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ORCHID VENTURES, INC. (FORMERLY EARNY RESOURCES LTD.) MANAGEMENT DISCUSSION AND ANALYSIS FOR THE NINE MONTHS ENDED JANUARY 31, 2019 Management Discussion & Analysis: Management’s discussion and analysis (“MD&A”) provides a detailed analysis of the results and financial condition of Orchid Ventures, Inc. formerly Earny Resources Ltd. (the “Company”) for the nine months ended January 31, 2019. The following management discussion and analysis, prepared as of April 1, 2019, should be read together with the unaudited condensed interim financial statements for the nine months ended January 31, 2019 with the related notes attached thereto and the audited financial statements for the year ended April 30, 2018 with the related notes attached thereto, prepared in accordance with International Financial Reporting Standards (“IFRS”). The MD&A supplements, but does not form part of the financial statements. Management is responsible for the preparation of the financial statements and the MD&A for the nine months ended January 31, 2019. News releases and previous filings may be found on SEDAR at www.sedar.com. Forward Looking Statements: This Management Discussion and Analysis contains certain forward-looking statements and information relating to the Company that is based on the beliefs of the Company, or management, as well as assumptions made by and information currently available to the Company or management. When used in this document, the words “anticipate”, “believe”, “estimate”, “expect”, ‘implied”, “intend” and similar expressions, as they relate to the Company or its management, are intended to identify forward-looking statements. Such statements reflect the current view of the Company regarding future events and are subject to certain risks, uncertainties and assumptions, including the risks and uncertainties noted. Should one or more of these risks materialize, or should under-lying assumptions prove incorrect, actual results may vary materially from those described herein as anticipated, believed, estimated, implied, expected or intended. In each instance, forward-looking information should be considered in the light of the accompanying meaningful cautionary statements herein. The Company cautions that forward-looking statements involve risk and uncertainty. Overall Performance On March 7, 2019, the Company completed the acquisition (the “Acquisition”) of all the issued and outstanding securities of CR International Inc. (“CRI”), a Nevada corporation, and CR Companies, LLC., a limited liability company existing under the laws of the state of California, doing business as Orchid Essentials (“CRC” and together with CRI, “Orchid”). Orchid is a leading cannabis product development, branding, and manufacturing company. Transaction Summary Pursuant to the Acquisition, the Company issued an aggregate of 39,364,852 common shares of the Company “(Shares”) to the shareholders of CRI at a deemed price of $0.33 per Share and CRI became a wholly-owned subsidiary of the Company. The Company also issued 629,200 common share purchase warrants (the “Warrants”) to the warrant holders of CRI. Each Warrant entitles the holder thereof to purchase one Share at a price of $0.33 until March 18, 2020. In addition, members of CRC who held exchangeable units of CRC (“Exchangeable Units”) have the right to exchange such Exchangeable Units for Shares at any time until March 7, 2023. An aggregate of 62,142,857 Shares will be issued in connection with the exchange of Exchangeable Units. A voting trust (“Voting Trust”) was established on closing, pursuant to which the co-trustees of such Voting Trust will be issued a special voting share in the capital of the Company (the “Special Voting Share”) entitling them to vote a total of 62,142,857 Shares,



ORCHID VENTURES, INC. (FORMERLY EARNY RESOURCES LTD.) MANAGEMENT DISCUSSION AND ANALYSIS FOR THE NINE MONTHS ENDED JANUARY 31, 2019 which represents the total number of Shares to be issued by the Company in exchange for the Exchangeable Units. As Exchangeable Units are exchanged for Shares, the voting rights attached to the Special Voting Share will be cancelled proportionately to the number of Shares issued. As a result, and at the end of the four-year period allowed for exchanges, the Special Voting Share will be cancelled. Certain Shares to be issued to the principals of the Company upon exchange of the Exchangeable Units are subject to escrow conditions required by applicable securities laws and requirements of the Canadian Securities Exchange (the “CSE”). The Company issued 2,000,000 Shares to an arm’s length third party as a finder’s fee in connection with the Acquisition In conjunction with closing of the Acquisition, effective February 28, 2019 the Company changed its name from Earny Resources Ltd. to Orchid Ventures, Inc. In connection with the Acquisition, the Company closed a private placement on March 7, 2019 (the “Private Placement”) consisting of 15,366,711 Shares at a price of $0.33 per Share for gross proceeds of $5,071,015. Pursuant to the Private Placement, the Company paid aggregate finder’s fees of $172,297 and issued 203,350 common share purchase warrants (the “Finder Warrants”). Each Finder Warrant is exercisable for one Share at an exercise price $0.33 per Share until March 7, 2021. All securities issued pursuant to the Private Placement are subject to a four-month hold period in accordance with applicable securities laws expiring July 8, 2019. On completion of the Acquisition, the Company’s new board and management came into effect and all directors and officers prior to the completion resigned from the Company. Change of Auditors Effective June 15, 2018, the Company changed its auditors from Davidson & Company, LLP to Dale Matheson Carr-Hilton Labonte, LLP. Critical accounting policies and estimates The preparation of the condensed interim financial statements in accordance with International Financial Reporting Standards requires management to make certain estimates, judgments and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements. Actual results could differ from these estimates. Adoption of New Standards and Interpretations, and Recent Accounting Pronouncements Other accounting standards or amendments to existing accounting standards that have been issued but have future effective dates are either not applicable or are not expected to have a significant impact on the Company’s financial statements. The Company has adopted these standards: 



IFRS 9: New standard that replaced IAS 39 for classification and measurement, effective for annual periods beginning on or after January 1, 2018. The adoption of IFRS 9, on May 1, 2018, has not had an effect on the Company’s accounting policies related to the financial assets and financial liabilities.







IFRS 15: New standard that replaces existing revenue requirements IAS 11, IAS 18, IFRIC 13, IFRIC 18 and SIC 31 for measurement, recognition, and disclosure of revenues; effective for annual periods beginning on



ORCHID VENTURES, INC. (FORMERLY EARNY RESOURCES LTD.) MANAGEMENT DISCUSSION AND ANALYSIS FOR THE NINE MONTHS ENDED JANUARY 31, 2019 or after January 1, 2018. The adoption of IFRS 15, on May 1, 2018, has not had an effect on the Company’s accounting policies on revenue recognition. The following has not yet been adopted by the Company and is being evaluated to determine its impact: 



IFRS 16: Leases - this standard specifies how an issuer will recognize, measure, present and disclose leases. The standard provides a single lessee accounting model, requiring lessees to recognize assets and liabilities for all leases unless the lease term is 12 months or less, or the underlying asset has an insignificant value. Lessors continue to classify leases as operating or finance, with IFRS 16’s approach to lessor accounting substantially unchanged from its predecessor, IAS 17. IFRS 16 was issued in January 2016 and applies to annual reporting periods beginning on or after January 1, 2019.



Selected Annual Information The following table sets out certain audited financial information for the Company for each of the last three fiscal years. Fiscal year ended April 30 Loss and comprehensive loss Exploration & evaluation assets Total assets Deficit



2018



2017



2016



$175,808 Nil 184,517 1,127,726



$307,878 1 8,033 951,918



$93,593 199,123 204,028 644,040



Summary of Quarterly Results & Results of Operations The table below provides, for each of the last eight quarterly periods, a summary of both property acquisition and exploration costs and of corporate expenses and is derived from unaudited quarterly financial statements prepared by management. The Company’s condensed interim financial statements are prepared in accordance with IFRS applicable to interim financial statements and are expressed in Canadian dollars. Quarter ended



April 30, 2017 July 31, 2017 October. 31, 2017 January 31, 2018 April 30, 2018 July 31, 2018 October 31, 2018 January 31, 2019



Loss per quarter $(240,328) (32,471) (41,149) (51,358) (50,828) (43,673) (34,186) (170,149)



Fully diluted loss per share $(0.10) (0.01) (0.02) (0.01) (0.00) (0.01) (0.00) (0.03)



General and administrative expenses $240,328 32,471 41,149 51,358 50,828 43,673 34,186 170,149



Discussion of Operations for the three and nine months ended January 31, 2019 Loss and comprehensive loss for the nine months ended January 31, 2019 was $248,008 compared to $124,979 for the same period in 2018, an increase in loss of $123,029.



ORCHID VENTURES, INC. (FORMERLY EARNY RESOURCES LTD.) MANAGEMENT DISCUSSION AND ANALYSIS FOR THE NINE MONTHS ENDED JANUARY 31, 2019 The increase in net loss was primarily due to increased legal fees in connection to the acquisition of CRI. Office and miscellaneous costs and rent increased as a result of the Company’s sublease arrangement for office space and costs related to maintain the office. Regulatory fees increased as the Company paid initial filing fees for its listing application on the CSE. Travel expenses increased due to trips made to meet with the partners of Orchid and investor communications. The Company also achieved costs savings in consulting fees as it did not engage new consultants during the period and savings in transfer agent fees as the comparative period included costs related to the share consolidation of the Company which was not incurred in the current fiscal period. Loss and comprehensive loss for the three months ended January 31, 2019 was $170,149 compared to $51,358 for Q3 in 2017, an increase in loss of $118,791. There were no extraordinary expenses incurred during the period other than increased legal fees in connection to the Acquisition. Liquidity, Capital Resources and Capital Expenditures The Company reported a working capital of $1,800,682 at January 31, 2019 compared to a working capital of $170,025 at April 30, 2018, representing an increase in working capital of $1,630,657. The Company utilized $124,847 in operating activities and received $1,878,665 in subscription receipts related to the concurrent offering for the Acquisition. As at January 31, 2019, the Company had cash on hand of $1,913,165 (April 30, 2018 - $159,347). Current liabilities as at January 31, 2019 of $147,683 (April 30, 2018 - $14,492) consisted of trade payables and accrued liabilities. In March 2019, the Company granted 11,350,000 stock options to directors, officers and employees of the Company at an exercise price of $0.33 per share expiring five years from grant date. The Company may continue to have capital requirements in excess of its currently available resources. In the event the Company’s plans change, its assumptions change or prove inaccurate, or its capital resources in addition to projected cash flow, if any, prove to be insufficient to fund operations, the Company may be required to seek additional financing. There can be no assurance that the Company will have sufficient financing to meet its future capital requirements or that additional financing will be available on terms acceptable to the Company in the future. Off-balance sheet arrangements The Company has no off-balance sheet arrangements. Financial instruments The Company’s financial instruments consist of cash, receivables, and accounts payable. Unless otherwise noted, it is management’s opinion that the Company is not exposed to significant interest, currency or credit risks arising from these financial instruments. The fair value of these financial instruments approximates their carrying value, unless otherwise noted, due to their demand nature and their short term to maturity. Financial risk factors The Company’s risk exposures and the impact on the Company’s financial statements are summarized below.



ORCHID VENTURES, INC. (FORMERLY EARNY RESOURCES LTD.) MANAGEMENT DISCUSSION AND ANALYSIS FOR THE NINE MONTHS ENDED JANUARY 31, 2019 Credit risk Financial instruments that potentially subject the Company to a significant concentration of credit risk consist primarily of cash and receivables. The Company limits its exposure to credit loss by placing its cash with major financial institutions. Receivables comprised primarily of GST receivable from the Canadian Government are a low credit risk. Liquidity risk The Company’s approach to managing liquidity risk is to ensure that it will have sufficient liquidity to meet liabilities when due. As at January 31, 2019, the Company had cash on hand of $1,913,165 (April 30, 2018 - $159,347), which is sufficient to settle its current liabilities of $147,683 (April 30, 2018 - $14,492) and to funds its administrative costs for the current year. Funding risk is the risk that market conditions will impact the Company’s ability to raise capital through equity markets under acceptable terms and conditions in the future. Under current market conditions, both liquidity and funding risk are assessed as high. Market risk Market risk is the risk of loss that may arise from changes in market factors such as interest rates, foreign exchange rates and market prices. a) Interest rate risk The Company is exposed to interest rate risk to the extent that the cash maintained at the financial institutions is subject to a floating rate of interest. The interest rate risks on cash and on the Company’s obligations are not considered significant. b) Foreign currency risk The Company is exposed to foreign currency risk on fluctuations related to cash, receivables and accounts payable and accrued liabilities that are denominated in a foreign currency. As at January 31, 2019, the Company did not have any accounts in foreign currencies and considers foreign currency risk insignificant. c) Price risk The Company has limited exposure to price risk with respect to commodity and equity prices. Equity price risk is defined as the potential adverse impact on the Company’s earnings due to movements in individual equity prices or general movements in the level of the stock market. Commodity price risk is defined as the potential adverse impact on earnings and economic value due to commodity price movements and volatilities. Transactions with Related Parties Related party transactions are with key management personnel. Key management personnel include those persons having authority and responsibility for planning, directing and controlling the activities of the Company as a whole. The Company has determined that key management personnel consist of executive and non-executive members of the Company’s Board of Directors and corporate officers. Compensation of the Company’s key management for the period ended January 31, 2019 and 2018 is comprised of the following:
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2019 Administrative and rent (i) Consulting services



$ $



  



2018 $ $



27,000 7,500 34,500



i)



During the period ended January 31, 2019, the Company paid $nil (2018 - $27,000) in administrative services and rent to a company controlled by the former CEO of the Company.



ii)



During the period ended January 31, 2019, the Company paid $nil (2018 - $7,500) in consulting fees to a former director of the Company to assist in corporate promotion and advertising.



Summary of Outstanding Share Data as of April 1, 2019: Authorized: Unlimited number of common shares without par value. Issued and outstanding: 63,176,561 Stock Options: 11,350,000 Warrants: 629,200 Finder’s warrants: 203,350 Exchangeable Units: 62,142,857 Additional disclosures pertaining to the Company’s management information circulars, material change reports, press releases and other information are available on the SEDAR website at www.sedar.com.
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