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CO2 Gro Q1 2020 Results
On May 21st, 2020, CO2 Gro Q1 2020 results were released. We are starting to see revenue come
in from the Missouri hemp installations but it is still early days.
The major concern is cash is dwindling. The cash balance and commercial feasibility success are
my main focus with CO2 Gro at this point in time.
This post will be much shorter than my full year 2019 results post. To see my previous post click
here.

Disclosure: I own shares of GROW.V

1.1 CO2 Gro Q1 2020 Results
1.2 Balance Sheet

CO2 Gro Inc. Q1 2020 Balance Sheet

Similarly to the end of 2019 GROW is running out of cash. The company is down to $136,000 with
$234,000 in payables. The cash crunch is very real. Something will have to be done soon to boost
their working capital.
You will see in the MD&A section that the company received a small loan and a grant from the
government. These are only a temporary stop-gap and provide a month or two worth of cash.

Inventory continues to increase. This is a good sign. Management is preparing for further
commercial feasibility studies or installations.
1.3 Income Statement

CO2 Gro Inc. Q1 2020 Income Statement

GROW reported $41,295 in revenue in Q1. Revenue was collected from the initial installations of
the commercial feasibility studies in Missouri.
The gross margin was 13.5%. I don’t think this is an accurate reflection of their potential gross
margins which the company states will be in the 70% range. Based on the information provided

by GROW the revenue in Q1 is from down payments on a few installations. I’ll break down my
understanding of GROW’s revenue recognition model in the MD&A section.
For the most part, expenses are similar to the expenses from a year ago. The big difference in Q1
was less share-based compensation recognized in the quarter. This isn’t a cash charge and
doesn’t influence their cash balance which is critical at this time.
1.4 Cash Flow Statement

CO2 Gro Inc. Q1 2020 Cash Flow Statement

In Q1 GROW had a decrease of $302,199 in cash. $11,700 was spent on inventory.

$51,636 was spent on legal patenting costs which is seen in the purchase of intangibles.
Again we see the remaining cash the company has, $136,229

1.5 Additional Sources of Funding

CO2 Gro Inc. Loans and Grants

GROW is tapping into some additional funding. GROW has qualified for an interest-free $40,000
loan and also received a $15,000 reimbursement for costs associated with travelling to the UAE.
I mentioned in my last post that this trip has led to some very exciting development for the
company in the UAE. It was money and time well spent even before the reimbursement.

2.1 Q1 2020 MD&A
2.2 Page #3 Dotz Nano

CO2 Gro Inc. Dotz Nano Partnership

Dotz Nano is an Israeli based technology company. They have a market cap of $23 million, so very
similar to GROW. Dotz Nano has developed a carbon-based technology that can be embedded
into plastics, fuels, lubricants, chemicals and more recently cannabis. The technology is used to
authenticate a product to prevent counterfeiting.
In relation to cannabis Dotz Nano’s has BioDotz technology.
“BioDotz are carbon-based in-plant markers that are added to plants during irrigation. The
markers are dispersed in different areas of the cannabis plant, creating a unique identifiable code
that can later be detected by a dedicated reader.”

The agreement with Dotz Nano is for two years and gross profit from revenue is split between
GROW and Dotz Nano. Dotz Nano trades on the ASX. I read through some of their filings. It looks
like their only agreement with a cannabis producer is with Seach Medical.
I’m not nearly as hopeful for the Dotz Nano partnership as I am the Gulf Cyro partnership. Gross
profit is split with Dotz Nano and they are still a very small company with very little revenue. In
2019 they had $34,000 in revenue. By comparison Gulf Cyro is a billion-dollar company and has
been established for years. There is also no revenue sharing with Gulf Cyro.
Also reading through their filings Dotz Nano does not appear to be a company I would consider
investing in. The CEO’s compensation is nearly $500,000 with share-based payments included.
They have constantly diluted shares. I hope I am wrong with the Dotz Nano partnership. Israel is
hoping to be a major player in the global cannabis market but like a lot of other countries, they
have significant hurdles.

2.3 Page #3: Revenue

This is the only explanation we get for the $41,295 in revenue. I communicated with VP Sam
Kanes and asked for additional clarity on how GROW recognizes revenue.
In the case of the 15 Missouri hemp installations, the revenue is recognized in three payments.
The first payment is received after the commercial feasibility study. The second payment is
received after the CO2 delivery system is installed. The third payment is received after the
feasibility is completed and the grower agrees to buy the system.
The first two payments cover the cost of the equipment and installation. If the company decides
not to proceed with the installation GROW keeps the down payments. The third payment upon
finalization of the commercial feasibility is the largest payment of the three. If a company decides
to lease the CO2 delivery system it is the third payment that is extended over the time of the
lease.
In relation to the Q1 revenue this is the comment I received from VP Kanes:
“Missouri hemp – you will see some revenue from the first of three Missouri hemp greenhouse
down payments in our Q1 2020 FS due out shortly.
Some revenue in Q2 from the second payment upon installations and early purchases and some
revenue in Q3 from later purchases only.”

Based on this comment it appears that Q1 revenue is from only three greenhouses down
payments of a possible 15. I did ask for some additional information about whether the $41,295
was from the first and second down payments however GROW is not willing to provide any
additional information.
Patience is needed with GROW. While the lack of clarity regarding the business model can be
frustrating the company is still very new. They only have a small number of installations and as
they become more established their business model will become more refined. As I’ve said
before an investment in CO2 Gro is really an investment in the technology.

2.4 Page #4

CO2 Gro Inc Q1 2020 Cost Reduction

Not much to comment on here. The company has cut costs and as per my last post and comment
from Dil Vashi they are operating at a $50,000 a month burn rate.
2.5 Page #4: Commercial Feasibility and Installations

CO2 Gro Inc. Commercial Feasibility and Installations

After re-reading many of the news releases here is the list of growers I believe they are
referencing:

List of Growers: Green indicates confirmed by GROW installed
Yellow: Delayed installation

The 19 installations are the four growers outlined in green and presumably, the cannabis
cultivator GROW signed up in December. The company has not confirmed with a press release
that the system was successfully installed but I assume it is. I have speculated from the news
release that it is CannabCo in Brampton.

Floriculture Growers
I haven’t included the Michigan floriculture grower in my tracking sheet. VP Kanes explained that
the Michigan grower decided not to purchase the system once the commercial feasibility was
completed. Here is his explanation on the status of both flower growers:
“Michigan – the flower grower from our 2018 initial flower trial chose not to buy our
system. Ontario – the flower grower where we installed two different set-ups last fall into a
boom and a separate misting system has been decimated by COVID issues. Our equipment is still
there. Not clear if/when we re-start.”
“You can see from our Q2 2020 deck we are not focused on flowers for several reasons – nonessential under COVID, complex sales cycle that has to take a year to assess added value as flower
greenhouses grow varieties throughout the year. Simplest fastest sales cycle with one crop
growers. “
“Flower growers do not get paid extra for plants grown faster as they are on scheduled
sales/deliveries for Valentine’s Day, Mother’s Day, Christmas etc. from Walmart, Lowes garden
centres.”
“So our CO2 systems use opens multiple idle 1-2 week holes in their greenhouse planting rotation
schedules. Value add question for flower growers is can you squeeze in an extra grow of some
additional flower that does create more $$$.”
GROW has stated that they are not focused on floriculture at the moment. Their technology
doesn’t seem to be a great fit based on the market these growers serve. Although GROW’s
technology can increase plant growth and health flower growers don’t benefit nearly as much as
a hemp or cannabis grower. Its possible there is potential in this market but at the moment they
are focusing on essential plants (veggies, cannabis, and hemp).

CO2 Gro Q1 2020 Results: Conclusion
Commercial feasibility studies are starting to trickle in. The Missouri hemp installations are vitally
important to the company. If these installations are successful it could be the exposure they need
to start to get into the other 250 greenhouses associated with American Hemp Ventures.
The UAE lettuce installation has completed multiple grows with one left to complete. According
to my talk with management their partner in the Middle East, Gulf Cryo, is already seeing interest

from other growers. CO2 Gro Q1 2020 results do not include any revenue from their UAE
installation as far as I can tell.
The cash crunch is very real. If they can achieve their stated $50,000 per month burn rate they
have a quarter or two worth of money left. Their short term cash crunch could be alleviated by
some purchases from their Missouri installations or additional installations in the Middle East.
It is also possible that other hemp growers who are impressed by the Missouri installations skip
a commercial feasibility study altogether. If we start to see that happen business could start to
accelerate nicely in the hemp vertical. By the time Q2 financials are released in August, we should
know what the status of the lettuce and hemp feasibilities.
_________________________
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