to maintenance of 
the Company’s website; and 

• rent received of $4,000 (2015: $37,100) from tenants subletting office space from 
the Company on a month-by-month basis. 

 
The Company had net loss for the three months ended December 31, 2016 of $219,725 
(2015: $267,271). The major differences in the reporting periods include: 
 

• sales of $17,664 (2015: $Nil) related to disposable vaporizer sales in Washington 
State through the Company’s wholly-owned Washington State subsidiary; 

• cost of good sold of $10,534 (2015: $Nil) related to the cost of the disposable 
vaporizer and packaging sold during the period; 

• consulting fees and management fees of $54,271 (2015: $68,173) related to fees 
paid to the Company’s CEO, CFO and board of directors, as well as individuals 
providing business consulting services;  

• depreciation of $4,036 (2015: $1,622) related to the depreciation of tangible and 
intangible assets; 

• filing fees and transfer agent fees of $6,670 (2015: $8,359) related to fees paid to 
the Company's transfer agent and filing fees paid to regulatory bodies; 

• general office and miscellaneous expenses of $7,713 (2015: $2,268) related to office 
supplies and incidental expenditures for the Company’s Vancouver-based office 
and Washington State subsidiary office;   

• investor relations and shareholder communications of $3,537 (2015: $14,789) 
related to fees paid to investor relations personnel, costs associated with public 
relations and advertising campaigns;   

• legal fees of $Nil (2015: $6,196) related to general corporate matters; 

• rent of $2,014 (2015: $27,765) related to office space in Vancouver and 
Washington; 

• share-based payment expense of $133,162 (2015: $133,365) related to fair value of 
incentive stock options granted during the period; 

• supplies of $1,475 (2015: $Nil) related to supplies required to develop and design 
the Company’s cannabis products; 

• travel and accommodation of $2,820 (2015: $27,379) related to executive travel; 

• wages and benefits of $4,750 (2015: $Nil) related to wages paid to Canadian 
employees; 

• website design and hosting costs $626 (2015: $98) related to maintenance of the 
Company’s website; and 

• rent received of $4,000 (2015: $32,300) from tenants subletting office space from 
the Company on a month-by-month basis. 
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1.5 Summary of Quarterly Results (unaudited) 

 
 

 

Expressed in $ - 
Quarters ended 

 
Dec 16 

$ 

 
Sept 16 

$ 

 
Jun 16 

$ 

 
Mar 16 

$ 

 
Dec 15 

$ 

 
Sept 15 

$ 

 
Jun 15 

$ 

 
Mar 15 

$ 
 

Total Income 
 

17,664 
 

 
11,989 

 

 
Nil 

 

 
Nil 

 

 
Nil 

 

 
Nil 

 

 
Nil 

 

 
Nil 

 

 

Net Income (loss) 
for the period 

(219,725) (98,717) (510,261) (100,957) (267,271) (85,249) (349,129) (189,750) 

 
Income (Loss)  per 

share (basic & 
diluted) 

(0.005) (0.002) (0.012) (0.003) (0.007) (0.002) (0.010) (0.006) 

Total assets 548,159 385,659 333,800 388,049 408,789 369,258 354,036 324,237 

 
Total long term 

liabilities 

 
Nil 

 

 
Nil 

 

 
Nil 

 

 
Nil 

 

 
Nil 

 

 
Nil 

 

 
Nil 

 

 
Nil 

 
 

Oil & gas properties 
and deferred 
expenditures 

Nil Nil Nil Nil Nil Nil Nil Nil 

 

1.6 Liquidity and Capital Resources 
 

The Company is currently focused on developing and designing branded products in the 
cannabis and healthcare sectors.  This activity is capital intensive at all stages and subject to 
the fluctuations in political views, government regulations, market prices, market sentiment, 
inflation, and other risks. 
 
The Company currently has limited income, but relies primarily on equity financing to fund 
its business activities and administrative activities.  Material increases or decreases in the 
Company liquidity will be substantially determined by the Company’s ability to move its 
application forward with Health Canada, as well as its continued ability to raise capital.  

 
During the six months ended December 31, 2016, the Company issued 1,827,333 common 
shares pursuant to a private placement for gross proceeds of $274,100. The Company also 
issued 475,000 common shares pursuant to the exercise of share purchase warrants for gross 
proceeds of $71,250.  
 
Subsequent to December 31, 2016, the Company issued 1,575,000 common shares pursuant 
to the exercise of share purchase warrants for gross proceeds of $236,250. 
 
At December 31, 2016, the Company had working capital of $249,273 (June 30, 2016: 
$111,490).  

 
1.7 Off-Balance Sheet Arrangements 
 

At December 31, 2016, the Company had no material off-balance sheet arrangements such 
as guarantee contracts, contingent interest in assets transferred to an entity, derivative 
instruments obligations or any other obligations that trigger financing, liquidity, market or 
credit risk to the Company. 
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1.8 Related Party Transactions 
 

The Company incurred the following charges from directors of the Company for 
management and consulting fees and directors fees: 
 

 

Six months ended December 31, 
 2016 2015 
William MacLean (CEO) $            60,000 $            60,000 
Nash Meghji (director, former CEO) $              6,000 $              6,000 
Stephen Pearce (CFO, director) $            12,000 $            12,000 
Donna Baillie (director) $              6,000 $              6,000 
 $            84,000 $            84,000 

 

The Company had the following amounts due from companies controlled by directors of 
the Company or companies with common directors for prepaid rent and expenses: 
 

 Six months ended 
December 31, 

Year ended 
June 30, 

 2016 2016 
SAN Management Ltd. (Company controlled by CFO) $                    - $               (590) 
Flying A Petroleum Ltd. $            (6,720) $            (6,720) 
 $            (6,720) $            (7,310) 

 

The Company had the following amounts due to directors and former directors of the 
Company: 

  
Six months ended 

December 31, 

 
Year ended 

June 30, 
 2016 2016 
William MacLean (CEO) $            23,500 $            23,500 
Stephen Pearce (CFO, director) $            41,791 $            39,910 
SAN Management Ltd. (Company controlled by CFO) $            10,000 $                     - 
Nash Meghji (director, former CEO) $            30,000 $            24,000 
Donna Baillie (director) $            30,000 $            24,000 
 $          135,291 $          111,410 

 

Related party charges are measured by the exchange amount, which is the amount agreed upon 
by the transacting party. Amounts from and due to related parties are unsecured, non-interest 
bearing with no fixed terms of repayment, accordingly fair value cannot be readily determined. 
 

1.9   Fourth Quarter  
 

 Not applicable. 
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1.10 Share Capital 
 

The Company’s authorized capital consists of 100,000,000 common shares without par 
value and 100,000,000 preferred shares. As at December 31, 2016, the Company’s issued 
and outstanding shares were 45,605,593 which have been issued for cumulative 
consideration of $9,330,716. As at the date hereof the Company’s issued and outstanding 
shares are 47,180,593. 
 
 

 Number of 
Shares 

 
Amount 

 
Warrants 

Contributed 
Surplus 

Balance, June 30, 2015  35,571,770 $    8,431,158 $    180,367 $    818,045 
Shares issued for cash 7,554,490 575,555 240,953 – 
Share issuance costs – (6,086) – – 
Shares issued pursuant to the exercise  
    of warrants 57,000 10,801 (2,251) – 
Share-based payments – – – 180,655 
     

Balance, June 30, 2016 43,183,260     9,011,428     419,069     998,700 
Shares issued for cash 1,827,333 198,011 76,089 – 
Shares issued for services 120,000 31,200 – – 
Shares issued pursuant to the exercise 
    of warrants 475,000 90,077 (18,827) – 
Share-based payments – – – 133,162 
     

Balance, December 31, 2016 45,605,593 $   9,330,716 $    476,331 $     1,131,862 

 
Escrow 
 

As at December 31, 2016, the Company’s transfer agent held 1,950,000 (June 30, 2016: 
3,900,000) shares in escrow.  The release of these shares is subject to regulatory approval. 
 
Subscription refundable 
 

As at December 31, 2016, the Company had a subscription refundable of $7,500 (June 30, 
2016: $7,500). It has not been paid back to the subscriber. 
 
During the period ended December 31, 2016, the Company granted 625,000 incentive stock 
options, which are exercisable for a term of five years at a price of $0.22 per share. During 
the same period, 200,000 incentive stock options were cancelled. As of the date hereof, there 
are 4,380,000 incentive stock options outstanding.  
 
During the period ended December 31, 2016, the Company issued 913,666 share purchase 
warrants; of these share purchase warrants, 580,334 are exercisable at an exercise price of 
$0.15 per share for a period of two years, and 333,332 are exercisable at an exercise price 
of $0.25 for a period of two years. As at December 31, 2016, there were 10,578,492 share 
purchase warrants outstanding. Subsequent to the period end, 1,575,000 share purchase 
warrants were exercised for gross proceeds of $236,250. As of the date hereof, there are 
9,003,492 share purchase warrants issued and outstanding. 
 

1.11 Financing 
 

There were 4,380,000 incentive stock options issued and outstanding as at December 31, 
2016, and as at the date hereof. 
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On August 26, 2016, the Company completed a private placement of 1,160,668 units at $0.15 
per unit for total proceeds of $174,100. Each unit consist of one common share and one half 
of one share purchase warrant, where each whole warrant entitles the holder to purchase an 

additional share at $0.25 per share until August 26, 2018. 
 
On October 12, 2016, the Company completed a private placement of 666,665 units at $0.15 

per unit for total proceeds of $100,000. Each unit consist of one common share and one half 
of one share purchase warrant, where each whole warrant entitles the holder to purchase an 
additional share at $0.25 per share until October 12, 2018. 

 
1.12 Proposed Transactions 

 
There are no proposed transactions at the date of this report. 

 
1.13 Future accounting changes 

 
International financial reporting standards  

In 2006, the Canadian Accounting Standards Board (“AcSB”) published a new strategic 
plan that will significantly affect financial reporting requirements for Canadian companies. 
The AcSB strategic plan outlines the convergence of Canadian generally accepted 
accounting principles with IFRS over an expected five year transitional period.   In February 
2008, the AcSB announced that 2011 is the changeover date for publicly-listed companies 
to use IFRS, replacing Canada’s own generally accepted accounting principles. The date is 
for interim and annual financial statements relating to fiscal years beginning on or after 
January 1, 2011. The transition date of January 1, 2011 requires the restatement for 
comparative purposes of amounts reported by the Company for the year ended June 30, 
2011. 

The Company has carried out a line-by-line review of its financial statements and assessed 
IFRS and its adoption for 2011, and it is management’s opinion that, with the possible 
exception of additional notes and possible format changes, the financial reporting impact of 
the transition to IFRS will not cause significant changes in the preparation and presentation 
of the Company’s financial statements. 

Business combination, consolidated financial statements and non-controlling interest  
 
The CICA issued three new accounting standards in January 2009: Section 1582, Business 
Combinations, Section 1601, Consolidated Financial Statements and Section 1602, Non-
Controlling Interests. These new standards will be effective for fiscal years beginning on or 
after January 1, 2011. Section 1582 replaces sections 1581 and establishes standards for the 
accounting for a business combination. It provides the Canadian equivalent to International 
Financial Reporting Standards IFRS 3 – Business Combinations. The section applies 
prospectively to business combinations for which the acquisition date is on or after the 
beginning of the first annual reporting period beginning on or after January 1, 2011.  

Sections 1601 and 1602 together replace section 1600, Consolidated Financial Statements. 
Section 1601, establishes standards for the preparations of consolidated financial statements. 
Section 1601 applies to interim and annual consolidated financial statements relating to 
fiscal years beginning on or after January 1, 2011. Section 1602 establishes standards for 
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accounting for a non-controlling interest in a subsidiary in consolidated financial statements 
subsequent to a business combination. It is equivalent  

 

to the corresponding provisions of International Financial Reporting Standards IAS 27 – 
Consolidated and Separate Financial Statements and applies to interim and annual 
consolidated financial statements relating to fiscal years beginning on or after January 1, 
2011. The Company is assessing the impact of these new accounting standards on its 
financial statements. 

 
1.14 Forward Looking Statements 
 

Statements throughout this MD&A that are not historical facts may be considered “forward-
looking statements.” Some of the statements contained herein including, without limitation, 
financial and business prospects and financial outlooks may be forward-looking statements 
which reflect management’s expectations regarding future plans and intentions, growth, 
results of operations, performance and business prospects and opportunities. Words such as 
“may”, “will”, “should”, “could”, “anticipate”, “believe”, “expect”, “intend”, “plan”, 
“potential”, “continue” and similar expressions have been used to identify these forward-
looking statements. These statements reflect management’s current beliefs and are based on 
information currently available to management. 
 
Readers are cautioned not to place undue reliance on these forward-looking statements as 
the Company’s actual results, performance or achievements may differ materially from any 
future results, performance or achievements expressed or implied by such forward-looking 
statements if known or unknown risks, uncertainties or other factors affect the Company's 
business, or if the Company’s estimates or assumptions prove inaccurate. Therefore, the 
Company cannot provide any assurance that forward-looking statements will materialize. 
 
In particular, this MD&A contains forward-looking statements pertaining to the following: 
 
(i)  projections of market prices and costs; 
(ii) expectations regarding the ability to raise capital and to conduct product 

development and research and development; and 
(iii)  expectations regarding the regulation of the cannabis industry and the ability to 

navigate those regulations. 
 
The actual results could differ materially from those anticipated in these forward-looking 
statements as a result of the risk factors set forth below and elsewhere in this MD&A. 
 
Readers are cautioned that the foregoing lists of factors are not exhaustive. The forward-
looking statements contained in this MD&A are expressly qualified by this cautionary 
statement. As a consequence, actual results may differ materially from those anticipated in 
the forward-looking statements and the Company is under no obligation to update unless 
required by applicable securities laws. 

 

1.15 Risks and Uncertainties 
 

The process for granting a license to grow medicinal marijuana is very stringent and risky.  
There can be no assurance the Company the Company will be granted a license.  
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Limited Operating History - The Company has a very limited history of operations, is in 
the early stage of development and must be considered a start-up.  As such, the Company is 
subject to many risks common to such enterprises, including under-capitalization, cash 
shortages, limitations with respect to personnel, financial and other resources and lack of 
revenues.  There is no assurance that the Company will be successful in achieving a return 
on shareholders' investment and the likelihood of success must be considered in light of its 
early stage of operations.  The Company has no history of earnings.  Because the Company 
has a limited operating history in emerging area of business, you should consider and 
evaluate its operating prospects in light of the risks and uncertainties frequently encountered 
by early-stage companies in rapidly evolving markets.  These risks may include:  

• risks that it may not have sufficient capital to achieve its growth strategy;  

• risks that it may not develop its product and service offerings in a manner that 
enables it to be profitable and meet its customers' requirements;  

• risks that its growth strategy may not be successful;  

• risks that fluctuations in its operating results will be significant relative to its 
revenues; and  

• risks relating to an evolving regulatory regime.  
 

The Company's future growth will depend substantially on its ability to address these and 
the other risks described in this section. If it does not successfully address these risks, its 
business may be significantly harmed. 
 
Reliance on Securing Licensing Agreements with Producers - The regulatory framework 
in Washington State and most U.S. States restricts the Company from obtaining a license to 
grow, store and sell marijuana products.  As such, the Company relies on securing licensing 
agreements with producers in Washington State that have a license with the appropriate 
regulatory authority.  Failure of any producer the Company is working with to comply with 
the requirements of their license or any failure to maintain their license would have a 
material adverse impact on the business, financial condition and operating results of the 
Company.  Should the regulatory authorities not grant a license or grant a license on different 
terms unfavorable to the producers the Company works with, and should the Company be 
unable to secure alternative producers, the business, financial condition and results of the 
operation of the Company would be materially adversely affected.  
 
If the federal government changes its approach to the enforcement of laws relating to 
marijuana, the Company would realize an economic loss on its investment specific to the 
marijuana industry (versus the Company’s CBD business), and the Company would likely 
lose all or substantially all of its investments in the markets affected by such regulatory 
changes.  
 
Regulatory Risks - The activities of the Company will be subject to intense regulation by 
governmental authorities.  Achievement of the Company’s business objectives are 
contingent, in part, upon compliance with regulatory requirements enacted by these 
governmental authorities and obtaining all regulatory approvals, where necessary, for the 
sale of its products.  The Company cannot predict the time required to secure all appropriate 
regulatory approvals for its products, or the extent of testing and documentation that may be 
required by governmental authorities.  Any delays in obtaining, or failure to obtain 
regulatory approvals would significantly delay the development of markets and products 
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and could have a material adverse effect on the business, results of operations and financial 
condition of the Company. 
 
U.S. Federal Laws - Our business operation is dependent on state laws pertaining to the 
marijuana industry.  Continued development of the marijuana industry is dependent upon 
continued legislative authorization of marijuana at the state level.  Any number of factors 
could slow or halt progress in this area.  Further, progress, while encouraging, is not assured.  
While there may be ample public support for legislative action, numerous factors impact the 
legislative process.  Any one of these factors could slow or halt use of cannabis, which 
would negatively impact our proposed business. 
 
The concepts of "medical marijuana and "retail marijuana" do not exist under U.S. federal 
law.  The Federal Controlled Substances Act classifies "marihuana" as a Schedule I drug.  
Under U.S. federal law, a Schedule I drug or substance has a high potential for abuse, no 
accepted medical use in the United States, and a lack of safety for the use of the drug under 
medical supervision.  As such, marijuana-related practices or activities, including without 
limitation, the manufacture, importation, possession, use or distribution of marijuana are 
illegal under U.S. federal law.  Strict compliance with state laws with respect to marijuana 
will neither absolve the Company of liability under U.S. federal law, nor will it provide a 
defense to any federal proceeding which may be brought against the Company. 
 
Voters in the state of Washington approved and implemented regulations to legalize 
cannabis for adult use.  The state laws are in conflict with the Federal Controlled Substances 
Act, which makes marijuana use and possession illegal on a national level.  The Obama 
administration has made numerous statements indicating that it is not an efficient use of 
resources to direct federal law enforcement agencies to prosecute those lawfully abiding by 
state-designated laws allowing the use and distribution of medical marijuana.  However, 
there is no guarantee that the administration will not change its stated policy regarding the 
low-priority enforcement of federal laws.  Additionally, any new administration that follows 
could change this policy and decide to stringently enforce the federal laws.  Any such change 
in the federal government’s enforcement of current federal laws could cause significant 
financial damage to the Company and its stockholders, including the potential exposure to 
criminal liability. 
 
The constant evolution of laws and regulations affecting the cannabis industry could 
detrimentally affect our operations.  Local, state and federal marijuana laws and regulations 
are broad in scope and subject to changing interpretations. These changes may require us to 
incur substantial costs associated with legal and compliance fees and ultimately require us 
to alter our business plan.  Furthermore, violations of these laws, or alleged violations, could 
disrupt our business and result in a material adverse effect on our operations.  In addition, 
we cannot predict the nature of any future laws, regulations, interpretations or applications, 
and it is possible that regulations may be enacted in the future that will be directly applicable 
to our business. 
 
Regulation that may hinder the Company's Ability to Establish and Maintain Bank 
Accounts - The U.S. federal prohibitions on the sale of marijuana may result in producers 
being restricted from accessing the U.S. banking system and they may be unable to deposit 
funds in federally insured and licensed banking institutions.  While the Company does not 
anticipate dealing with banking restrictions directly relating to its business, banking 
restrictions could nevertheless be imposed due to the Company's banking institutions not 



WILDFLOWER MARIJUANA INC., 
SIX MONTHS ENDED DECEMBER 31, 2016 

Management Discussion and Analysis of Financial Position and Results of Operations  

_____________________________________________________________________________________ 

Wildflower Marijuana Inc. Page 12  

accepting payments from producers the Company may have licensing agreements with.  
Producers at times do not have deposit services and are at risk that any bank accounts they 
have could be closed at any time.  Such risks increase costs to the Company and producers 
they work with. Additionally, similar risks are associated with large amounts of cash at these 
businesses. These businesses require heavy security with respect to holding and transport of 
cash, whether or not they have bank accounts.  
 
In the event financial service providers do not accept accounts or transactions related to the 
marijuana industry, it is possible that producers the Company works with may seek 
alternative payment solutions, including but not limited to crypto currencies such as Bitcoin. 
There are risks inherent in crypto currencies, most notably its volatility and security issues.  
If the industry was to move towards alternative payment solutions and accept payments in 
crypto currency the Company would have to adopt policies and protocols to manage its 
volatility and exchange rate risk exposures.  The Company's inability to manage such risks 
may adversely affect the Company's operations and financial performance. 
 
Product Liability, Operational Risk - As a licensing company (in the case of the Company) 
and a manufacturer and distributor of products (in the case of our CBD products) designed 
to be ingested by humans, the Company faces an inherent risk of exposure to product 
liability claims, regulatory action and litigation if its products are alleged to have caused 
significant loss or injury.  In addition, the manufacture and sale of cannabis-infused products 
based on the Company's recipes and brands involve the risk of injury to consumers due to 
tampering by unauthorized third parties or product contamination.  Previously unknown 
adverse reactions resulting from human consumption of the Company's products alone or in 
combination with other medications or substances could occur. 
 
Product Recalls - Manufacturers and distributors of products are sometimes subject to the 
recall or return of their products for a variety of reasons, including product defects, such as 
contamination, unintended harmful side effects or interactions with other substances, 
packaging safety and inadequate or inaccurate labeling disclosure.  If any of the products 
developed by the Company are recalled due to an alleged product defect or for any other 
reason, the Company could be required to incur the unexpected expense relating to the recall 
and any legal proceedings that might arise in connection with the recall.  In addition, a 
product recall may require significant management attention and could harm the image of 
the brand and Company. 
 
Uninsurable Risks - The cannabis business is subject to several risks that could result in 
damage to or destruction of properties or facilities or cause personal injury or death, 
environmental damage, delays in production and monetary losses and possible legal 
liability.  It is not always possible to fully insure against such risks, and the Company may 
decide not to take out insurance against such risks as a result of high premiums or other 
reasons.  Should such liabilities arise, they could reduce or eliminate any future profitability 
and result in increasing costs and a decline in the value of the securities of the Company.  
The Company does not currently have any insurance policies covering its properties or the 
operation of its business and any liabilities that may arise as a result any of the above noted 
risks may cause a material adverse effect on the financial condition of the Company. 
 
Reliance on Management - The success of the Company is currently dependent on the 
performance of its senior management.  The loss of the services of these persons would have 
a material adverse effect on the Company's business and prospects in the short term.  There 
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is no assurance the Company can maintain the services of its officers or other qualified 
personnel required to operate its business.  Failure to do so could have a material adverse 
effect on the Company and its prospects. 
 
Factors which may Prevent Realization of Growth Targets - The Company is currently in 
the early development stage.  There is a risk that the additional resources will be needed and 
milestones will not be achieved on time, on budget, or at all, as they can be adversely 
affected by a variety of factors, including some that are discussed elsewhere in these risk 
factors and the following as it relates to the Company or producers the Company works 
with:  
 

• delays in obtaining, or conditions imposed by, regulatory approvals;  

• non-performance by third party contractors;  

• increases in materials or labour costs;  

• manufacturing performance falling below expected levels of output or efficiency;  

• breakdown, aging or failure of equipment or processes; 

• contractor or operator errors;  

• labour disputes, disruptions or declines in productivity;  

• inability to attract sufficient numbers of qualified workers;  

• disruption in the supply of energy and utilities; and  

• major incidents and/or catastrophic events such as fires, explosions, earthquakes 
or storms. 

 
Risks Associated with Increasing Competition - The cannabis industry is highly 
competitive.  The Company will compete with numerous other businesses in the industry, 
many of which possess greater financial and marketing resources and other resources than 
the Company.  The cannabis business is often affected by changes in consumer tastes and 
discretionary spending patterns, national and regional economic conditions, demographic 
trends, consumer confidence in the economy, traffic patterns, local competitive factors, cost 
and availability of raw material and labour, and governmental regulations.  Any change in 
these factors could materially and adversely affect the Company's operations.  The Company 
expects to face additional competition from new entrants.  If the number of legal users of 
cannabis in its target jurisdiction increases, the demand for products will increase and the 
Company expects that competition will become more intense, as current and future 
competitors begin to offer an increasing number of diversified products. 
 
The Products Manufactured and Sold by the Company and those Provided to Producers 

who License those Products May Become Subject to Regulation Governing Food and 
Related Products - Should the Federal government legalize cannabis nation-wide, it is 
possible that the U.S. Food and Drug Administration ("FDA") would seek to regulate the 
products under the Food, Drug and Cosmetics Act of 1938.  The FDA may issue rules and 
regulations including certified good manufacturing practices related to the growth, 
cultivation, harvesting and processing of cannabis and cannabis-infused products.  Clinical 
trials may be needed to verify efficacy and safety of the medical cannabis.  It is also possible 
that the FDA would require that facilities where cannabis is cultivated be registered with the 
applicable government agencies and comply with certain federal regulations.  In the event 
any of these regulations are imposed, the Company cannot foresee the impact on its 
operations and economics.  If the Company or the producers it works with are unable to 
comply with the regulations and or registration as prescribed by the FDA or another federal 
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agency, the Company or producer may be unable to continue to operate in its current form 
or at all. 
 
We license our products and brand, which limits our ability to manage third-party risks 
associated with these licensees - Licensees have control over their operation and the 
management thereof.  These licensing arrangements involve risks such as the possibility that 
a licensee might become bankrupt, have economic or business interests or goals that are 
inconsistent with our business interests or goals, take actions that are contrary to our 
instructions or to applicable laws and regulations, or do something to damage our brand. In 
addition, we may be unable to take action due to regulatory constraints.  Consequently, 
actions by a licensee or other third-party could expose us to claims for damages, financial 
penalties and reputational harm, any of which could have an adverse effect on our business 
and operations.  
 
Preparing our financial statements requires us to have access to information regarding the 
results of operations, financial position and cash flows of our licensees.  Any deficiencies 
in our licensees’ internal controls over financial reporting may affect our ability to report 
our financial results accurately or prevent or detect fraud.  Such deficiencies also could result 
in restatements of, or other adjustments to, our previously reported or announced operating 
results, which could diminish investor confidence and reduce the market price for our shares.  
Additionally, if our licensees are unable to provide this information for any meaningful 
period or fail to meet expected deadlines, we may be unable to satisfy our financial reporting 
obligations or timely file our periodic reports. 
 
Non-compliance with federal, provincial or state laws and regulations, or the expansion 

of current, or the enactment of new laws or regulations, could adversely affect the 
Company's Business - The activities of the Company are subject to regulation by 
governmental authorities.  Achievement of the Company's business objectives are 
contingent, in part, upon compliance with regulatory requirements enacted by these 
governmental authorities and obtaining all regulatory approvals, where necessary, for the 
sale of its products.  The Company cannot predict the time required to secure all appropriate 
regulatory approvals for its products, or the extent of testing and documentation that may be 
required by governmental authorities.  Any delays in obtaining, or failure to obtain 
regulatory approvals would significantly delay the development of markets and products 
and could have a material adverse effect on the business, results of operations and financial 
condition of the Company.  
 
While cannabidiol ("CBD") can be found in certain strains of marijuana, which faces 
significant restrictions on use and distribution under the United States Controlled Substances 
Act ("CSA"), the Company is not sourcing CBD from marijuana.   
 
While oil derived from industrial hemp stalk that has naturally occurring THC content equal 
to or less than 0.3% is excluded from the definition of marijuana under the CSA, there is no 
certainty that this exclusion could not be altered by court or governmental action or re-
interpretation.  There is no certainty that the United States Food and Drug Administration 
("FDA”) will not regulate the use of hemp oil as a drug and prohibit use as a dietary 
ingredient.  There is no certainty that hemp oil will be considered a grandfathered dietary 
ingredient under the Dietary Supplement Health and Education Act of 1994 ("DSHEA"), or 
would otherwise be permitted for use under the DSHEA.  The FDA has taken steps to pursue 
companies that manufacture hemp-infused products that make health and medical claims 
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about their products, and may take steps to pursue companies that manufacture these 
products.  This may include the Company’s products, which would adversely effect the 
Company's financial performance. 
 
The Company relies on the supply of hemp stalk oil extracts, which is imported into the 
United States from other countries, as the United States Drug Enforcement Administration 
("DEA") has taken a position that CBD is a marijuana derivative and, therefore, a Schedule 
I drug.  Currently, the definition of "marijuana" in the CSA does not include the plant's 
"mature stalks", which are used to create hemp (which only contains trace amounts of THC 
and has no psychoactive effect).  Hemp stalk oil is not scheduled under the CSA and 
therefore, is also not under the enforcement authority of the DEA.  Currently, the DEA does 
not take jurisdiction over hemp stalk oil products, but controls hemp cultivation, and 
companies that wish to cultivate hemp in the United States must apply for a permit with the 
DEA.  If in future DEA takes jurisdiction to regulate hemp stalk oil products, the Company 
may become subject to additional licensing requirements, which may require additional 
capital.  There is no assurance that the Company will be able to obtain any such licenses, or 
be eligible to apply for such licenses, which would adversely affect the Company's business. 
 

1.16 Disclosure Controls and Procedures 
 

Disclosure controls and procedures are designed to provide reasonable assurance that 
material information is gathered and reported to senior management, including the Chief 
Executive Officer and Chief Financial Officer, as appropriate to permit timely decisions 
regarding public disclosure. 

 
Management, including the Chief Executive Officer and Chief Financial Officer, has 
evaluated the effectiveness of the design and operation of our disclosure controls and 
procedures as of December 31, 2016.  Based on this evaluation, the Chief Executive Officer 
and Chief Financial Officer have concluded that the Company’s disclosure controls and 
procedures, are effective to ensure that information required to be disclosed in reports that 
are filed or submitted under Canadian securities legislation are recorded, processed, 
summarized and reported within the time period specified in those rules. 

 
1.17 Other MD&A Requirements 
 

Additional information relating to Wildflower Marijuana Inc. can be found on SEDAR at 
www.sedar.com., or at the Company’s head office at: 
 

400-1505 West 2nd Avenue, Vancouver, British Columbia V6H 3Y4 
Telephone:  (604) 559-0420 


