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PART I
ITEM 1. CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS.

Unaudited Condensed Consolidated Interim Financial Statements of
InMed Pharmaceuticals Inc.
For the Three Months Ended September 30, 2020 and 2019

Suite 310 – 815 West Hastings Street
Vancouver, BC, Canada, V6C 1B4
Tel: +1-604-669-7207
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InMed Pharmaceuticals Inc.
(Expressed in U.S. Dollars)
September 30, 2020
INDEX
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Financial Statements (Unaudited)
●
●
●
●
●

Condensed Consolidated Interim Balance Sheets
Condensed Consolidated Interim Statements of Operations and Comprehensive Loss
Condensed Consolidated Interim Statements of Shareholders’ Equity
Condensed Consolidated Interim Statements of Cash Flows
Notes to the Condensed Consolidated Interim Financial Statements
The accompanying notes form an integral part of these condensed consolidated interim financial statements.
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4
5
6
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InMed Pharmaceuticals Inc.
CONDENSED CONSOLIDATED INTERIM BALANCE SHEETS (unaudited)
As at September 30, 2020 and June 30, 2020
Expressed in U.S. Dollars

Note
ASSETS
Current
Cash and cash equivalents
Short-term investments
Accounts receivable
Prepaids and other assets
Total current assets

12

Non-Current
Property and equipment, net
Intangible assets, net
Other assets
Total Assets

3
4

September 30,
2020

June 30,
2020

$

$

4,497,296
43,162
51,873
524,196
5,116,527

5,805,809
42,384
45,344
418,920
6,312,457

384,529
1,088,630
13,988

403,485
1,086,655
-

6,603,674

7,802,597

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current
Accounts payables and accrued liabilities
Current portion of lease obligations
Total current liabilities

5
8

1,802,628
71,402
1,874,030

1,607,303
68,965
1,676,268

Non-current
Lease obligations
Total Liabilities

8

235,598
2,109,628

248,011
1,924,279

6
6, 7

53,065,240
17,849,740
(66,248,460)
(172,474)
4,494,046

53,065,240
17,764,333
(64,649,381)
(301,874)
5,878,318

6,603,674

7,802,597

Shareholders’ Equity
Common shares, no par value, unlimited authorized shares:
5,220,707 (June 30, 2020 - 5,220,707) issued and outstanding
Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive loss
Total Shareholders’ Equity
Total Liabilities and Shareholders’ Equity
Commitments and Contingencies (Note 11)
Subsequent Event (Note 13)

The accompanying notes form an integral part of these condensed consolidated interim financial statements.
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InMed Pharmaceuticals Inc.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS (unaudited)
For the three months ended September 30, 2020 and 2019
Expressed in U.S. Dollars

Note
Operating Expenses
Research and development and patents
General and administrative
Amortization and depreciation
Total operating expenses

Three Months Ended
September 30
2020
2019
$
$
911,156
624,788
27,981
1,563,925

1,961,912
887,511
30,227
2,879,650

Other Income (Loss)
Interest income
Foreign exchange (loss) gain
Net loss for the period

4,345
(39,499)
(1,599,079)

58,406
15,932
(2,805,312)

Other Comprehensive Loss
Foreign currency translation gain (loss)
Total comprehensive loss for the period

129,400
(1,469,679)

(318,478)
(3,123,790)

(0.31)

(0.54)

3
3, 4

Net loss per share for the year
Basic and diluted
Weighted average outstanding common shares
Basic and diluted

9
9

5,220,707

The accompanying notes form an integral part of these condensed consolidated interim financial statements.
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5,220,707

InMed Pharmaceuticals Inc.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF SHAREHOLDERS’ EQUITY (unaudited)
For the three months ended September 30, 2020 and 2019
Expressed in U.S. Dollars

Note
Balance June 30, 2019
Loss and comprehensive loss for the period
Share-based compensation
Balance September 30, 2019

7

5,220,707

Note
Balance June 30, 2020
Loss and comprehensive income (loss) for the
period
Share-based compensation
Balance September 30, 2020

Common Shares
#
$
5,220,707
53,065,240
-

7

53,065,240

Common Shares
#
$
5,220,707
53,065,240

17,120,414

Accumulated
Other
Comprehensive
Income
(Loss) Accumulated
Foreign
Deficit
Exchange
$
$
(55,710,232)
117,964
(2,805,312)
(318,478)
(58,515,544)
(200,514)

Additional
Paid-in
Capital
$
17,764,333

Accumulated
Other
Comprehensive
Income
(Loss) Accumulated
Foreign
Deficit
Exchange
$
$
(64,649,381)
(301,874)

Additional
Paid-in
Capital
$
16,769,932
350,482

-

-

85,407

5,220,707

53,065,240

17,849,740

(1,599,079)
(66,248,460)

129,400
(172,474)

The accompanying notes form an integral part of these condensed consolidated interim financial statements.
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Total
$
14,242,904
(3,123,790)
350,482
11,469,596

Total
$
5,878,318
(1,469,679)
85,407
4,494,046

InMed Pharmaceuticals Inc.
CONDENSED CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS (unaudited)
For the three months ended September 30, 2020 and 2019
Expressed in U.S. Dollars
Note
Cash provided by (used in):
Operating Activities
Net loss for the period
Items not requiring cash:
Amortization and depreciation
Share-based compensation
Non-cash lease expense
Loss on disposal of assets
Received (accrued) interest income on short-term investments
Payments on lease obligations
Changes in non-cash working capital:
Prepaids and other assets
Other non-current assets
Accounts receivable
Accounts payable and accrued liabilities
Total cash used in operating activities

3, 4
7

2020
$

2019
$

(1,599,079)

(2,805,312)

27,981
85,407
20,728
140
(16,244)
(31,681)
(14,007)
(5,554)
160,719
(1,371,590)

Investing Activities
Maturity of short-term investments
Purchase of short-term investments
Proceeds on disposal of property and equipment
Purchase of property and equipment
Total cash provided by investing activities

-

Financing Activities
Deferred financing costs
Total cash used in financing activities
Effects of foreign exchange on cash and cash equivalents
Decrease in cash during the period
Cash and cash equivalents beginning of the period
Cash and cash equivalents end of the period

(64,648)
(64,648)
127,725
(1,308,513)
5,805,809
4,497,296

See note 10 for Non-Cash Transactions
The accompanying notes form an integral part of these condensed consolidated interim financial statements
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30,227
350,482
7,180
810
81,163
84,106
34,004
(147,680)
(2,365,020)

3,801,631
(26,063)
550
(32,530)
3,743,588

(208,550)
1,170,018
9,837,213
11,007,231

INMED PHARMACEUTICALS INC.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in U.S. Dollars)
1.

CORPORATE INFORMATION AND CONTINUING OPERATIONS
InMed Pharmaceuticals Inc. (“InMed” or the “Company”) was incorporated in the Province of British Columbia on May 19, 1981 under the Business
Corporations Act of British Columbia. InMed is a clinical stage biopharmaceutical company specializing in the research and development of novel,
cannabinoid-based therapies and a biosynthesis system for the manufacturing of pharmaceutical-grade cannabinoids.
The Company’s shares are listed on the Toronto Stock Exchange (“TSX”) under the trading symbol “IN”, and under the trading symbol “IMLFF” on
the OTCQX® Best Market. InMed’s corporate office and principal place of business is located at #310 – 815 West Hastings Street, Vancouver, B.C.,
Canada, V6C 1B4.
In accordance with the Financial Accounting Standards Board (“FASB”) Accounting Standards Update (“ASU”) 2014-15, Disclosure of Uncertainties
about an Entity’s Ability to Continue as a Going Concern (Subtopic 205-40), the Company has evaluated whether there are conditions and events,
considered in the aggregate, that raise substantial doubt about the Company’s ability to continue as a going concern within one year after the date that
the condensed consolidated interim financial statements are issued.
Through September 30, 2020, the Company has funded its operations primarily with proceeds from the sale of common stock. The Company has
incurred recurring losses and negative cash flows from operations since its inception, including net losses of $1.6 million and $2.8 million for the three
months ended September 30, 2020 and 2019, respectively. In addition, the Company had an accumulated deficit of $66.2 million as of September 30,
2020. The Company expects to continue to generate operating losses for the foreseeable future.
As of the issuance date of these condensed consolidated interim financial statements, the Company expects its cash and cash equivalents of $4.5
million as of September 30, 2020 together with the net proceeds of an initial public offering (“IPO”) which closed on November 16, 2020, will be
sufficient to fund its operating expenses and capital expenditure requirements into the second quarter of fiscal 2022. The future viability of the
Company beyond that point is dependent on its ability to raise additional capital to finance its operations. As a result, the Company has concluded that
there is substantial doubt about its ability to continue as a going concern within one year after the date that the condensed consolidated financial
statements are issued.
Subsequent to September 30, 2020, the Company completed an IPO of its common shares in the United States and a coincident listing on the Nasdaq
Capital Market (“Nasdaq”). The Company expects to continue to seek additional funding through equity financings, debt financings or other capital
sources, including collaborations with other companies, government contracts or other strategic transactions. The Company may not be able to obtain
financing on acceptable terms, or at all. The terms of any financing may adversely affect the holdings or the rights of the Company’s existing
stockholders.
These condensed consolidated interim financial statements have been prepared on a going concern basis, which assumes that the Company will be able
to meet its commitments, realize its assets and discharge its liabilities in the normal course. These condensed consolidated interim financial statements
do not reflect adjustments to the carrying values of assets and liabilities that would be necessary if the Company was unable to continue as a going
concern and such adjustments could be material.
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INMED PHARMACEUTICALS INC.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in U.S. Dollars)
2.

SIGNFICANT ACCOUNTING POLICIES
(a) Basis of Presentation
These unaudited condensed consolidated interim financial statements have been prepared using accounting policies consistent with those used in
the Company’s 2020 annual consolidated financial statements under generally accepted accounting principles as applied in the United States (“US
GAAP”) except for new standards, interpretations and amendments mandatorily effective for the first time from July 1, 2020.
The functional currency of the Company and its subsidiaries is the Canadian Dollar. These condensed consolidated interim financial statements are
presented in U.S Dollars.
(b) Use of Estimates
The preparation of financial statements in compliance with US GAAP requires management to make certain critical accounting estimates. It also
requires management to exercise judgment in applying the Company’s accounting policies. In the future, actual experience may differ from these
estimates and assumptions. The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates are
significant to these condensed consolidated interim financial statements are the estimate of useful life of intangible assets, the application of the
going concern assumption, the impairment assessment for long-lived assets, and determining the fair value of share-based payments and warrants.
On March 11, 2020 the COVID-19 outbreak was declared a pandemic by the World Health Organization. The situation is dynamic and the
ultimate duration and magnitude of the impact on the economy and our business are not known at this time. Management uses judgment to assess
the impact of the pandemic on the Company’s ability to obtain debt and equity financing in the future and impairment in the value of its long-lived
assets.
(c) Basis of Consolidation
These condensed consolidated interim financial statements include the accounts of the Company and its subsidiaries, including inactive
subsidiaries: Biogen Sciences Inc., Sweetnam Consulting Inc., and InMed Pharmaceutical Ltd. The Company’s former inactive subsidiary,
Meridex Network Corporation, was wound up into InMed effective April 17, 2019. A subsidiary is an entity that the Company controls, either
directly or indirectly, where control is defined as the power to govern the financial and operating policies of an entity so as to obtain benefits from
its activities. All inter-company transactions and balances including unrealized income and expenses arising from intercompany transactions are
eliminated in preparing these condensed consolidated interim financial statements.
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INMED PHARMACEUTICALS INC.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in U.S. Dollars)
2.

SIGNIFICANT ACCOUNTING POLICIES (cont’d)
(d) New Standards Applicable in the Reporting Period
i)

Credit losses
In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (Topic 326), and subsequent amendments to the
initial guidance: ASU 2018-19, ASU 2019-04, ASU 2019-05 and ASU 2019-10 (collectively Topic 326), requires companies to measure
credit losses on financial instruments measured at amortized cost applying an “expected credit loss” model based upon past events, current
conditions and reasonable and supportable forecasts that affect collectability. Previously, companies applied an “incurred loss’ model for
recognizing credit losses. This standard is effective for fiscal years beginning after December 14, 2019. The Company adopted this standard
from July 1, 2020, which did not have a significant impact on the condensed consolidated interim financial statements.

ii) Fair Value Measurement
In August 2018, the FASB issued ASU 2018–13, Fair Value Measurement (Topic 820): Disclosure Framework—Changes to the Disclosure
Requirements for Fair Value Measurement. The amendments in this ASU eliminate, add and modify certain disclosure requirements for fair
value measurements as part of its disclosure framework project. The Company adopted ASU 2018-13 from July 1, 2020, which did not have a
significant impact on the condensed consolidated interim financial statements.
iii) Collaborative Arrangements
In November 2018, the FASB issued ASU 2018–18, Collaborative Arrangements (Topic 808): Clarifying the Interaction between Topic 808
and Topic 606. This ASU provides guidance that clarifies when certain transactions between participants in a collaborative arrangement
should be accounted for under ASC 606 when the counterparty is a customer, and amends ASC 808 to refer to the unit-of-account guidance in
ASC 606. The guidance specifically precludes an entity from presenting consideration from a transaction in a collaborative arrangement as
revenue from contracts with customers if the counterparty is not a customer for that transaction. The Company adopted ASU 2018-18 on July
1, 2020, which did not have a significant impact on the condensed consolidated interim financial statements.
3.

PROPERTY AND EQUIPMENT, NET
Property and equipment consists of the following:
September 30,
2020
$

Right-of-Use Asset (lease)
Equipment
Leasehold Improvements
Property and equipment
Less: accumulated depreciation
Property and equipment, net

9

June 30,
2020
$

426,449
64,215
41,029
531,693
(147,164)

417,405
62,853
40,160
520,418
(116,933)

384,529

403,485

INMED PHARMACEUTICALS INC.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in U.S. Dollars)
3.

PROPERTY AND EQUIPMENT, NET (cont’d)
Depreciation expense on property, equipment and leasehold improvements for the three months ended September 30, 2020 was $6,384 (2019 $6,781). Depreciation expense related to the Right-of-Use Asset for the three months ended September 30, 2020 of $21,351 (2019 - $7,180) and was
recorded in general and administrative expenses.

4.

INTANGIBLE ASSETS, NET
Intangible assets consist of:
September 30,
2020
$

Intellectual property
Less: accumulated amortization
Intangible assets, net

June 30,
2020
$

1,657,403
(568,773)

1,622,255
(535,600)

1,088,630

1,086,655

The acquired intellectual property is recorded at cost and is amortized on a straight-line basis over an estimated useful life of 18 years net of any
accumulated impairment losses. At September 30, 2020, the acquired intellectual property has an estimated remaining useful life of approximately 12
years.
Amortization expense on intangible assets for the three months ended September 30, 2020 was $21,597 (2019- $23,446). Based upon the intangible
assets held as at September 30, 2020, the Company expects amortization expense to be incurred over the next five years as follows:
$
2021
2022
2023
2024
2025

92,078
92,078
92,078
92,078
92,078
460,390

5.

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES
Accounts payable and accrued liabilities consist of the following:
September 30,
2020
$

Trade payables
Accrued research and development expenses
Employee compensation, benefits and related accruals
Accrued general and administrative expenses
Accounts payable and accrued liabilities

10

June 30,
2020
$

152,742
496,743
655,144
497,999

82,651
587,425
536,231
400,996

1,802,628

1,607,303

INMED PHARMACEUTICALS INC.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in U.S. Dollars)
6.

SHARE CAPITAL AND RESERVES
a)

Authorized
As at September 30, 2020, the Company’s authorized share structure consisted of: (i) an unlimited number of common shares without par value;
and (ii) an unlimited number of preferred shares without par value. No preferred shares were issued and outstanding as at September 30, 2020 and
June 30, 2020.
The Company may issue preferred shares and may, at the time of issuance, determine the rights, preference and limitations pertaining to these
shares. Holders of preferred shares may be entitled to receive a preference payment in the event of any liquidation, dissolution or winding up of
the Company before any payment is made to the holders of common shares.

b) Common Shares
During the three months ended September 30, 2020, there was no common share activity.
c)

Share Purchase Warrants
All share purchase warrants expired on June 22, 2020. Share purchase warrants were exercisable in Canadian dollars (United States dollar
amounts for exercise price and aggregate intrinsic value are calculated using prevailing rates as at June 30, 2020). Each warrant entitled the
holders thereof the right to purchase one common share.
The following is a summary of changes in share purchase warrants from July 1, 2019 to September 30, 2020:
Weighted
Average
Share Price
C$

Number
#
Balance as at June 30, 2019
Expired
Balance as at June 30, 2020 and September 30, 2020

910,297
(910,297)
-

11

$
$

Weighted
Average
Share Price
US$

41.25
41.25
-

$
$

Aggregate
Intrinsic
Value
C$

Aggregate
Intrinsic
Value
US$

31.52
31.52

-

-

-

-

-

INMED PHARMACEUTICALS INC.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in U.S. Dollars)
6.

SHARE CAPITAL AND RESERVES (cont’d)
d) Agents’ Warrants
All agents’ warrants expired on June 22, 2020. Agents’ warrants were exercisable in Canadian dollars (United States dollar amounts for exercise
price and aggregate intrinsic value are calculated using prevailing rates as at June 30, 2020). Each warrant entitled the holders thereof the right to
purchase one common share.
The following is a summary of changes in agents’ warrants from July 1, 2019 to September 30, 2020:
Weighted
Average
Share Price
C$

Number
#
Balance as at June 30, 2019
Expired
Balance as at June 30, 2020 and September 30, 2020
7.

46,665
(46,665)
-

$
$

Weighted
Average
Share Price
US$

36.63
36.63
-

$
$

Aggregate
Intrinsic
Value
C$

Aggregate
Intrinsic
Value
US$

27.99
27.99

-

-

-

-

-

SHARE-BASED PAYMENTS
a)

Option Plan Details
On March 24, 2017, the Company’s shareholders approved: (i) the adoption of a new stock option plan (the “Plan”) pursuant to which the Board
of Directors may, from time to time, in its discretion and in accordance with the requirements of the TSX, grant to directors, officers, employees
and consultants of the Company, non-transferable options to purchase common shares, provided that the number of common shares reserved for
issuance will not exceed twenty percent (20%) of the issued and outstanding common shares at the date the options are granted (on a non-diluted
and rolling basis); and (ii) the application of the new stock option plan to all outstanding stock options of the Company that were granted prior to
March 24, 2017 under the terms of the Company’s previous stock option plan.
As at September 30, 2020, there were 487,326 (June 30, 2020 – 455,507) options available for future allocation pursuant to the terms of the Plan.
The option price under each option shall be not be less than the closing price on the day prior to the date of grant. All options vest upon terms as
set by the Board of Directors, either over time, typically 12 to 36 months, or upon the achievement of certain corporate milestones.
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INMED PHARMACEUTICALS INC.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in U.S. Dollars)
7.

SHARE-BASED PAYMENTS (cont’d)
a)

Option Plan Details (cont’d)
Stock options are granted with Canadian dollar exercise prices (United States dollar amounts for weighted average exercise prices and aggregate
intrinsic value are calculated using prevailing rates as at September 30, 2020). The following is a summary of changes in outstanding options from
July 1, 2019 to September 30, 2020:

Number
Balance as at June 30, 2019
Granted
Expired/Forfeited
Balance as at June 30, 2020
Expired/Forfeited
Balance as at September 30, 2020

599,090
52,728
(63,183)
588,635
(31,818)
556,817

13

Weighted
Average
Exercise
Price
C$
17.64
8.78
37.39
14.73
8.19

Weighted
Average
Exercise
Price
US$
13.48
6.44
27.43
10.81
6.14

14.96

11.22

INMED PHARMACEUTICALS INC.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in U.S. Dollars)
7.

SHARE-BASED PAYMENTS (cont’d)
a)

Option Plan Details (cont’d)
The following is a summary of changes in options from July 1, 2020 to September 30, 2020:

Grant Date
25-Aug-15
23-Nov-15
27-Nov-15
16-May-16
10-Jun-16
15-Jun-16
26-Jul-16
12-Sep-16
28-Oct-16
12-Dec-16
13-Jan-17
20-Feb-17
22-Feb-17
2-Jun-17
10-Jul-17
8-Mar-18
16-May-18
31-Aug-18
20-Sep-18
05-Dec-18
14-Jan-19
21-Jan-19
4-Feb-19
4-Mar-19
27-May-19
1-Jul-19
9-Aug-19
3-Dec-19
12-Jan-20

Expiry Date
25-Aug-20
23-Nov-20
27-Nov-20
16-May-21
10-Jun-21
15-Jun-21
26-Jul-21
12-Sep-21
28-Oct-21
12-Dec-21
13-Jan-22
20-Feb-22
22-Feb-22
2-Jun-22
10-Jul-22
8-Mar-23
16-May-23
31-Aug-23
20-Sep-23
05-Dec-23
14-Jan-24
21-Jan-24
4-Feb-24
4-Mar-24
27-May 24
1-Jul-24
9-Aug-24
3-Dec-24
11-Jan-25

Weighted Average Exercise Price C$
Weighted Average Exercise Price US$
Weighted Average Life Remaining
Aggregate Intrinsic Value (C$)
Aggregate Intrinsic Value (US$)

Exercise
Price
C$
$ 6.930
$ 4.785
$ 4.620
$ 2.640
$ 4.290
$ 3.630
$ 3.630
$ 3.630
$ 6.435
$ 4.620
$ 8.250
$ 12.210
$ 13.530
$ 14.850
$ 10.890
$ 51.150
$ 33.660
$ 27.060
$ 26.400
$ 14.850
$ 16.500
$ 16.830
$ 26.070
$ 19.800
$ 14.355
$ 10.890
$ 8.910
$ 8.250
$ 8.250

Opening
Balance
1,515
6,061
1,515
60,606
24,242
60,606
22,727
30,303
12,121
4,848
30,303
3,030
1,515
21,667
10,758
36,363
77,728
8,182
4,545
21,212
3,183
3,030
4,545
10,757
74,545
3,030
30,303
9,091
10,304
588,635
$
$

Granted
14.73
10.81
2.32
$Nil
$Nil
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Exercised
-

-

$
$

Expired/
Forfeited
(1,515)
(30,303)
(31,818)
8.19
6.14
-

$
$

Closing
Balance
6,061
1,515
60,606
24,242
60,606
22,727
30,303
12,121
4,848
3,030
1,515
21,667
10,758
36,363
77,728
8,182
4,545
21,212
3,183
3,030
4,545
10,757
74,545
3,030
30,303
9,091
10,304
556,817
14.96
11.22
2.12
$Nil
$Nil

Vested and
Exercisable
6,061
1,515
60,606
24,242
60,606
22,727
30,303
12,121
4,848
3,030
1,515
21,667
10,758
36,363
77,728
8,182
4,545
15,909
3,183
2,272
3,409
8,067
37,272
1,180
7,576
758
466,443
$
$

15.70
11.77
1.80

Unvested
5,303
758
1,136
2,690
37,273
1,850
22,727
9,091
9,546
90,374
$
$

12.01
9.01
3.79

INMED PHARMACEUTICALS INC.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in U.S. Dollars)
7.

SHARE-BASED PAYMENTS (cont’d)
b) Fair Value of Options Issued During the Period
i)

There were no options granted during the three months ended September 30, 2020.

ii) Expenses Arising from Share-based Payment Transactions
Total expenses arising from share-based payment transactions recognized during the three months ended September 30, 2020 were $85,407
(2019 - $350,482). Unrecognized compensation cost at September 30, 2020 related to unvested options was $148,980 (C$198,725) which will
be recognized over a weighted-average vesting period of 1.1 years.
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INMED PHARMACEUTICALS INC.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in U.S. Dollars)
8.

LEASE OBLIGATIONS
On commencement of the lease for the Company’s new offices premises on July 1, 2019, the Company recognized right-of-use assets of $434,660 and
a lease liability of $385,057 with no net impact on accumulated deficit. When measuring lease liabilities, the Company discounted lease payments
using its incremental borrowing rate at July 1, 2019 of 8%.
The following table lists the Company’s operating lease obligations recognized on commencement of the lease for the Company’s new offices
premises at July 1, 2019.

Lease obligations recognized as at July 1, 2019
Discounted using the incremental borrowing rate at July 1, 2019
Estimated annual variable lease payments not included in lease obligations

$
$

385,057
8%
59,983

The Company is committed to minimum lease payments as follows:
September 30,
2020
$
89,222
274,100
-

Maturity Analysis
Less than one year
One to five years
More than five years
Total undiscounted lease liabilities

$

363,322(1)

(1) Excludes estimated variable operating costs of $59,983 on an annual basis through to August 31, 2024.

9.

BASIC AND DILUTED LOSS PER SHARE
Basic loss per share amounts are calculated by dividing the net loss for the period by the weighted average number of ordinary shares outstanding
during the period. As the outstanding stock options are anti-dilutive, they are excluded from the weighted average number of common shares in the
table below.
Three Months Ended
September 30
2020
2019

Net loss for the period
Basic and diluted loss per share
Weighted average number of common shares- basic and diluted

$

(1,599,079) $
(0.31)
5,220,707

(2,805,312)
(0.54)
5,220,707

10. NON-CASH TRANSACTIONS
Investing and financing activities that do not have a direct impact on cash flows are excluded from the statements of cash flows. During the three
months ended September 30, 2020, the following transaction was excluded from the statement of cash flows:
i)

As at September 30, 2020, the Company has unpaid deferred financing costs of $128,907.
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INMED PHARMACEUTICALS INC.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in U.S. Dollars)
10. NON-CASH TRANSACTIONS (cont’d)
During the three months ended September 30, 2019, the following transaction was excluded from the statement of cash flows:
ii) On January 14, 2019, the Company executed a lease for new office premises (see Note 8). The term of this new lease is from July 1, 2019 to
August 31, 2024. In accordance with Topic 842 Leases, on commencement of the lease on July 1, 2019, the Company recognized right-of-use
assets of $434,660 and a lease liability of $385,057.
11. COMMITMENTS AND CONTINGENCIES
Pursuant to the terms of agreements with various contract research organizations, as at September 30, 2020, the Company is committed for contract
research services and materials at a cost of approximately $598,193. A total of $580,615 of these expenditures are expected to occur in the twelve
months following September 30, 2020 and the balance of $17,578 in the following twelve-month period.
Pursuant to the terms of a May 31, 2017 Technology Assignment Agreement between the Company and the University of British Columbia (“UBC”),
the Company is committed to pay royalties to UBC on certain licensing and royalty revenues received by the Company for biosynthesis of certain drug
products that are covered by the agreement. To date no payments have been required to be made.
Pursuant to the terms of a December 13, 2018 Collaborative Research Agreement with UBC in which the Company owns all right, title and interest in
and to any intellectual property, in addition to funding research at UBC, the Company is committed to make a one-time payment upon filing of any
PCT patent application arising from the research. To date no payments have been required to be made.
Pursuant to the terms of a November 1, 2018 Contribution Agreement with National Research Council Canada, as represented by its Industrial
Research Assistance Program (NRC-IRAP), under certain circumstances contributions received, including the disposition of the underlying intellectual
property developed in part with NRC-IRAP contributions, may become repayable.
Short-term investments include guaranteed investment certificates with a face value of $43,107 (June 30, 2020 - $42,193) that are pledged as security
for a corporate credit card.
The Company has entered into certain agreements in the ordinary course of operations that may include indemnification provisions, which are common
in such agreements. In some cases, the maximum amount of potential future indemnification is unlimited; however, the Company currently holds
commercial general liability insurance. This insurance limits the Company’s liability and may enable the Company to recover a portion of any future
amounts paid. Historically, the Company has not made any indemnification payments under such agreements and it believes that the fair value of these
indemnification obligations is minimal. Accordingly, the Company has not recognized any liabilities relating to these obligations for any period
presented.
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INMED PHARMACEUTICALS INC.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in U.S. Dollars)
11. COMMITMENTS AND CONTINGENCIES (cont’d)
In July 2020, in connection with the IPO of our common shares, two inadvertent disclosures of already publically available information were made that
may have exceeded the scope permissible under Rule 134 of the Securities Act of 1933, and thus may not be entitled to the “safe-harbor” provided by
Rule 134. As a result, either of the two inadvertent disclosures could be determined to not be in compliance for a registered securities offering under
Section 5 of the Securities Act of 1933. If either of the two inadvertent disclosures are determined by a court to be a violation by the Company of the
Securities Act of 1933, the recipients of the inadvertent disclosures who purchase our common shares in the IPO may have a rescission right, which
could require the Company to repurchase those shares at their original purchase price with interest or a claim for damages if the purchaser no longer
owns the securities, for one year following the date of the violation. The Company could also incur considerable expense if it were to contest any such
claims. Consequently, a contingent liability may arise out of this possible violation of the Securities Act of 1933. The likelihood and magnitude of this
contingent liability, if any, is not determinable at this time.
From time to time, the Company may be subject to various legal proceedings and claims related to matters arising in the ordinary course of business.
The Company does not believe it is currently subject to any material matters where there is at least a reasonable possibility that a material loss may be
incurred.
12. FINANCIAL RISK MANAGEMENT
Fair value:
Fair value measurements recognized in the condensed consolidated balance sheets must be categorized in accordance with the following levels:
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities;
Level 2: Inputs other than quoted prices included in Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e.
derived from prices);
Level 3: Inputs for the asset or liability that are not based on observable market data (unobservable inputs).
The Company’s financial instruments consist of cash and cash equivalents, short-term investments, accounts receivable, and accounts payable and
accrued liabilities.
The fair values of short-term investments, accounts receivable, and accounts payable and accrued liabilities approximate their fair values because of
the short-term nature of these instruments. Cash and cash equivalents are measured at fair value using Level 1 inputs.
The following table summarizes the classification and carrying values of the Company’s financial instruments at September 30, 2020 and June 30,
2020:
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INMED PHARMACEUTICALS INC.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in U.S. Dollars)
12. FINANCIAL RISK MANAGEMENT (cont’d)
September 30, 2020
Financial assets
Cash and cash equivalents
Short-term investments
Accounts receivable
Total financial assets
Financial liabilities
Accounts payable and accrued liabilities
Total financial liabilities

Level 1

June 30, 2020
Financial assets
Cash and cash equivalents
Short-term investments
Accounts receivable
Total financial assets

Level 1

Total

4,497,296
4,497,296

43,162
51,873
95,035

4,497,296
43,162
51,873
4,592,331

-

1,802,628

1,802,628

-

1,802,628

1,802,628

Level 2

Total

5,805,809
5,805,809

42,384
45,344
87,728

5,805,809
42,384
45,344
5,893,537

-

1,607,303

1,607,303

-

1,607,303

1,607,303

Financial liabilities
Accounts payable and accrued liabilities
Total financial liabilities
a)

Level 2

Market Risk:
Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in market prices. Market
prices are comprised of four types of risk: foreign currency risk, interest rate risk, commodity price risk and equity price risk. The Company does
not currently have significant commodity price risk or equity price risk.
Foreign Currency Risk:
Foreign currency risk is the risk that the future cash flows or fair value of the Company’s financial instruments that are denominated in a currency
that is not the Company’s functional currency (C$) will fluctuate due to changes in foreign exchange rates. Portions of the Company’s cash and
cash equivalents and accounts payable and accrued liabilities are denominated in U.S. dollars.
Accordingly, the Company is exposed to fluctuations in the U.S. and Canadian dollar exchange rates.
As at September 30, 2020, the Company has a net excess of U.S. dollar denominated cash and cash equivalents in excess of U.S. dollar
denominated accounts payable and accrued liabilities of US$250,293 which is equivalent to C$333,866 at the September 30, 2020 exchange rate.
The U.S. dollar financial assets generally result from holding U.S. dollar cash to settle anticipated near-term accounts payable and accrued
liabilities denominated in U.S. dollars. The U.S. dollar financial liabilities generally result from purchases of supplies and services from suppliers
from outside of Canada.
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INMED PHARMACEUTICALS INC.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in U.S. Dollars)
12. FINANCIAL RISK MANAGEMENT (cont’d)
a)

Market Risk (cont’d):
Foreign Currency Risk (cont’d):
Each change of 1% in the U.S. dollar in relation to the Canadian dollar results in a gain or loss, with a corresponding effect on cash flows, of
$2,503 based on the September 30, 2020 net U.S. dollar assets (liabilities) position. During the three months ended September 30, 2020, the
Company recorded foreign exchange loss of $77,992 (September 30, 2019 – gain of $15,932) related to US dollars.
As at September 30, 2020, the Company has a net excess of Euros denominated accounts payable and accrued liabilities in excess of Euros
denominated cash and cash equivalents of €23,746 which is equivalent to US$27,826 at the September 30, 2020 exchange rate. The Euros
financial assets generally result from holding Euros cash to settle anticipated near-term accounts payable and accrued liabilities denominated in
Euros. The Euros financial liabilities generally result from purchases of supplies and services from suppliers from outside of Canada.
Each change of 1% in the Euro in relation to the Canadian dollar results in a gain or loss, with a corresponding effect on cash flows, of $278 based
on the September 30, 2020 net Euro assets (liabilities) position. During the three months ended September 30, 2020, the Company recorded a
foreign exchange gain of $38,493 (September 30, 2019 – gain of $Nil) related to Euros.
Interest Rate Risk:
Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in market interest rates. As at September 30, 2020, holdings
of cash and cash equivalents of $3,851,615 (June 30, 2020 - $4,307,407) are subject to floating interest rates. The balance of the Company’s cash
holdings of $915,682 (June 30, 2020 - $1,498,402) are non-interest bearing.
As at September 30, 2020, the Company held variable rate guaranteed investment certificates, with one-year terms, with face value of $43,107
(June 30, 2020 - $42,193).
The Company’s current policy is to invest excess cash in guaranteed investment certificates or interest-bearing accounts of major Canadian
chartered banks or credit unions with comparable credit ratings. The Company regularly monitors compliance to its cash management policy.
The Company, as at September 30, 2020, does not have any borrowings. Interest rate risk is limited to potential decreases on the interest rate
offered on cash and cash equivalents and short-term investments held with chartered Canadian financial institutions. The Company considers this
risk to be immaterial.

20

INMED PHARMACEUTICALS INC.
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED SEPTEMBER 30, 2020 AND 2019
(Expressed in U.S. Dollars)
12. FINANCIAL RISK MANAGEMENT (cont’d)
b) Credit Risk:
Credit risk is the risk of financial loss to the Company if a customer or a counter party to a financial instrument fails to meet its contractual
obligations. Financial instruments which are potentially subject to credit risk for the Company consist primarily of cash and cash equivalents and
short-term investments. Cash and cash equivalents and short-term investments are maintained with financial institutions of reputable credit and
may be redeemed upon demand.
The carrying amount of financial assets represents the maximum credit exposure. Credit risk exposure is limited through maintaining cash and
cash equivalents and short-term investments with high-credit quality financial institutions and management considers this risk to be minimal for
all cash and cash equivalents and short-term investments assets based on changes that are reasonably possible at each reporting date.
c)

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’s policy is to ensure
that it has sufficient cash to meet its liabilities when they become due, under both normal and stressed conditions, without incurring unacceptable
losses or risking damage to the Company’s reputation. A key risk in managing liquidity is the degree of uncertainty in the cash flow projections. If
future cash flows are fairly uncertain, the liquidity risk increases. As at September 30, 2020, the Company has cash and cash equivalents and
short-term investments of $4,540,458 (June 30, 2020 - $5,848,193), current liabilities of $1,874,030 (June 30, 2020 - $1,676,268 ) and a working
capital surplus of $3,242,497 (June 30, 2020 - $4,636,189).

13. SUBSEQUENT EVENT
On November 16, 2020, the Company consummated its IPO and issued an aggregate of 1,780,000 common shares, together with accompanying
warrants, for gross proceeds of $8,010,000. Each common share was sold in the offering with one warrant to purchase one common share. The
warrants have an exercise price of $5.11 per share, are immediately exercisable upon issuance, and expire six years following the date of issuance. The
underwriters have also been granted an option to purchase an additional 267,000 common shares and additional warrants to purchase up to an
aggregate of 267,000 common shares for a period of 45 days. In conjunction with the IPO, the Company’s common shares commenced trading on the
Nasdaq on November 12, 2020.

21

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS
This Quarterly Report on Form 10-Q contains “forward-looking statements” within the meaning of United States Private Securities Litigation Reform Act
of 1995 and “forward-looking information” within the meaning of applicable Canadian securities law, which are included but are not limited to statements
with respect to InMed Pharmaceuticals Inc.’s (the “Company” or “InMed”) anticipated results and progress of the Company’s operations, research and
development in future periods, plans related to its business strategy, and other matters that may occur in the future. These statements relate to analyses and
other information that are based on forecasts of future results, estimates of amounts not yet determinable and assumptions of management. We may, in
some cases, use words such as “anticipate”, “believe”, “could”, “estimate”, “expect”, “intend”, “may”, “plan”, “predict”, “project”, “will”, “would”, and
similar expressions that convey uncertainty of future events or outcomes to identify these forward-looking statements. Any statements contained herein that
are not statements of historical facts may be deemed to be forward-looking statements. Forward-looking statements in this prospectus include, but are not
limited to, statements about:
●

Our researching, developing, manufacturing and commercializing cannabinoid-based biopharmaceutical products will treat diseases with high
unmet medical needs;

●

Bringing strict scientific discipline to the field of cannabinoid medicine to unlock the full potential of this class of drugs

●

Our ability to register and commercialize products in the United States and other jurisdictions;

●

The future timing of INM-755 and INM-088 studies;

●

Our ability to source cannabinoids from third-party manufacturers;

●

Our ability to successfully develop and scale-up our IntegraSyn™ approach;

●

Our ability to transfer our integrative biosynthesis-based manufacturing approach to a contract development and manufacturing organization, or
“CDMO”;

●

Our ability to deliver our rare cannabinoid pharmaceuticals through various topical formulations (cream for dermatology, eye drops for ocular
diseases);

●

Our ability to minimize systemic exposure and any related unwanted systemic side effects, including any drug-drug interactions and any
metabolism of the active pharmaceutical ingredient by the liver;

●

Our ability to continue research on INM-755, our lead drug candidate for the treatment of EB, by completing the ongoing clinical trials and
commencing subsequent clinical trials;

●

Our ability to continue preclinical research studies for INM-088, our drug candidate for the treatment of glaucoma, which we expect to be
followed by clinical trial-enabling studies and then human clinical trials;
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●

Our ability to investigate our Product Candidates for additional indications;

●

Our ability to pursue the discovery of drug targets for other diseases with high unmet medical needs and the subsequent development of any
resulting Product Candidates;

●

Our ability to seek regulatory approvals for any Product Candidates that successfully complete clinical trials;

●

Our ability to scale-up our manufacturing processes and capabilities, or arrange for a third party to do so on our behalf, to support our clinical
trials of our Product Candidates and commercialization of any of our Product Candidates for which we obtain marketing approval;

●

Acquiring or in-licensing externally developed product(s) and/or technologies;

●

Maintaining, expanding, enforcing, defending and protecting our intellectual property;

●

Our ability to hire additional clinical, quality control and scientific personnel;

●

Our ability to add operational, financial and management information systems and personnel, including personnel to support our product
development and potential future commercialization efforts and our operations as a public company; and

●

Our ability to finance our operations through the sale of equity, debt financings or other capital sources, including collaborations with other
companies or other strategic transactions;

This list is not exhaustive of the factors that may affect our forward-looking statements. Some of the important risks and uncertainties that could affect
forward-looking statements are described further under the section heading: Item 2. Management’s Discussion and Analysis of Financial Condition and
Results of Operations of this report. Although we have attempted to identify important factors that could cause actual results to differ materially from those
described in forward-looking statements, there may be other factors that cause results not to be as anticipated, estimated or intended. Should one or more of
these risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual results may vary materially from those anticipated,
believed, estimated, or expected. We caution readers not to place undue reliance on any such forward-looking statements, which speak only as of the date
made and are based only on the information available to us at that time. Except as required by law, we disclaim any obligation to subsequently revise any
forward-looking statements to reflect events or circumstances after the date of such statements or to reflect the occurrence of anticipated or unanticipated
events.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.
This discussion and analysis contains certain forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the
“Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and is subject to the safe harbor created by
those sections. For more information, see “Cautionary Note Regarding Forward-Looking Statements.” When reviewing the discussion below, you should
keep in mind the substantial risks and uncertainties that impact our business. In particular, we encourage you to review the risks and uncertainties
described in “Risk Factors” in this report and in our Registration Statement on Form S-1/A filed with the Securities and Exchange Commission (the
“SEC”) on October 8, 2020, as amended, and effective as of November 12, 2020 (the “Registration Statement”). These risks and uncertainties could cause
actual results to differ materially from those projected or implied by our forward-looking statements contained in this report. These forward-looking
statements are made as of the date of this report, and we do not intend, and do not assume any obligation, to update these forward-looking statements,
except as required by law.
The following discussion and analysis should be read in conjunction with our unaudited condensed consolidated interim financial statements for the three
months ended September 30, 2020, and the related notes thereto, which have been prepared in accordance with U.S. GAAP. Additionally, the following
discussion and analysis should be read in conjunction with our Registration Statement and the audited consolidated financial statements included in our
Registration Statement.
All dollar amounts stated herein are in U.S. dollars, except share and per share amounts and currency exchange rates unless specified otherwise.
Overview
We are a clinical stage pharmaceutical company developing a pipeline of cannabinoid-based prescription drug products targeting treatments for diseases
with high unmet medical needs in a range of disease categories including dermatology and ocular diseases, among others. We work exclusively with nonplant-derived (synthetically manufactured), highly purified individual cannabinoid compounds. In parallel to our therapeutic programs, we are developing
an integrated cannabinoid manufacturing technology to facilitate access to rare cannabinoids that are otherwise not available at commercial scale and low
cost. Our goal is to be a leader in bringing cannabinoid-based therapies to patients who may benefit from them. We are focused on bringing strict scientific
discipline to the field of cannabinoid medicine to unlock the full potential of this class of drugs.
We are developing an integrated cannabinoid manufacturing system for pharmaceutical-grade cannabinoids, called IntegraSyn™, as well as multiple
cannabinoid-based medications that target diseases with high unmet medical needs (collectively, “Product Candidates”). Our active pharmaceutical
ingredients, or “APIs”, which are the ingredients that give medicines their effects, are synthetically made and, therefore, we have no direct contact with the
actual Cannabis plant at any point in our research and development activities. We do not grow nor utilize Cannabis nor its extracts in any of our products;
our products are applied topically (not inhaled nor ingested); and, we do not utilize tetrahydrocannabinol, or “THC”, nor cannabidiol, or “CBD”, the most
common cannabinoid compounds that are typically extracted from the Cannabis plant, in any of our products. The API under development for our initial
two product candidates, INM-755 for Epidermolysis Bullosa, or “EB” and INM-088 for glaucoma, is a rare cannabinoid named cannabinol, or “CBN”.
While the development of a cannabinoid manufacturing technology is one element of our business plan, the success of our current and potential clinical
development programs is not contingent upon the success of our manufacturing technology, as we currently have identified multiple third-party sources of
our target cannabinoid, CBN, at pharmaceutical grade. Should we elect to rely on internally produced API for either our clinical trials or, in the event of any
regulatory approval of our drug products, for any commercialized products, we will need to scale up our cannabinoid manufacturing system. There is no
guarantee that we will be successful in scaling up our manufacturing process for cannabinoids, successfully complete any required bridging studies from
external to internal API or be able to successfully transfer our manufacturing process to a contract development and manufacturing organization, or
“CDMO”. Additional uses of both INM-755 and INM-088 are being explored, as well as the application of additional rare cannabinoids to treat diseases.
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We believe we are positioned to develop multiple product candidates in diseases which may benefit from medicines based on rare cannabinoid compounds.
Most current cannabinoid therapies are based specifically on CBD and/or THC and are often delivered orally, which has limitations and drawbacks, such as
side effects (including the psychoactive effects of THC). Currently, we intend to deliver our rare cannabinoid pharmaceuticals through various topical
formulations (cream for dermatology, eye drops for ocular diseases) as a way of seeking to minimize systemic exposure and any related unwanted systemic
side effects, including any drug-drug interactions and any metabolism of the active pharmaceutical ingredient by the liver. This approach enables the
treatment of the specific disease at the site of the disease, leading to negligible exposure of the drug to the rest of the body. We do not extract our rare
cannabinoids from the Cannabis plant, but instead source purified, chemically identical compounds manufactured via non-extraction approaches such as
chemical synthesis and biosynthesis.
Since our acquisition of Biogen Sciences Inc., a privately held British Columbia pharmaceutical company focused on drug discovery and development of
cannabinoids in 2014, our operations have focused on conducting research and development for our Product Candidates and for our integrated,
biosynthesis-based manufacturing technology, establishing our intellectual property, organizing and staffing our company, business planning and capital
raising. To date, we have funded our operations primarily through the issuance of common shares.
We have incurred significant operating losses since our inception and since the acquisition of Biogen Science Inc. and we expect to continue to incur
significant operating losses for the foreseeable future. Our ability to generate product revenue, if ever, that is sufficient to achieve profitability will depend
heavily on the successful development and eventual commercialization of one or more of our drug candidates and/or our integrated, biosynthesis-based
manufacturing technology. Our net comprehensive losses was $1.6 million and $2.8 million for the three months ended September 30, 2020 and 2019,
respectively. As of September 30, 2020, we had an accumulated deficit of $66.2 million, which includes all losses since our inception in 1981. We expect
our expenses and operating losses will increase substantially over the next several years in connection with our ongoing activities as we:
●

continue to further advance the development of our IntegraSyn™ manufacturing approach;

●

continue to further advance the INM-755 program, our lead drug candidate for the treatment of EB;
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●

continue to further advance the INM-088 program, our drug candidate for the treatment of glaucoma, which we expect to be followed by clinical
trial-enabling studies and then human clinical trials;

●

investigate our Product Candidates for additional indications;

●

pursue the discovery of drug targets for other diseases with high unmet medical needs and the subsequent development of any resulting Product
Candidates;

●

seek regulatory approvals for any Product Candidates that successfully complete clinical trials;

●

scale-up our manufacturing processes and capabilities, or arrange for a third party to do so on our behalf, to support our clinical trials of our
Product Candidates and commercialization of any of our Product Candidates for which we obtain marketing approval;

●

acquire or in-license products externally developed product(s) and/or technologies;

●

maintain, expand, enforce, defend and protect our intellectual property;

●

hire additional clinical, quality control and scientific personnel; and

●

add operational, financial and management information systems and personnel, including personnel to support our product development and
potential future commercialization efforts and our operations as a public company.

As a result, we will need substantial additional funding to support our continuing operations and pursue our growth strategy. Until such time as we can
generate significant revenue from product sales, if ever, we expect to finance our operations through the sale of equity, debt financings or other capital
sources, including collaborations with other companies or other strategic transactions. We may be unable to raise additional funds or enter into such other
agreements or arrangements when needed on favorable terms, or at all. If we fail to raise capital or enter into such agreements as and when needed, we may
have to significantly delay, scale back or discontinue the development and commercialization of one or more of our Product Candidates, or grant rights to
external entities to develop and market our Product Candidates, even if we would otherwise prefer to develop and market such Product Candidates
ourselves.
Because of the numerous risks and uncertainties associated with drug development, we are unable to predict the timing or amount of increased expenses or
the timing of when or if we will be able to achieve or maintain profitability. Even if we are able to generate product sales, we may not become profitable. If
we fail to become profitable or are unable to sustain profitability on a continuing basis, then we may be unable to continue our operations at planned levels
and be forced to reduce or terminate our operations.
Components of Results of Operations
Revenue
To date, our only source of revenues has been interest earned on our cash, cash equivalents and short-term investments. We have not generated any revenue
from product sales and do not expect to generate any revenue from the sale of products for several years, if at all. If our development efforts for our current
or future Product Candidates are successful and result in marketing approval, we may generate revenue in the future from product sales. We cannot predict
if, when or to what extent we will generate revenue from the commercialization and sale of our Product Candidates. We may never succeed in obtaining
regulatory approval for any of our Product Candidates.
We may also, in the future, enter into license or collaboration agreements for our Product Candidates or intellectual property, and we may generate revenue
in the future from payments as a result of such license or collaboration agreements.
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Operating Expenses
Research and Development and Patent Expenses
Research and development and patent expenses represent costs incurred by us for the discovery, development, and manufacture of our Product Candidates
and include:
●

external research and development expenses incurred under agreements with CROs, contract development and manufacturing organizations, or
“CDMOs”, and consultants;

●

salaries, payroll taxes, employee benefits expenses for individuals involved in research and development efforts;

●

research supplies; and

●

legal and patent office fees related to patent and intellectual property matters.

We expense research and development costs as incurred. We recognize expenses for certain development activities, such as preclinical studies and
manufacturing, based on an evaluation of the progress to completion of specific tasks using data or other information provided to us by our vendors.
Payments for these activities are based on the terms of the individual agreements, which may differ from the pattern of expenses incurred. Nonrefundable
advance payments for goods or services to be received in the future for use in research and development activities are recorded as prepaid expenses. These
amounts are recognized as an expense as the goods are delivered or the related services are performed, or until it is no longer expected that the goods will
be delivered or the services rendered.
External costs represent a significant portion of our research and development expenses, which we track on a program-by-program basis following the
nomination of a development candidate. Our internal research and development expenses consist primarily of personnel-related expenses, including
salaries, benefits and stock-based compensation expense. We do not track our internal research and development expenses on a program-by-program basis
as the resources are deployed across multiple projects.
The successful development of our Product Candidates is highly uncertain. At this time, we cannot reasonably estimate or know the nature, timing, and
estimated costs of the efforts that will be necessary to complete the remainder of the development of our Product Candidates. We are also unable to predict
when, if ever, material net cash inflows will commence from our Product Candidates, if approved. This is due to the numerous risks and uncertainties
associated with developing our Product Candidates, including the uncertainty related to:
●

the timing and progress of preclinical and clinical development activities;

●

the number and scope of preclinical and clinical programs we decide to pursue;

●

our ability to raise additional funds necessary to complete preclinical and clinical development and commercialization of our Product Candidates
and to advance the development of our biosynthesis-based manufacturing technology;

●

our ability to maintain our current research and development programs and to establish new ones;

●

our ability to establish licensing or collaboration arrangements;

●

the progress of the development efforts of parties with whom we may enter into collaboration arrangements;

●

the successful initiation and completion of clinical trials with safety, tolerability and efficacy profiles that are satisfactory to the FDA or any
comparable foreign regulatory authority;

●

the receipt and related terms of regulatory approvals from applicable regulatory authorities;

●

the availability of raw materials and API for use in production of our Product Candidates;
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●

our ability to establish and operate a manufacturing facility, or secure manufacturing supply through relationships with third parties;

●

our ability to consistently manufacture our Product Candidates in quantities sufficient for use in clinical trials;

●

our ability to obtain and maintain intellectual property protection and regulatory exclusivity, both in the United States and internationally;

●

our ability to maintain, enforce, defend and protect our rights in our intellectual property portfolio;

●

the commercialization of our Product Candidates, if and when approved;

●

our ability to obtain and maintain third-party payor coverage and adequate reimbursement for our Product Candidates, if approved;

●

the acceptance of our Product Candidates, if approved, by patients, the medical community and third-party payors;

●

competition with other products; and

●

a continued acceptable safety profile of our products following receipt of any regulatory approvals.

A change in the outcome of any of these variables with respect to the development of any of our Product Candidates would significantly change the costs
and timing associated with the development of that product candidate, and potentially other candidates.
Research and development activities account for a significant portion of our operating expenses. We expect our research and development expenses to
increase significantly in future periods as we continue to implement our business strategy, which includes advancing our IntegraSyn™ manufacturing
approach to commercial scale and our drug candidates into and through clinical development, expanding our research and development efforts, including
hiring additional personnel to support our research and development efforts, and ultimately seeking regulatory approvals for our drug candidates that
successfully complete clinical trials. In addition, drug candidates in later stages of clinical development generally incur higher development costs than those
in earlier stages of clinical development, primarily due to the increased size and duration of later-stage clinical trials. Accordingly, although we expect our
research and development expenses to increase as our drug candidates advance into later stages of clinical development, we do not believe that it is possible
at this time to accurately project total program-specific expenses through to commercialization. There are numerous factors associated with the successful
commercialization of any of our Product Candidates, including future trial design and various regulatory requirements, many of which cannot be
determined with accuracy at this time based on our stage of development.
General and Administrative Expenses
General and administrative expenses consist of personnel-related costs, including salaries, benefits and stock-based compensation expense, for our
personnel in executive, finance and accounting, human resources, business operations and other administrative functions, investor relations activities, legal
fees related to corporate matters, fees paid for accounting and tax services, consulting fees and facility-related costs.
We expect our general and administrative expenses will increase for the foreseeable future to support our expanded infrastructure and increased costs of
expanding our operations and operating as a public company. These increases will likely include increased expenses related to accounting, audit, legal,
regulatory and tax-related services associated with maintaining compliance with exchange listing and SEC requirements, director and officer insurance
premiums, and investor relations costs associated with operating as a public company.
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Amortization and Depreciation
Intangible assets are comprised of intellectual property that we acquired in 2014 and 2015. The intellectual property is recorded at cost and is amortized on
a straight-line basis over an estimated useful life of 18 years net of any accumulated impairment losses. Equipment and leasehold improvements are
depreciated using the straight-line method based on their estimated useful lives.
Share-based Payments
Share-based payments is the stock-based compensation expense related to our granting of stock options to employees and others. The fair value, at the
grant date, of equity-settled share awards is charged to our loss over the period for which the benefits of employees and others providing similar services
are expected to be received. The vesting components of graded vesting employee awards are measured separately and expensed over the related tranche’s
vesting period. The amount recognized as an expense is adjusted to reflect the number of share options expected to vest. The fair value of awards is
calculated using the Black-Scholes option pricing model, which considers the exercise price, current market price of the underlying shares, expected life of
the award, risk-free interest rate, expected volatility and the dividend yield. For more information, please see “Share-based Payments” under “Critical
Accounting Policies and Significant Judgments and Estimates” below.
Other Income
Other income consists primarily of interest income earned on our cash, cash equivalents and short-term investments.
Foreign Currency Translation Gain (Loss)
Our assets and liabilities are translated from our Canadian dollar functional currency to the U.S. dollar presentation currency based on the exchange rate at
the balance sheet date. Our income and expense, capital transactions and cash flows are translated to U.S. dollar presentation currency using the exchange
rates prevailing at the transaction date or at an appropriate average exchange rate. Foreign currency translation adjustments to arrive at the presentation
currency are recognized as a component of comprehensive income.
Results of Operations
Comparison of the three months ended September 30, 2020 and 2019
Three Months Ended
September 30,
2020
2019

Change

% Change

(in thousands)
Operating expenses:
Research and development and patents
General and administrative
Amortization and depreciation
Total operating expenses
Interest income
Foreign exchange (loss) gain
Net loss

$

$
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911 $
625
28
1,564
4
(39)
(1,599) $

1,962 $
888
30
2,880
58
16
(2,805) $

(1,051)
(263)
(2)
(1,316)
(54)
(55)
1,206

(54%)
(30%)
(7%)
(46%)
(93%)
(344%)
(43%)

Research and Development and Patents Expenses
Research and development and patents expenses decreased by $1.1 million, or 54%, for the three months ended September 30, 2020 compared to the three
months ended September 30, 2019. The reduction in research and development and patents expenses was primarily due to decreased spending on the
integrated cannabinoid manufacturing program and the INM-755 program. In addition, purchases of the active pharmaceutical ingredients used in INM-755
clinical trials decreased.
General and administrative expenses
General and administrative expenses decreased by $0.3 million, or 30%, for the three months ended September 30, 2020 compared to the three months
ended September 30, 2019. The decrease results from a combination of changes including lower legal costs associated with negotiating research and
development contracts and other matters in the current period and certain current year legal costs being capitalized as deferred financing costs offset by
higher accounting fees partly resulting from the preparation of consolidated financial statements under both IFRS and US GAAP. In addition, a decrease in
personnel resulted in lower salaries and benefits and office and administration fees decreased as the three months ended September 30, 2019 included onetime costs associated with the relocation to new offices.
Interest income
Interest income decreased by $0.1 million, or 93%, for the three months ended September 30, 2020 compared to the three months ended September 30,
2019 as a result of decreased cash, cash equivalents and short-term investments and lower amounts of interest bearing cash, cash equivalents and short-term
investments.
Liquidity and Capital Resources
Since our inception, we have not generated any revenue from any product sales or any other sources and have incurred significant operating losses and
negative cash flows from our operations. We have not yet commercialized any of our product candidates and we do not expect to generate revenue from
sales of any Product Candidates for several years, if at all. We have funded our operations to date primarily with proceeds from the sale of common shares.
As of September 30, 2020, we had cash and cash equivalents of $4.5 million.
The following table summarizes our cash flows for each of the periods presented:
Three Months
Ended
September 30,
2020
$
(1,372)
(65)
128
$
(1,309)

(in thousands)
Net cash used in operating activities
Net cash provided by investing activities
Net cash used in financing activities
Effects of foreign exchange on cash and cash equivalents
Net (decrease) increase in cash and cash equivalents
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Three Months
Ended
September 30,
2019
$
(2,365)
3,744
(209)
$
1,170

Operating Activities
During the three months ended September 30, 2020, we used cash in operating activities of $1.4 million, primarily resulting from our net loss of $1.6
million, partially offset primarily by non-cash share-based compensation expenses and an increase in our accounts payable and accrued liabilities.
During the three months ended September 30, 2019, we used cash in operating activities of $2.4 million, primarily resulting from our net loss of $2.8
million and a reduction in in our accounts payable and accrued liabilities, partially offset primarily by non-cash share-based compensation expenses.
Changes in accounts payable and accrued expenses in both periods were generally due to growth in our business, the advancement of our Product
Candidates, and the timing of vendor invoicing and payments.
Investing Activities
During the three months ended September 30, 2020, we had no cash provided by or used in investing activities.
During the three months ended September 30, 2019, investing activities provided $3.7 million, consisting primarily of the net disposition of short-term
investments to fund our operating activities.
Financing Activities
During the three months ended September 30, 2020, we paid $0.1 million in deferred expenditures for financing activities.
During the three months ended September 30, 2019, we had no cash provided by or used in financing activities.
Funding Requirements
We expect our expenses to increase substantially in connection with our ongoing research and development activities, particularly as we continue the
research and development of and the initiation of clinical trials of our Product Candidates. In addition, we expect to incur additional costs associated with
operating as a US-listed public company. As a result, we expect to incur substantial operating losses and negative operating cash flows for the foreseeable
future.
We believe that our cash and cash equivalents and investments on hand as of September 30, 2020, together with the net proceeds of the IPO, will enable us
to fund our operating expenses and capital expenditure requirements into the second quarter of fiscal 2022. However, we have based this estimate on
assumptions that may prove to be wrong and we could exhaust our capital resources sooner than we expect.
Our funding requirements and timing and amount of our operating expenditures will depend largely on:
●

the progress, costs and results of our ongoing Phase I clinical trials;

●

the scope, progress, results and costs of discovery research, preclinical development, laboratory testing and clinical trials for our Product
Candidates;

●

the scope, progress, results and costs of development of our IntegraSyn™ manufacturing approach;

●

the number of and development requirements for other Product Candidates that we pursue;
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●

the costs, timing and outcome of regulatory review of our Product Candidates;

●

our ability to enter into contract manufacturing arrangements for supply of API and manufacture of our Product Candidates and the terms of such
arrangements;

●

our ability to establish and maintain strategic collaborations, licensing or other arrangements and the financial terms of such arrangements;

●

the costs and timing of future commercialization activities, including product manufacturing, sales, marketing and distribution, for any of our
Product Candidates for which we may receive marketing approval;

●

the amount and timing of revenue, if any, received from commercial sales of our Product Candidates for which we receive marketing approval;

●

the costs and timing of preparing, filing and prosecuting patent applications, maintaining and enforcing our intellectual property and proprietary
rights and defending any intellectual property- related claims;

●

expansion costs of our operational, financial and management systems and increases to our personnel, including personnel to support our clinical
development, manufacturing and commercialization efforts and our operations as a dual listed company; and

●

the costs to obtain, maintain, expand and protect our intellectual property portfolio.

A change in the outcome of any of these or other variables with respect to the development of any of our Product Candidates could significantly change the
costs and timing associated with the development of that Product Candidate. We will need to continue to rely on additional financing to achieve our
business objectives.
In addition to the variables described above, if and when any of our Product Candidates successfully complete development, we will incur substantial
additional costs associated with regulatory filings, marketing approval, post-marketing requirements, maintaining our intellectual property rights, and
regulatory protection, in addition to other commercial costs. We cannot reasonably estimate these costs at this time.
Until such time, if ever, as we can generate substantial product revenue, we expect to finance our cash needs through a combination of equity or debt
financings and collaboration arrangements. We currently have no credit facility or committed sources of capital. To the extent that we raise additional
capital through the future sale of equity securities, the ownership interests of our shareholders will be diluted, and the terms of these securities may include
liquidation or other preferences that adversely affect the rights of our existing common shareholders. If we raise additional funds through the issuance of
debt securities, these securities could contain covenants that would restrict our operations. We may require additional capital beyond our currently
anticipated amounts, and additional capital may not be available on reasonable terms, or at all. If we raise additional funds through collaboration
arrangements or other strategic transactions in the future, we may have to relinquish valuable rights to our technologies, future revenue streams or Product
Candidates, or grant licenses on terms that may not be favorable to us. If we are unable to raise additional funds through equity or debt financings when
needed, we may be required to delay, limit, reduce or terminate development or future commercialization efforts or grant rights to develop and market
Product Candidates that we would otherwise prefer to develop and market ourselves.
Off-Balance Sheet Arrangements
We did not have during the periods presented, and we do not currently have, any off-balance sheet arrangements, as defined in the rules and regulations of
the SEC.
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Critical Accounting Policies and Significant Judgments and Estimates
We periodically review our financial reporting and disclosure practices and accounting policies to ensure that they provide accurate and transparent
information relative to the current economic and business environment. As part of this process, we have reviewed our selection, application and
communication of critical accounting policies and financial disclosures. Management has discussed the development and selection of the critical
accounting policies with the Audit Committee of the Board of Directors and the Audit Committee has reviewed the disclosure relating to critical
accounting policies in this Management’s Discussion and Analysis.
This discussion and analysis of our financial condition and results of operations is based on our condensed consolidated interim financial statements
included as part of this report, which have been prepared in accordance with U.S. GAAP. The preparation of our condensed consolidated interim financial
statements requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities and the revenue and expenses incurred
during the reported periods. We base estimates on our historical experience, known trends and various other factors that we believe are reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying value of assets and liabilities that are not apparent from other
sources. Actual results may differ from these estimates under different assumptions or conditions.
The full details of our accounting policies are presented in Note 2 of our audited consolidated financial statements for the year ended June 30, 2020 as
included in our Registration Statement. These policies are considered by management to be essential to understanding the processes and reasoning that go
into the preparation of our financial statements and the uncertainties that could have a bearing on its financial results. The significant accounting policies
that we believe to be most critical in fully understanding and evaluating our financial results are research and development costs and share based payments.
Research & Development and Patents costs:
Research and development and patents costs is a critical accounting estimate due to the magnitude and nature of the assumptions that are required to
calculate third-party accrued and prepaid research and development expenses. Research and development costs are charged to expense as incurred and
include, but are not limited to, personnel compensation, including salaries and benefits, services provided by CROs that conduct preclinical studies, costs of
filing and prosecuting patent applications, and lab supplies.
The amount of expenses recognized in a period related to service agreements is based on estimates of the work performed using an accrual basis of
accounting. These estimates are based on services provided and goods delivered, contractual terms and experience with similar contracts. We monitor these
factors and adjust our estimates accordingly.
Share-based payments:
The fair value, at the grant date, of equity share awards is charged to income or loss over the period for which the benefits of employees and others
providing similar services are expected to be received, generally the vesting period. The corresponding accrued entitlement is recorded in contributed
surplus. The amount recognized as an expense is adjusted to reflect the number of share options expected to vest. The fair value of awards is calculated
using the Black-Scholes option pricing model which considers the following factors:
●

Exercise price

●

Current market price of the underlying shares

●

Expected life of the award

●

Risk-free interest rate

●

Expected volatility

●

Dividend yield

Management determines costs for share-based payments using market-based valuation techniques. The fair value of the market-based and performancebased share awards are determined at the date of grant using generally accepted valuation techniques. Assumptions are made and judgment used in
applying valuation techniques. These assumptions and judgments include estimating the future volatility of the stock price, expected dividend yield,
forfeiture rates and corporate performance. For employee awards, we use the “simplified method” to determine the expected term of options. Under this
method, the expected term represents the average of the vesting period and the contractual term. Such judgments and assumptions are inherently uncertain.
Changes in these assumptions affect the fair value estimates. If we had made different judgments and assumptions than those described previously, the
amount of our share-based payments expense, net loss and net loss per common shares amounts could have been materially different.
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Contingent Liabilities
In July 2020, in connection with the public offering of our common shares, two inadvertent disclosures of already publicly available information were
made that may have exceeded the scope permissible under Rule 134 of the Securities Act, and thus may not be entitled to the “safe-harbor” provided by
Rule 134. As a result, either of the two inadvertent disclosures could be determined to not be in compliance for a registered securities offering under
Section 5 of the Securities Act. If either of the two inadvertent disclosures are determined by a court to be a violation by the Company of the Securities Act,
the recipients of the inadvertent disclosures who purchased our common shares in the Company’s public offering may have a rescission right, which could
require the Company to repurchase those shares at their original purchase price with interest or a claim for damages if the purchaser no longer owns the
securities, for one year following the date of the possible violation. The Company could also incur considerable expenses if it were to contest any such
claims. Consequently, a contingent liability may arise out of this possible violation of the Securities Act. The likelihood and magnitude of this potential
contingent liability, if any, is not determinable at this time
Going Concern
Through September 30, 2020, we have funded our operations primarily with proceeds from the sale of common shares. We have incurred recurring losses
and negative cash flows from operations since our inception, including net losses of $1.6 million and $2.8 million for the three months ended
September 30, 2020 and 2019, respectively. In addition, we have an accumulated deficit of $66.2 million as of September 30, 2020. We expect to continue
to generate operating losses for the foreseeable future.
We expect our cash and cash equivalents of $4.5 million as of September 30, 2020, together with the net proceeds from our financing which closed on
November 16, 2020 , will be sufficient to fund our operating expenses and capital expenditure requirements into the second quarter of fiscal 2022. Our
future viability beyond that point is dependent on our ability to raise additional capital to finance its operations. As a result, we have concluded that there is
substantial doubt about our ability to continue as a going concern within one year after the date that the condensed consolidated interim financial
statements, included elsewhere in this report, were issued.
We expect to seek additional funding through equity financings, debt financings or other capital sources, including collaborations with other companies,
government contracts or other strategic transactions. We may not be able to obtain financing on acceptable terms, or at all. The terms of any financing may
adversely affect the holdings or the rights of our existing shareholders.
Recently issued accounting pronouncements
A description of recently issued accounting pronouncements that may potentially impact our financial position and results of operations is disclosed in Note
2 to our consolidated financial statements included in our Registration Statement.
Financial Instruments and Risk Management
We are exposed through our operations to the following financial risks:
●

Market Risk including foreign currency risk and interest rate risk

●

Credit Risk

●

Liquidity Risk

In common with all other businesses, we are exposed to risks that arise from any use of financial instruments. This section of the MD&A describes our
objectives, policies and processes for managing those risks and the methods used to measure them. Further quantitative information in respect of these risks
is presented in our Registration Statement.
There have been no substantive changes in our exposure to financial instrument risks, its objectives, policies and processes for managing those risks or the
methods used to measure them from previous years unless otherwise stated in this discussion and analysis.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.
We are a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and, as such, are not required to provide the information under this
Item.
ITEM 4. CONTROLS AND PROCEDURES.
Evaluation of Disclosure Controls and Procedures
Our disclosure controls and procedures (as defined in Rules 13a-15(e) or 15d-15(e) under the Exchange Act) are designed to ensure that information
required to be disclosed in the reports that we file or submit under the Exchange Act is recorded, processed, summarized, and reported within the time
periods specified in the rules and forms of the SEC and to ensure that information required to be disclosed is accumulated and communicated to
management, including our principal executive and financial officers, to allow timely decisions regarding disclosure. As of September 30, 2020, the Chief
Executive Officer and the Chief Financial Officer, with assistance from other members of management, have reviewed the effectiveness of our disclosure
controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities and Exchange Act of 1934). Our management recognizes that
any controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving their objectives, and
management necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures. Based upon the evaluation,
they have concluded that, as of September 30, 2020, our disclosure controls and procedures were not effective at a reasonable assurance level due to a
material weakness that existed in our internal control over financial reporting resulting from a lack of resources in our finance function, in internal control
over financial reporting that was disclosed in our Registration Statement.
A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial reporting, such that there is a reasonable possibility
that a material misstatement of our annual financial statements will not be prevented or detected on a timely basis. The identified material weaknesses arose
from a lack of resources in our finance function that resulted in an overstatement of the valuation of warrants issued as part of a financing.
In light of the identified material weaknesses, it is possible that, had we performed a formal assessment of our internal control over financial reporting or
had our independent registered public accounting firm performed an audit of our internal control over financial reporting in accordance with PCAOB
standards, additional control deficiencies may have been identified.
Changes in Internal Control Over Financial Reporting
Due to a transition period established by SEC rules applicable to newly public companies, our management is not required to evaluate the effectiveness of
our internal control over financial reporting until after the filing of our Annual Report on Form 10-K for the year ended June 30, 2021. As a result, this
Quarterly Report on Form 10-Q does not address whether there have been any changes in our internal control over financial reporting.
Remediation
As previously described in our Registration Statement, we began implementing a remediation plan to address the material weakness described above.
Remediation measures include adding additional resources in our finance function and utilizing external resources to assist with certain financial reporting
matters. The material weakness will not be considered remediated, until the applicable controls operate for a sufficient period of time and management has
concluded, through testing, that these controls are operating effectively. We expect that the remediation of this material weakness will be completed prior to
the end of fiscal year 2021. Notwithstanding the material weakness, we believe the financial statements in this report fairly present, in all material respects,
our financial position, results of operations, and cash flows for the periods presented in conformity with U.S. GAAP.
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PART II
ITEM 1. LEGAL PROCEEDINGS.
We are not involved in any material active legal actions. However, from time to time, we may be subject to various pending or threatened legal actions and
proceedings, including those that arise in the ordinary course of our business.
ITEM 1A. RISK FACTORS.
We are a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and, as such, are not required to provide the information under this
Item. Nevertheless, we have chosen to voluntarily include the following risk factors in this Quarterly Report.
Investing in our common shares involves a high degree of risk. You should carefully consider each of the following risks, together with all other
information set forth in our Registration Statement, including the consolidated financial statements and the related notes, before making a decision to buy
our common shares. If any of the following risks actually occurs, our business could be harmed. In that case, the trading price of our common shares could
decline, and you may lose all or part of your investment.
Risks Related to our Securities
The market prices for our common shares are volatile and will fluctuate.
The market price for our common shares may be volatile and subject to wide fluctuations in response to numerous factors, many of which are beyond our
control, including the following: (i) actual or anticipated fluctuations in our quarterly financial results; (ii) recommendations by securities research analysts;
(iii) changes in the economic performance or market valuations of other issuers that investors deem comparable to ours; (iv) addition or departure of our
executive officers or members of our Board and other key personnel; (v) release or expiration of lock-up or other transfer restrictions on outstanding
common shares; (vi) sales or perceived sales of additional common shares; (vii) liquidity of the common shares; (viii) significant acquisitions or business
combinations, strategic partnerships, joint ventures or capital commitments by or involving us or our competitors; and (ix) news reports relating to trends,
concerns, technological or competitive developments, regulatory changes and other related issues in our industry or target markets. Financial markets often
experience significant price and volume fluctuations that affect the market prices of equity securities of public entities and that are, in many cases,
unrelated to the operating performance, underlying asset values or prospects of such entities. Accordingly, the market price of our common shares may
decline even if our operating results, underlying asset values or prospects have not changed. Additionally, these factors, as well as other related factors, may
cause decreases in asset values that are deemed to be other than temporary, which may result in impairment losses. As well, certain institutional investors
may base their investment decisions on consideration of our environmental, governance and social practices and performance against such institutions’
respective investment guidelines and criteria, and failure to meet such criteria may result in limited or no investment in our common shares by those
institutions, which could materially adversely affect the trading price of our common shares. There can be no assurance that continuing fluctuations in price
and volume will not occur. If such increased levels of volatility and market turmoil continue for a protracted period of time, our operations could be
materially adversely impacted and the trading price of our common shares may be materially adversely affected.
There is a limited market for our securities.
Our common shares are listed on the TSX and on the Nasdaq, however, there can be no assurance that an active and liquid market for the common shares
will develop or be maintained on the applicable stock exchanges, and an investor may find it difficult to resell any of our securities.
Raising additional capital may cause dilution to our existing shareholders, restrict our operations or require us to relinquish rights to our technologies
or Product Candidates.
We may seek additional capital through a combination of private and public equity offerings, debt financings, strategic partnerships and alliances and
licensing arrangements. To the extent that we raise additional capital through the sale of equity or convertible debt securities, existing ownership interests
will be diluted and the terms of such financings may include liquidation or other preferences that adversely affect the rights of existing shareholders. Debt
financings may be coupled with an equity component, such as warrants to purchase shares, which could also result in dilution of our existing shareholders’
ownership. The incurrence of indebtedness would result in increased fixed payment obligations and could also result in certain restrictive covenants, such
as limitations on our ability to incur additional debt, limitations on our ability to acquire or license intellectual property rights and other operating
restrictions that could adversely impact our ability to conduct our business and may result in liens being placed on our assets and intellectual property. If we
were to default on such indebtedness, we could lose such assets and intellectual property. If we raise additional funds through strategic partnerships and
alliances and licensing arrangements with third parties, we may have to relinquish valuable rights to our Product Candidates or grant licenses on terms that
are not favorable to us.
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Future offerings of debt or equity securities may rank senior to common shares.
If we decide to issue debt or equity securities in the future ranking senior to our common shares or otherwise incur additional indebtedness, it is possible
that these securities or indebtedness will be governed by an indenture or other instrument containing covenants restricting our operating flexibility and
limiting our ability to pay dividends to shareholders. Additionally, any convertible or exchangeable securities that we issue in the future may have rights,
preferences and privileges, including with respect to dividends, more favorable than those of common shares and may result in dilution to shareholders.
Because our decision to issue debt or equity securities in any future offering or otherwise incur indebtedness will depend on market conditions and other
factors beyond our control, we cannot predict or estimate the amount, timing or nature of our future offerings or financings, any of which could reduce the
market price of our common shares and dilute their value.
Common shareholders are subordinated to our lenders.
In the event of bankruptcy, liquidation or reorganization, any holders of our debt and our trade creditors will generally be entitled to payment of their claims
from our assets before any assets are made available for distribution to us or our shareholders. The common shares are effectively subordinated to our debt
and other obligations. As of the date of this document, we do not have any debt obligations.
Future sales of common shares by officers and directors may negatively impact the market price for our common shares.
Subject to compliance with applicable securities laws, our directors and officers and their affiliates may sell some or all of their common shares in the
future. No prediction can be made as to the effect, if any, such future sales of common shares may have on the market price of the common shares
prevailing from time to time. However, the future sale of a substantial number of common shares by our directors and officers and their affiliates, or the
perception that such sales could occur, could adversely affect prevailing market prices for our common shares.
We do not currently pay dividends on our common shares and have no intention to pay dividends on our common shares for the foreseeable future.
No dividends on our common shares have been paid by us to date. We do not intend to declare or pay any cash dividends in the foreseeable future. Payment
of any future dividends will be at the discretion of our Board, after taking into account a multitude of factors appropriate in the circumstances, including
our operating results, financial condition and current and anticipated cash needs. In addition, the terms of any future debt or credit facility may preclude us
from paying any dividends unless certain consents are obtained and certain conditions are met.
Investors in our securities may face adverse tax consequences. In particular, we may be considered a “passive foreign investment company” which may
have adverse United States federal income tax consequences for United States holders.
Prospective investors should be aware that the purchase of any of our securities may have tax consequences in the United States, Canada and other
jurisdictions. Prospective investors should consult with their own independent tax advisor before purchasing any of our securities.
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In particular, investors in our securities who are subject to United States federal taxation should be aware that we believe we may be classified as a passive
foreign investment company, or “PFIC”, during the tax year ended June 30, 2020, and based on the nature of our business, the projected composition of our
gross income and the projected composition and estimated fair market value of our assets, we may be classified as a PFIC for the current tax year ending
June 30, 2021 and may be a PFIC in subsequent tax years. If we are a PFIC for any year during a United States holder’s holding period, then such United
States holder generally will be required to treat any gain realized upon a disposition of securities, or any so-called “excess distribution” received on
securities, as ordinary income, and to pay an interest charge on a portion of such gain or distributions, unless the holder makes a timely and effective
“qualified electing fund” election, or a QEF election, or a “mark-to-market” election. Subject to certain limitations, a QEF election may be made with
respect to the common shares, pre-funded warrants and warrant shares. Subject to certain limitations, such mark-to-market election may be made with
respect to the common shares and warrant shares. A United States holder who makes a QEF election generally must report on a current basis its share of
our net capital gain and ordinary earnings for any year in which we are a PFIC, whether or not we distribute any amounts to securityholders. A United
States holder who makes the mark-to-market election generally must include as ordinary income each year the excess of the fair market value of the
common shares or warrant shares over the taxpayer’s basis therein. The foregoing is qualified in its entirety by the more detailed discussion of the PFIC
rules in our Registration Statement in “Material United States Federal Income Tax Considerations – Passive Foreign Investment Company Rules.” Each
United States holder should consult its own tax advisor regarding the United States federal, United States local, and foreign tax consequences of the PFIC
rules and the acquisition, ownership, and disposition of our securities.
We are exposed to risks related to currency exchange rates.
We currently hold most of our cash, cash equivalents and short-term investments in Canadian dollars which is our functional currency. Over time a greater
portion of our operations may be conducted in U.S. dollars. Because our financial statements are presented in U.S. dollars, changes in currency exchange
rates have had and could have a significant effect on our operating results. Exchange rate fluctuations between other currencies and the Canadian dollar
create risk in several ways, including the following:
●

weakening of the Canadian dollar may decrease the value of our cash, cash equivalents and short- term investments when translated to U.S. dollars
in our financial statements;

●

weakening of the Canadian dollar may reduce the U.S. dollar value of funds that we will have available for an increasing amount of research and
development expenses incurred outside Canada and the cost of sourced product components from outside Canada;

●

weakening of the U.S. dollar may decrease the value of our revenues denominated in other currencies;

●

the exchange rates on non-U.S. dollar transactions and cash deposits can distort our financial results; and

●

commercial product pricing and profit margins are affected by currency fluctuations.

For as long as we are an “emerging growth company” we intend to take advantage of reduced disclosure and governance requirements applicable to
emerging growth companies, which could result in our common shares being less attractive to investors and could make it more difficult for us to raise
capital as and when we need it.
We are an “emerging growth company,” as defined in the JOBS Act, and we have taken advantage, and intend to continue to take advantage, of certain
exemptions from various reporting requirements that are applicable to other public companies that are not emerging growth companies including, but not
limited to, not being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations
regarding executive compensation in our periodic reports and proxy statements, and exemptions from the requirements of holding a non-binding advisory
vote on executive compensation and shareholder approval of any golden parachute payments not previously approved.
Investors may find our common shares less attractive because we rely on these exemptions, which could contribute to a less active trading market for our
common shares or volatility in our share price. In addition, we may be less attractive to investors and it may be difficult for us to raise additional capital as
and when we need it. Investors may be unable to compare our business with other companies in our industry if they believe that our financial accounting is
not as transparent as other companies in our industry. If we are unable to raise additional capital as and when we need it, our financial condition and results
of operations may be materially and adversely affected.
We may take advantage of these reporting exemptions until we are no longer an emerging growth company.
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If we fail to maintain an effective system of internal control over financial reporting in the future, we may not be able to accurately report our financial
condition, results of operations or cash flows, which may adversely affect investor confidence in us and, as a result, the value of our common shares.
We will be required, under Section 404 of the Sarbanes-Oxley Act, to furnish a report by management on, among other things, the effectiveness of our
internal control over financial reporting. This assessment includes disclosure of any material weaknesses identified by our management in our internal
control over financial reporting. A material weakness is a deficiency, or combination of deficiencies, in internal control over financial reporting that results
in more than a reasonable possibility that a material misstatement of annual or interim financial statements will not be prevented or detected on a timely
basis. Section 404 of the Sarbanes-Oxley Act also generally requires an attestation from our independent registered public accounting firm on the
effectiveness of our internal control over financial reporting. However, for as long as we remain an emerging growth company as defined in the JOBS Act,
we intend to take advantage of the exemption permitting us not to comply with the independent registered public accounting firm attestation requirement.
Our compliance with Section 404 will require that we incur substantial accounting expense and expend significant management efforts. We may not be able
to complete our evaluation, testing and any required remediation in a timely fashion. During the evaluation and testing process, if we identify one or more
material weaknesses in our internal control over financial reporting, we will be unable to assert that our internal control over financial reporting is effective.
We cannot assure you that there will not be material weaknesses or significant deficiencies in our internal control over financial reporting in the future. Any
failure to maintain internal control over financial reporting could severely inhibit our ability to accurately report our financial condition, results of
operations or cash flows. This may expose us, including individual executives, to potential liability which could significantly affect our business. If we are
unable to conclude that our internal control over financial reporting is effective, or if our independent registered public accounting firm determines we have
a material weakness or significant deficiency in our internal control over financial reporting once that firm begins its audits of internal control over
financial reporting, we could lose investor confidence in the accuracy and completeness of our financial reports, the market price of our common shares
could decline, and we could be subject to sanctions or investigations by the TSX, Nasdaq, the SEC, or other regulatory authorities. Failure to remedy any
material weakness in our internal control over financial reporting, or to implement or maintain other effective control systems required of public
companies, could also restrict our future access to the capital markets.
Our disclosure controls and procedures may not prevent or detect all errors or acts of fraud.
Our disclosure controls and procedures are designed to reasonably assure that information required to be disclosed by us in reports we file or submit under
the Securities Exchange Act of 1934 is accumulated and communicated to management, recorded, processed, summarized and reported within the time
periods specified in the rules and forms of the SEC. We believe that any disclosure controls and procedures or internal controls and procedures, no matter
how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are met.
These inherent limitations include the realities that judgments in decision-making can be faulty, and that breakdowns can occur because of simple error or
mistake. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people or by an unauthorized
override of the controls. Accordingly, because of the inherent limitations in our control system, misstatements or insufficient disclosures due to error or
fraud may occur and not be detected.
Deficiencies in disclosure controls and procedures and internal control over financial reporting could result in a material misstatement in our financial
statements.
We could be adversely affected if there are deficiencies in our disclosure controls and procedures or in our internal controls over financial reporting. The
design and effectiveness of our disclosure controls and procedures and our internal controls over financial reporting may not prevent all errors,
misstatements or misrepresentations. Consistent with other entities in similar stages of development, we have a limited number of employees currently in
the accounting group, limiting our ability to provide for segregation of duties and secondary review. A lack of resources in the accounting group could lead
to material misstatements resulting from undetected errors occurring from an individual performing primarily all areas of accounting with limited
secondary review. Deficiencies in internal controls over financial reporting which may occur could result in material misstatements of our results of
operations, restatements of financial statements, other required remediations, a decline in the price of our common shares, or otherwise materially adversely
affect our business, reputation, results of operations, financial condition or liquidity.
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In connection with the audit of our financial statements as of and for the years ended June 30, 2020 and 2019, material weaknesses in our internal
control over financial reporting were identified and we may identify additional material weaknesses in the future.
In connection with the preparation and audits of our financial statements as of and for the years ended June 30, 2020 and 2019, material weaknesses (as
defined under the Exchange Act and by the auditing standards of the U.S. Public Company Accounting Oversight Board, or “PCAOB”), were identified in
our internal control over financial reporting. A material weakness is a deficiency, or a combination of deficiencies, in internal control over financial
reporting, such that there is a reasonable possibility that a material misstatement of our annual financial statements will not be prevented or detected on a
timely basis. The identified material weaknesses arose from a lack of resources in our finance function that resulted in an overstatement of the valuation of
warrants issued as part of a financing as described elsewhere in this Quarterly Report.
In light of the identified material weaknesses, it is possible that, had we performed a formal assessment of our internal control over financial reporting or
had our independent registered public accounting firm performed an audit of our internal control over financial reporting in accordance with PCAOB
standards, additional control deficiencies may have been identified.
We have begun taking measures, and plan to continue to take measures, to remediate these material weaknesses. However, the implementation of these
measures may not fully address these material weaknesses in our internal control over financial reporting, and, if so, we would not be able to conclude that
they have been fully remedied. Our failure to correct these material weaknesses or our failure to discover and address any other control deficiencies could
result in inaccuracies in our financial statements and could also impair our ability to comply with applicable financial reporting requirements and make
related regulatory filings on a timely basis. As a result, our business, financial condition, results of operations and prospects, as well as the trading price of
our common shares, may be materially and adversely affected.
We have incurred, and will continue to incur, increased costs as a result of operating as a public company, and our management has been required,
and will continue to be required, to devote substantial time to new compliance initiatives.
As a public company, we have incurred and are continuing to incur significant legal, accounting and other expenses and these expenses may increase even
more after we are no longer an “emerging growth company.” In the United States, we are subject to the reporting requirements of the Exchange Act and the
rules adopted, and to be adopted, by the SEC and, when our common shares are listed on Nasdaq. Our management and other personnel devote a
substantial amount of time to these compliance initiatives.
Moreover, these rules and regulations have substantially increased our legal and financial compliance costs and made some activities more time-consuming
and costly. The increased costs have increased our net loss. These rules and regulations may make it more difficult and more expensive for us to maintain
sufficient director’s and officer’s liability insurance coverage. We cannot predict or estimate the amount or timing of additional costs we may continue to
incur to respond to these requirements. The ongoing impact of these requirements could also make it more difficult for us to attract and retain qualified
persons to serve on our Board, our Board committees or as executive officers.
Future sales and issuances of our common shares or rights to purchase common shares pursuant to our equity incentive plan could result in additional
dilution of the percentage ownership of our shareholders and may cause our share price to fall.
We expect that significant additional capital will be needed in the future to continue our planned operations. To raise capital, we may sell substantial
amounts of common shares or securities convertible into or exchangeable for common shares. These future issuances of common shares or common sharerelated securities, together with the exercise of outstanding options and any additional shares issued in connection with acquisitions, if any, may result in
material dilution to our investors. Such sales may also result in material dilution to our existing shareholders, and new investors could gain rights,
preferences and privileges senior to those of holders of our common shares.
Pursuant to our 2017 Amended and Restated Stock Option Plan, our compensation committee is authorized to grant equity-based incentive awards in the
form of options to purchase common shares to our directors, executive officers and other employees and service providers. As of September 30, 2020, there
were 487,326 options to purchase common shares available for future grant under our stock option plan. Future equity incentive grants under our stock
option plan may result in material dilution to our shareholders and may have an adverse effect on the market price of our common shares.
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Provisions in our corporate charter documents and certain Canadian laws could delay or deter a change of control.
Provisions in our articles and our by-laws, as well as certain provisions under the BCBCA and applicable Canadian securities laws, may discourage, delay
or prevent a merger, acquisition, tender offer or other change in control of us that some shareholders may consider favorable. In addition, because our
Board is responsible for appointing the members of our management team, these provisions may frustrate or prevent any attempts by our shareholders to
replace or remove our current management by making it more difficult for shareholders to replace members of our Board. As well, our preferred shares are
available for issuance from time to time at the discretion of our Board, without shareholder approval. Our articles allow our Board, without shareholder
approval, to determine the special rights to be attached to our preferred shares, and such rights may be superior to those of our common shares.
In addition, limitations on the ability to acquire and hold our common shares may be imposed by the Competition Act in Canada. This legislation permits
the Commissioner of Competition of Canada, or “Commissioner”, to review any acquisition of a significant interest in us. This legislation grants the
Commissioner jurisdiction to challenge such an acquisition before the Canadian Competition Tribunal if the Commissioner believes that it would, or would
be likely to, result in a substantial lessening or prevention of competition in any market in Canada. The Investment Canada Act subjects an acquisition of
control of a company by a non-Canadian to government review if the value of our assets, as calculated pursuant to the legislation, exceeds a threshold
amount. A reviewable acquisition may not proceed unless the relevant minister is satisfied that the investment is likely to result in a net benefit to Canada.
Any of the foregoing could prevent or delay a change of control and may deprive or limit strategic opportunities for our shareholders to sell their shares.
If securities or industry analysts publish inaccurate or unfavorable research about our business, our share price and trading volume may decline.
The trading market for our common shares depends in part on the research and reports that securities or industry analysts publish about us or our business.
If one or more of the analysts who cover us downgrade our shares or publish inaccurate or unfavorable research about our business, our shares price may
decline. If one or more of these analysts cease coverage of our company or fail to publish reports on us regularly, demand for our shares may decrease,
which may cause our shares price and trading volume to decline.
We are incorporated in Canada, with our assets and officers primarily located in Canada, with the result that it may be difficult for investors to enforce
judgments obtained against us or some of our officers.
We are a company organized and existing under the laws of British Columbia, Canada. Many of our directors and officers and the experts named in our
Registration Statement are residents of Canada or otherwise reside outside the United States, and all or a substantial portion of their assets, and a substantial
portion of our assets, are located outside the United States. It may be difficult for holders of common shares who reside in the United States to effect
service within the United States upon those directors, officers and experts who are not residents of the United States. It may also be difficult for holders of
securities who reside in the United States to realize in the United States upon judgments of courts of the United States predicated upon our civil liability
and the civil liability of our directors, officers and experts under the U.S. federal securities laws. Our Canadian counsel has advised us that there is doubt as
to the enforceability in Canada against us or against our directors, officers and experts who are not residents of the United States, in original actions or in
actions for enforcement of judgments of courts of the United States, of liabilities predicated solely upon U.S. federal or state securities laws.
Conversely, some of our directors and officers reside outside Canada and some of our assets are also located outside Canada. Therefore, it may not be
possible for you to enforce in Canada against our assets or those directors and officers residing outside Canada, judgments obtained in Canadian courts
based upon the civil liability provisions of the Canadian securities laws or other laws of Canada.
We may have a contingent liability arising out of electronic communications inadvertently made available to potential investors. These disclosures may
constitute violations of Section 5 of the Securities Act.
In July 2020, following the filing of Amendment No. 2 to our Registration Statement on Form S-1 with the SEC, a third party vendor inadvertently
distributed, without our consent, an email to addresses that had registered via our website to receive periodic corporate updates (the “Vendor Emails”). The
Vendor Emails provided hyperlinks to our website and to our SEC filings, including to our Registration Statement. The Vendor Emails and the material
available through the embedded hyperlinks did not contain any non-public information. The hyperlinks included in the Vendor Emails were severed as
promptly as possible.
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As a publicly traded company in Canada, we maintain a standard corporate presentation on our website. We intended to use an updated version of such
presentation in connection with the public offering. The only difference between the updated version of the presentation that we intended to post on our
website and the potential investor version of the presentation is that the potential investor version included in the disclaimers section, a reference to the
filing of our draft, non-confidential Registration Statement. In July 2020, we discovered that we had inadvertently posted the potential investor version of
our standard corporate presentation to our website (the “July Presentation”). Promptly after becoming aware of the error, the incorrect corporate
presentation was removed from our website and replaced with the correct version that did not include any reference to our Registration Statement. The
incorrect version of the presentation was viewed on our website by limited number of unique viewers.
Any disclosure in the Vendor Emails or the July Presentation that did not comply with, or that exceeded the scope permissible under, Rule 134 under the
Securities Act, may not be entitled to the “safe-harbor” provided by Rule 134. As a result, either the Vendor Emails or the July Presentation could be
determined not to be in compliance for a registered securities offering under Section 5 of the Securities Act. If the communications in the Vendor Emails or
the July Presentation are determined by a court to be a violation by us of the Securities Act, the recipients of the email messages, including someone who
may have been forwarded the emails, if any, who purchased our common shares in the public offering may have a rescission right, to require us to
repurchase those shares at their original purchase price with interest or a claim for damages if the purchaser no longer owns the securities, for one year
following the date of the violation. We could also incur considerable expense if contesting any such claims. Such payments and expenses, if required, could
significantly reduce the amount of working capital we have available for our operations and business plan, delay or prevent us from completing our plan of
operation, or force us to raise additional funding sooner than expected, which funding might not be available or available on favorable terms. Consequently,
due to the Vendor Emails or the July Presentation, we may have a contingent liability arising out of this possible violation of the Securities Act. The
likelihood and magnitude of this contingent liability, if any, is presently impossible to quantify. In addition, if either the Vendor Emails or the July
Presentation is deemed to be a violation of Section 5 of the Securities Act, in addition to the potential contingent liability referenced above, the SEC and
relevant state regulators could impose monetary fines or other sanctions as provided under relevant federal and state securities laws. Additionally, the value
of our common shares could decline in the event that we are deemed to have liability or are required to make payments or pay expenses in connection with
the potential claims described above.
Risks Related to our Financial Position and Capital Needs
We have incurred significant losses since our inception and anticipate that we will continue to incur losses in the future.
Since our inception as a pharmaceutical company in October 2014, we have devoted substantially all of our resources to the development of our proprietary
Product Candidates. We have generated significant operating losses since our inception with an accumulated deficit to September 30, 2020 of
approximately $66.2 million. Our comprehensive losses for the three months ended September 30, 2020 and 2019 were approximately $1.6 million and
$2.8 million, respectively. Substantially all of our losses have resulted from expenses incurred in connection with our research and development programs
and from general and administrative costs associated with our operations.
We expect to continue to incur significant expenses and operating losses for the foreseeable future. We anticipate these losses will increase as we continue
the research and development of, and clinical trials for, our Product Candidates. In addition to budgeted expenses, we may encounter unforeseen expenses,
difficulties, complications, delays and other unknown factors that may adversely affect our business. If our Product Candidates fail in preclinical or clinical
trials, or do not gain regulatory approval, or even if approved, fail to achieve market acceptance, we may never become profitable. Even if we achieve
profitability in the future, we may not be able to sustain profitability in subsequent periods.
Due to our limited operating history and history of losses, any predictions about our future success, performance or viability may not be accurate.
We will require additional capital to fund our operations and if we fail to obtain necessary financing, we will not be able to complete the development
and commercialization of our Product Candidates.
Our operations have consumed substantial amounts of cash since inception. We expect to continue to spend substantial and increasing amounts to conduct
further research and development, preclinical testing and clinical trials of our Product Candidates, to seek regulatory approvals and reimbursement for our
Product Candidates and to launch and commercialize any Product Candidates for which we receive regulatory approval.
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As at September 30, 2020, we had approximately $4.5 million in cash, cash equivalents and short-term investments, which, together with the net proceeds
from the Public Offering, we currently estimate funds our base operations until approximately into the second quarter of fiscal 2022. Our ability to develop
our research and development programs beyond this point is subject to accessing additional capital, including through the sale of equity, partnership
revenues, and out-licensing activities. There is no assurance that we will be successful in these efforts.
The progress of our Product Candidates for both current and prospective target indication(s) is uncertain because it is difficult to predict our spending for
our Product Candidates up to the time that we seek FDA approval due to numerous factors, including, without limitation, the rate of progress of clinical
trials, the results of preclinical studies and clinical trials for such indication, the costs and timing of seeking and obtaining FDA and other regulatory
approvals for clinical trials and FDA guidance regarding clinical trials for such indication. Moreover, changing circumstances may cause us to expend cash
significantly faster than we currently anticipate, and we may need to spend more cash than currently expected because of circumstances beyond our control.
For these reasons, we are unable to state unequivocally the actual funds we will require for development and any approved marketing and
commercialization activities. Our future funding requirements, both near and long-term, will depend on many factors, including, but not limited to:
●

the initiation, progress, timing, costs and results of preclinical studies and clinical trials for our Product Candidates;

●

any change in the clinical development plans or target indications for these Product Candidates;

●

the number and characteristics of Product Candidates that we develop or may in-license;

●

the terms of any collaboration agreements we may choose to execute;

●

the outcome, timing and cost of meeting regulatory requirements established by the Drug Enforcement Administration, or “DEA”, the FDA, the
European Medicines Agency, or “EMA”, Health Canada, or “HC”, or other comparable foreign regulatory authorities;

●

the cost of filing, prosecuting, defending and enforcing our patent claims and other intellectual property rights;

●

the cost of defending intellectual property disputes, including patent infringement actions brought by third parties against us;

●

the effect of competing product and market developments;

●

the costs and timing of the implementation of commercial scale manufacturing activities; and

●

the cost of establishing, or outsourcing, sales, marketing and distribution capabilities for any Product Candidates for which we may receive
regulatory approval in regions where we choose to commercialize our products on our own.

We cannot be certain that additional funding will be available on acceptable terms, or at all. If we are unable to raise additional capital in sufficient amounts
or on terms acceptable to us, we may have to significantly delay, scale back or discontinue the development or commercialization of one or more of our
Product Candidates or one or more of our other research and development initiatives.
Any doubt about our ability to continue as a going concern may materially and adversely affect the price of our common shares, and it may be more
difficult for us to obtain financing. Any doubt about our ability to continue as a going concern may also adversely affect our relationships with current and
future collaborators, contract manufacturers and investors, who may become concerned about our ability to meet our ongoing financial obligations. If
potential collaborators decline to do business with us or potential investors decline to participate in any future financings due to such concerns, our ability
to increase our financial resources may be limited. We have prepared our financial statements on a going concern basis, which assumes that we will be able
to meet our commitments, realize our assets and discharge our liabilities in the normal course of business. Our condensed consolidated interim financial
statements do not include any adjustment to reflect the possible future effects on the recoverability and classification of assets or the amounts and
classification of liabilities that may result from the outcome of this uncertainty.
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We currently have no commercial revenue and may never become profitable.
To date, the only revenue we have generated has been from the receipt of research grants and interest income on cash, cash equivalents and short-term
investments. Our ability to generate revenue and become profitable depends upon our ability to obtain regulatory approval for, and successfully
commercialize, our Product Candidates that we may develop, in-license or acquire in the future.
Even if we are able to successfully achieve regulatory approval for these Product Candidates, we do not know what the reimbursement status of our
Product Candidates will be or when any of these products will generate revenue for us, if at all. We have not generated, and do not expect to generate, any
product revenue for the foreseeable future, and we expect to continue to incur significant operating losses for the foreseeable future due to the cost of
research and development, preclinical studies and clinical trials and the regulatory approval process for our Product Candidates. The amount of future
losses is uncertain and will depend, in part, on the rate of growth of our expenses.
Our ability to generate revenue and become profitable depends upon a number of additional factors, including our ability to:
●

successfully complete development activities, including the remaining preclinical studies and ongoing and planned clinical trials for our Product
Candidates;

●

in-license or acquire in the future, Product Candidates and other potential lines of business that we may develop;

●

complete and submit NDAs to the FDA and Marketing Authorization Applications, or “MAAs”, to the EMA, and obtain regulatory approval for
indications for which there is a commercial market;

●

complete and submit applications to, and obtain regulatory approval from, other foreign regulatory authorities;

●

manufacture any approved products in commercial quantities and on commercially reasonable terms;

●

develop a commercial organization, or find suitable partners, to market, sell and distribute approved products in the markets in which we have
retained commercialization rights;

●

achieve acceptance among patients, clinicians and advocacy groups for any products we develop;

●

obtain coverage and adequate reimbursement from third parties, including government payors; and

●

set a commercially viable price for any products for which we may receive approval.

We are unable to predict the timing or amount of increased expenses, or when or if we will be able to achieve or maintain profitability. Even if we are able
to complete the processes described above, we anticipate incurring significant costs associated with commercializing our Product Candidates.
Changes in tax laws and unanticipated tax liabilities could adversely affect our effective income tax rate and ability to achieve profitability.
We are subject to income taxes in Canada. As our operations expand, we may become subject to income tax in jurisdictions outside of Canada. Our
effective income tax rate in the future could be adversely affected by a number of factors including changes in the mix of earnings (losses) in countries with
differing statutory tax rates, changes in the valuation of deferred tax assets and liabilities and changes in tax laws. We regularly assess all of these matters to
determine the adequacy of our tax provision which is subject to discretion. If our assessments are incorrect, it could have an adverse effect on our business
and financial condition. There can be no assurance that income tax laws and administrative policies with respect to the income tax consequences generally
applicable to us or to our subsidiaries will not be changed in a manner which adversely affects our shareholders.
Our ability to use our net operating loss carryforwards and other tax attributes may be limited.
As of our last fiscal year end, we had non-capital loss, or “NOL”, carry-forwards of approximately $36.4 million available to offset future taxable income
in Canada. These NOL carry-forwards begin to expire in 2026.
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Our NOL carryforwards could expire unused and be unavailable to offset future income tax liabilities. Under provisions in the Canadian Income Tax Act,
and corresponding provisions of Canadian provincial law, if a corporation undergoes an “ownership change,” generally defined as a greater than 50%
change, by value, the corporation’s ability to use its pre-change Canadian NOLs and other pre-change tax attributes, such as research and development tax
credits, to offset its post-change income may be limited. Specifically, NOLs from a business before the change of control may be carried forward to
taxation years after the change of control, but only if the same business is carried forward on after the change in control with a reasonable expectation of
profit, and only to offset income from that business or a similar business. We have not performed any analyses under the applicable provisions in the
Canadian Income Tax Act and cannot forecast or otherwise determine our ability to derive benefit from our various federal or provincial tax attribute
carryforwards. As a result, if we earn net taxable income, our ability to use our pre-change NOL carryforwards to offset Canadian federal taxable income
may be subject to limitations, which could potentially result in increased future tax liability to us. In addition, at the provincial level, there may be periods
during which the use of NOLs is suspended or otherwise limited, which could accelerate or permanently increase provincial taxes owed.
In addition, we may experience ownership changes in the future as a result of subsequent shifts in our share ownership, including in any future offerings,
some of which may be outside of our control. If we determine that an ownership change has occurred and our ability to use our NOL carryforwards is
materially limited, it would harm our future operating results by effectively increasing our future tax obligations.
Changes to accounting standards may adversely impact the manner in which we report our financial position and operating results.
There are ongoing projects conducted by the Financial Accounting Standards Board in the United States that are expected to result in new pronouncements
that continue to evolve, which could adversely impact the manner in which we report our financial position and operating results.
Risks Related to our Business and Industry
Our IntegraSynTM manufacturing approach may prove unsuccessful in achieving yields and/or cost levels required to be economically competitive
with alternative methods of manufacturing.
Given the early stage of development of the IntegraSynTM program and the risks inherent in research and development, it is too early to project the
commercial viability of cannabinoids produced via this process. Potential negative outcomes from this program include but are not limited to:
●

the technology fails to produce sufficient quantities of cannabinoids or ones for which we or others have a need; or

●

the cost structure of the technology is such that it is not commercially competitive with alternate methods of cannabinoid manufacturing leading to
the technology having no value proposition nor incremental value to the Company.

Our prospects depend on the success of our Product Candidates which are at early stages of development with a statistically high probability of failure.
Given the early stage of development, we can make no assurance that our research and development programs will result in regulatory approval or
commercially viable products. To achieve profitable operations, we, alone or with others, must successfully develop, gain regulatory approval, and market
our future products. We currently have no products that have been approved by the FDA, HC, or any similar regulatory authority. To obtain regulatory
approvals for our Product Candidates being developed and to achieve commercial success, clinical trials must demonstrate that the Product Candidates are
safe for human use and that they demonstrate efficacy. We have no products or technologies which are currently in human clinical trials. Additionally, we
have no products for commercial sale or licensed for commercial sale, nor do we expect to have any such products for the next several years.
Many potential pharmaceuticals products never reach the stage of clinical testing and even those that do have only a small chance of successfully
completing clinical development and gaining regulatory approval. Our Product Candidates may fail for a number of reasons, including, but not limited to,
being unsafe for human use or due to the failure to provide therapeutic benefits equal to or better than the standard of treatment at the time of testing.
Positive results of early preclinical research may not be indicative of the results that will be obtained in later stages of preclinical or clinical research.
Similarly, positive results from early stage clinical trials may not be indicative of favorable outcomes in later-stage clinical trials. We can make no
assurance that any future studies, if undertaken, will yield favorable results.
The early stage of our product development makes it particularly uncertain whether any of our product development efforts will prove to be successful and
meet applicable regulatory requirements, and whether any of our Product Candidates will receive the requisite regulatory approvals, be capable of being
manufactured at a reasonable cost or be successfully marketed. If we are successful in developing our current and future Product Candidates into approved
products, we will still experience many potential obstacles, such as the need to develop or obtain manufacturing, marketing and distribution capabilities. If
we are unable to successfully commercialize any of our products, our financial condition and results of operations may be materially and adversely
affected.
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Even if our Product Candidates advance through preclinical studies and clinical trials, we may experience difficulties in managing our growth and
expanding our operations.
We have limited resources to carry out objectives for our current and future preclinical studies and clinical trials. Since our inception as a pharmaceutical
company in October 2014, we have conducted numerous preclinical experiments and are currently conducting early stage clinical trials, which is a timeconsuming, expensive and uncertain process. In addition, while we have experienced management and expect to contract out many of the activities related
to conducting these programs, we are a small company with less than 20 employees and therefore have limited internal resources both to conduct
preclinical studies and clinical trials and to monitor third-party providers. As our Product Candidates advance through preclinical studies and clinical trials,
we will need to expand our development, regulatory and manufacturing operations, either by expanding our internal capabilities or contracting with other
organizations to provide these capabilities for us. In the future, we expect to have to manage additional relationships with collaborators or partners,
suppliers and other organizations. Our ability to manage our operations and future growth will require us to continue to improve our operational, financial
and management controls, reporting systems and procedures.
If we have difficulty enrolling patients in clinical trials, the completion of the trials may be delayed or cancelled.
As our Product Candidates advance from preclinical testing to clinical testing, and then through progressively larger and more complex clinical trials, we
will need to enroll an increasing number of patients that meet the eligibility criteria for those trials. The factors that affect our ability to enroll patients are
largely uncontrollable and include, but are not limited to, the following:
●

size and nature of the patient population;

●

inclusion and exclusion criteria for the trial;

●

design of the study protocol;

●

competition with other companies for clinical sites or patients;

●

the perceived risks and benefits of the product candidate under study;

●

the patient referral practices of physicians; and

●

the number, availability, location and accessibility of clinical trial sites.

As a result of the foregoing factors, we may have difficulty enrolling or maintaining the enrollment of patients in any clinical trials conducted for our
products, which may result in the delay or cancellation of such trials. The delay or cancellation of any clinical trials could shorten any periods during which
we may have the exclusive right to commercialize our Product Candidates or allow our competitors to bring products to market before us, which would
impair our ability to successfully commercialize our Product Candidates and may harm our financial condition, results of operations and prospects.
If clinical trials of our Product Candidates fail to demonstrate safety and efficacy to the satisfaction of regulatory authorities or do not otherwise
produce positive results, we would incur additional costs or experience delays in completing, or ultimately be unable to complete, the development and
commercialization of our Product Candidates.
Before obtaining marketing approval from regulatory authorities for the sale of our Product Candidates, we must conduct preclinical studies in animals and
extensive clinical trials in humans to demonstrate the safety and efficacy of the Product Candidates. Clinical testing is expensive and difficult to design and
implement, can take many years to complete and has uncertain outcomes. The outcome of preclinical studies and early clinical trials may not predict the
success of later clinical trials and interim results of a clinical trial do not necessarily predict final results. A number of companies in the pharmaceutical and
biotechnology industries have suffered significant setbacks in advanced clinical trials due to lack of efficacy or unacceptable safety profiles,
notwithstanding promising results in earlier trials. We do not know whether the clinical trials we may conduct will demonstrate adequate efficacy and
safety to result in regulatory approval to market any of our Product Candidates in any jurisdiction. A product candidate may fail for safety or efficacy
reasons at any stage of the testing process. A major risk we face is the possibility that none of our Product Candidates under development will successfully
gain market approval from the FDA or other regulatory authorities, resulting in us being unable to derive any commercial revenue from them after
investing significant amounts of capital in multiple stages of preclinical and clinical testing.
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If we experience delays in clinical testing, we will be delayed in commercializing our Product Candidates, and our business may be substantially
harmed.
We cannot predict whether any clinical trials will begin as planned, will need to be restructured, or will be completed on schedule, or at all. Our product
development costs will increase if we experience delays in clinical testing. Significant clinical trial delays could shorten any periods during which we may
have the exclusive right to commercialize our Product Candidates or allow our competitors to bring products to market before us, which would impair our
ability to successfully commercialize our Product Candidates and may harm our financial condition, results of operations and prospects. The
commencement and completion of clinical trials for our products may be delayed for a number of reasons, including delays related, but not limited, to:
●

failure by regulatory authorities to grant permission to proceed or placing the clinical trial on hold;

●

import/export and research restrictions for cannabinoid-based pharmaceuticals may delay or prevent clinical trials in various geographical
jurisdictions;

●

patients failing to enroll or remain in our trials at the rate we expect;

●

suspension or termination of clinical trials by regulators for many reasons, including concerns about patient safety or failure of our contract
manufacturers to comply with current good manufacturing practice, or “cGMP”, requirements;

●

any changes to our manufacturing process that may be necessary or desired;

●

delays or failure to obtain clinical supply from contract manufacturers of our products necessary to conduct clinical trials;

●

Product Candidates demonstrating a lack of safety or efficacy during clinical trials;

●

patients choosing an alternative treatment for the indications for which we are developing any of our Product Candidates or participating in
competing clinical trials and/or scheduling conflicts with participating clinicians;

●

patients failing to complete clinical trials due to dissatisfaction with the treatment, side effects or other reasons;

●

reports of clinical testing on similar technologies and products raising safety and/or efficacy concerns;

●

clinical investigators not performing our clinical trials on their anticipated schedule, dropping out of a trial, or employing methods not consistent
with the clinical trial protocol, regulatory requirements or other third parties not performing data collection and analysis in a timely or accurate
manner;

●

failure of our CROs, to satisfy their contractual duties or meet expected deadlines;

●

inspections of clinical trial sites by regulatory authorities or Institutional Review Boards, or “IRBs”, or ethics committees finding regulatory
violations that require us to undertake corrective action, resulting in suspension or termination of one or more sites or the imposition of a clinical
hold on the entire study;

●

one or more IRBs or ethics committees rejecting, suspending or terminating the study at an investigational site, precluding enrollment of
additional subjects, or withdrawing its approval of the trial; or

●

failure to reach agreement on acceptable terms with prospective clinical trial sites.

Our product development costs will increase if we experience delays in testing or approval or if we need to perform more or larger clinical trials than
planned. Additionally, changes in regulatory requirements and policies may occur, and we may need to amend study protocols to reflect these changes.
Amendments may require us to resubmit our study protocols to regulatory authorities or IRBs or ethics committees for re-examination, which may impact
the cost, timing or successful completion of that trial. Delays or increased product development costs may have a material adverse effect on our business,
financial condition and prospects.
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Negative results from clinical trials or studies of others and adverse safety events involving the targets of our products may have an adverse impact on
our future commercialization efforts.
From time to time, studies or clinical trials on various aspects of pharmaceutical products are conducted by academic researchers, competitors or others.
The results of these studies or trials, when published, may have a significant effect on the market for the pharmaceutical product that is the subject of the
study. The publication of negative results of studies or clinical trials or adverse safety events related to our Product Candidates, or the therapeutic areas in
which our Product Candidates compete, could adversely affect the price of our common shares and our ability to finance future development of our Product
Candidates, and our business and financial results could be materially and adversely affected.
We intend to expend our limited resources to pursue our Product Candidates for certain indications and may fail to capitalize on other Product
Candidates or other indications for our Product Candidates that may be more profitable or for which there is a greater likelihood of success.
Because we have limited financial and managerial resources, we are focusing on research programs relating to our Product Candidates for certain
indications, primarily for the treatment of EB, which concentrates the risk of product failure in the event our Product Candidates prove to be unsafe or
ineffective or inadequate for clinical development or commercialization. As a result, we may forego or delay pursuit of opportunities with other Product
Candidates or for other indications that could later prove to have greater commercial potential. We may also deem it advisable to refocus our clinical
development programs based on clinical trial results.
The regulatory approval processes of the FDA, HC, the EMA and other comparable foreign regulatory authorities are lengthy, time-consuming and
inherently unpredictable, and if we are ultimately unable to obtain regulatory approval for our Product Candidates, our business will be substantially
harmed.
We are not permitted to market our Product Candidates in any jurisdiction until we receive formal approval from the appropriate regulatory authorities. For
example, prior to submitting an NDA to the FDA or an MAA to the EMA for approval of our Product Candidates, we will need to complete our preclinical
studies and clinical trials. Successfully completing our clinical program and obtaining approval of an application seeking commercialization approval is a
complex, lengthy, expensive and uncertain process, and the regulatory authorities may delay, limit or deny approval of our Product Candidates for many
reasons, including, among others, because:
●

we may not be able to demonstrate that our Product Candidates are safe and effective in treating patients to the satisfaction of the regulatory
authorities such as the FDA, HC or EMA;

●

the results of our clinical trials may not meet the level of statistical or clinical significance required by the regulatory authorities for marketing
approval;

●

the regulatory authorities may disagree with the number, design, size, conduct or implementation of our clinical trials;

●

the regulatory authorities may require that we conduct additional clinical trials;

●

the regulatory authorities or other applicable foreign regulatory authorities may not approve the formulation, labeling or specifications of our
Product Candidates;

●

the contract manufacturing organizations and other contractors that we may retain to conduct our clinical trials may take actions outside of our
control that materially adversely impact our clinical trials;

●

the regulatory authorities may find the data from clinical studies and clinical trials insufficient to demonstrate that our Product Candidates are safe
and effective for their proposed indications;

●

the regulatory authorities may disagree with our interpretation of data from our preclinical studies and clinical trials;

●

the regulatory authorities may not accept data generated at our clinical trial sites or may disagree with us over whether to accept efficacy results
from clinical trial sites outside the United States, Canada or outside the European Union, as applicable, where the standard of care is potentially
different from that in the United States, Canada or in the European Union, as applicable;

●

if our applications are submitted to the regulatory authorities, the regulatory authorities may have difficulties scheduling the necessary review
meetings in a timely manner, may recommend against approval of our application or may recommend or require, as a condition of approval,
additional preclinical studies or clinical trials, limitations on approved labeling or distribution and use restrictions;
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●

the FDA may require development of a Risk Evaluation and Mitigation Strategy which would use risk minimization strategies to ensure that the
benefits of certain prescription drugs outweigh their risks, as a condition of approval or post-approval, and the EMA may grant only conditional
marketing authorization or impose specific obligations as a condition for marketing authorization, or may require us to conduct post-authorization
safety studies;

●

the FDA, DEA, HC, EMA or other applicable foreign regulatory agencies may not approve the manufacturing processes or facilities of third-party
manufacturers with which we contract or DEA or other applicable foreign regulatory agency quotas may limit the quantities of controlled
substances available to our manufacturers; or

●

the FDA, HC, EMA or other applicable foreign regulatory agencies may change their approval policies or adopt new regulations.

In the United States, our activities are potentially subject to additional regulation by various federal, state and local authorities in addition to the FDA,
including, among others, the Centers for Medicare and Medicaid Services, other divisions of the United States Department of Health and Human Services,
or “HHS”, (for example, the Office of Inspector General), the Department of Justice, or “DOJ”, and individual United States Attorney offices within the
DOJ, and state and local governments. Because of the breadth of these laws and the narrowness of available statutory and regulatory exemptions, it is
possible that some of our business activities could be subject to challenge under one or more of such laws. If our operations are found to be in violation of
any of the federal and state laws described above or any other governmental regulations that apply to us, we may be subject to penalties, including criminal
and significant civil monetary penalties, damages, fines, imprisonment, exclusion from participation in government programs, injunctions, recall or seizure
of products, total or partial suspension of production, denial or withdrawal of pre marketing product approvals, private “qui tam” actions brought by
individual whistleblowers in the name of the government or refusal to allow us to enter into supply contracts, including government contracts, and the
curtailment or restructuring of our operations, any of which could adversely affect our ability to operate our business and our results of operations. To the
extent that any of our products are sold in a foreign country, we may be subject to similar foreign laws and regulations, which may include, for instance,
applicable post-marketing requirements, including safety surveillance, anti-fraud and abuse laws, and implementation of corporate compliance programs
and reporting of payments or transfers of value to healthcare professionals.
Any of these factors, many of which are beyond our control, could increase development costs, jeopardize our ability to obtain regulatory approval for and
successfully market our Product Candidates and generate product revenue.
We intend to conduct clinical trials for our Product Candidates in several international jurisdictions, and acceptance by all regulatory authorities for
such “international” data is not certain.
We intend to conduct clinical trials for our Product Candidates both inside and outside the United States. To date, all of our clinical development has been
conducted outside of the United States. Ultimately, we plan to submit NDAs for our Product Candidates to the FDA and other regulatory authorities upon
completion of all requisite clinical trials. As an example, although the FDA may accept data from clinical trials conducted outside the United States,
acceptance of such study data by the FDA is subject to certain conditions. For example, the clinical trial must be conducted in accordance with FDA
regulations relating governing human subject protection and the conduct of clinical trials, which are referred to as “Good Clinical Practice”, or “GCP”
requirements and the FDA must be able to validate the data from the clinical trial through an onsite inspection if it deems such inspection necessary. Where
data from foreign clinical trials are intended to serve as the sole basis for marketing approval in the United States, the FDA will not approve the application
on the basis of foreign data alone unless those data are considered applicable to the U.S. patient population and U.S. medical practice, the clinical trials
were performed by clinical investigators of recognized competence, and the data is considered valid without the need for an on-site inspection by the FDA
or, if the FDA considers such an inspection to be necessary, the FDA is able to validate the data through an on-site inspection or other appropriate means.
In addition, such clinical trials would be subject to the applicable local laws of the foreign jurisdictions where the clinical trials are conducted. There can be
no assurance the FDA or any other regulatory authorities will accept data from clinical trials conducted outside of the United States or other international
jurisdiction. If the FDA or any other regulatory authorities does not accept any such data, it would likely result in the need for additional clinical trials,
which would be costly and time-consuming and delay aspects of our development plan.
In addition, the conduct of clinical trials outside the United States could have a significant impact on us. Risks inherent in conducting international clinical
trials include:
●

foreign regulatory requirements that could burden or limit our ability to conduct our clinical trials;

●

administrative burdens of conducting clinical trials under multiple foreign regulatory schema;

●

foreign currency fluctuations which could negatively impact our financial condition since certain payments are paid in local currencies;
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●

manufacturing, customs, shipment and storage requirements;

●

cultural differences in medical practice and clinical research; and

●

diminished protection of intellectual property in some countries.

Our Product Candidates contain compounds that may be classified as “controlled substances”, the use of which may generate public controversy and
restrict their development or commercialization.
If a drug has a potential for abuse, the NDA or other regulatory submission must include a description and analysis of studies or information related to
abuse of the drug, including a proposal for scheduling (for example, in the U.S. under the federal Controlled Substances Act, or “CSA”). A description of
any studies related to overdosage is also required, including information on dialysis, antidotes, or other treatments, if known. While we believe there would
be relatively minimal abuse potential with our Product Candidates given the low drug concentration and topical route of administration, we could be wrong
or they may be perceived as having the potential for substance abuse. In either case, there may be a negative effect on our ability to successfully develop or
commercialize our Product Candidates. Since our Product Candidates contain purified substances that are chemically identical to those occurring in nature,
they may, therefore, be classified as “controlled substances”, and their regulatory approval may generate public controversy. Political and social pressures
and adverse publicity could lead to delays in approval of, and increased expenses for, our Product Candidates. These pressures could also limit or restrict
the introduction and marketing of our Product Candidates. Adverse publicity from Cannabis misuse or adverse side effects from Cannabis or other
cannabinoid products may adversely affect the commercial success or market penetration achievable for our Product Candidates. The nature of our business
attracts a high level of public and media interest, and in the event of any resultant adverse publicity, our reputation may be harmed. Furthermore, if our
Product Candidates are classified as “controlled substances”, they may be subject to import/export and research restrictions that could delay or prevent the
development of our products in various geographical jurisdictions. The successful commercialization of our Product Candidates may require permits or
approvals from regulatory bodies, such as the DEA, that regulate controlled substances.
Research restrictions, product shipment delays or prohibitions could have a material adverse effect on our business, results of operations and financial
condition.
Research on and the shipment, import and export of our Product Candidates and the API used in our Product Candidates will require research permits,
import and export licenses by many different authorities. For instance, in the United States, the FDA, U.S. Customs and Border Protection, and the DEA; in
Canada, the Canada Border Services Agency, and HC; in Europe, the EMA and the European Commission; in Australia and New Zealand, the Australian
Customs and Border Protection Service, the Therapeutic Goods Administration, the New Zealand Medicines and Medical Device Safety Authority and the
New Zealand Customs Service; and in other countries, similar regulatory authorities, regulate the research on and import and export of pharmaceutical
products that contain controlled substances. Specifically, the import and export process requires the issuance of import and export licenses by the relevant
controlled substance authority in both the importing and exporting country. We may not be granted, or if granted, maintain, such licenses from the
authorities in certain countries. Even if we obtain the relevant licenses, shipments of API and our Product Candidates may be held up in transit, which
could cause significant delays and may lead to product batches being stored outside required temperature ranges. Inappropriate storage may damage the
product shipment resulting in delays in clinical trials or, upon commercialization, a partial or total loss of revenue from one or more shipments of API or
our Product Candidates. Once shipment is complete, we or the research contractors we are working with may also suffer further delays or restrictions as a
result of regulations governing research on cannabinoids. A delay in a clinical trial or, upon commercialization, a partial or total loss of revenue from one
or more shipments of API or our Product Candidates could have a material adverse effect on our business, results of operations and financial condition. The
aforementioned examples and lists of various authorities that may currently, or in the future, affect our ability to conduct research on or import or export
our Product Candidates and/or API, should not be construed as exhaustive or comprehensive in any way.
Healthcare legislation, including potentially unfavorable pricing regulations or other healthcare reform initiatives, may increase the difficulty and cost
for us to obtain marketing approval of and commercialize our Product Candidates.
Particularly in the United States but also in other jurisdictions, there have been a number of legislative and regulatory changes and proposed changes
regarding the healthcare system that could prevent or delay marketing approval of our Product Candidates, restrict or regulate post-approval activities or
affect our ability to profitably sell any Product Candidates for which we obtain marketing approval. One such regulation is the U.S. federal Patient
Protection and Affordable Care Act (P.L. 111-148), or “PPACA”, also referred to as the “Affordable Care Act” or “ACA”, was signed March 23, 2010, as
amended by the Health Care and Education Reconciliation Act, signed March 31, 2010. The act contains many provisions, with various effective dates.
Provisions included in the ACA are intended to expand access to insurance, increase consumer protections, emphasize prevention and wellness, improve
quality and system performance, expand the health workforce, and curb rising health care costs. The ACA aims to extend health insurance coverage to
about 32 million uninsured Americans by expanding both private and public insurance.
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We expect that the Affordable Care Act, as well as other healthcare reform measures that have been and may be adopted in the future, may result in more
rigorous coverage criteria, new payment methodologies and in additional downward pressure on the price that we receive for any approved product, and
could seriously harm our future revenue. Any reduction in reimbursement from Medicare or other government programs may result in a similar reduction
in payments from private payors. The implementation of cost containment measures or other healthcare reforms may compromise our ability to generate
revenue, attain profitability or commercialize our products.
Increased scrutiny on drug pricing or changes in pricing regulations could restrict the amount that we are able to charge for our Product Candidates,
which could adversely affect our revenue and results of operations.
Drug pricing by pharmaceutical companies is currently under increased scrutiny and is expected to continue to be the subject of intense political and public
debate in the United States and other jurisdictions. Specifically, there have been several recent U.S. Congressional inquiries and hearings with respect to
pharmaceutical drug pricing practices, including in connection with the investigation of specific price increases by several pharmaceutical companies.
Additionally, several states have recently passed laws designed to, among other things, bring more transparency to drug pricing, and other states may
pursue similar initiatives in the future. We cannot predict the extent to which our business may be affected by these or other potential future legislative or
regulatory developments. However, increased scrutiny on drug pricing, negative publicity related to the pricing of pharmaceutical drugs generally, or
changes in pricing regulations could restrict the amount that we are able to charge for our Product Candidates, which could have a material adverse effect
on our revenue and results of operations.
Even if we are able to commercialize our Product Candidates, they may not receive coverage and adequate reimbursement from third-party payors,
which could harm our business.
The availability of reimbursement by governmental and private payors is essential for most patients to be able to afford their treatments. Sales of our
Product Candidates, if approved, will depend substantially on the extent to which the costs of these Product Candidates will be paid by health maintenance,
managed care, pharmacy benefit and similar healthcare management organizations, or reimbursed by government health administration authorities, private
health coverage insurers and other third-party payors. If reimbursement is not available, or is available only to limited levels, we may not be able to
successfully commercialize our Product Candidates. Even if coverage is provided, the approved reimbursement amount may not be high enough to allow us
to establish or maintain pricing sufficient to realize a sufficient return on our investment.
In the United States, the Medicare Modernization Act, established the Medicare Part D program and provided authority for limiting the number of drugs
that will be covered in any therapeutic class thereunder. The Medicare Modernization Act, including its cost reduction initiatives, could decrease the
coverage available for any of our approved products. Furthermore, private payors often follow Medicare in setting their own coverage policies. Therefore,
any reduction in coverage that results from the Medicare Modernization Act may result in a similar reduction from private payors.
There is significant uncertainty related to the insurance coverage and reimbursement of newly approved products. In the United States, the principal
decisions about reimbursement for new medicines are typically made by the Centers for Medicare & Medicaid Services, or “CMS”, an agency within the
HHS, as CMS decides whether and to what extent a new medicine will be covered and reimbursed under Medicare. Private payors tend to follow CMS to a
substantial degree.
The intended use of a drug product by a physician can also affect pricing. For example, CMS could initiate a National Coverage Determination
administrative procedure, by which the agency determines which uses of a therapeutic product would and would not be reimbursable under Medicare. This
determination process can be lengthy, thereby creating a long period during which the future reimbursement for a particular product may be uncertain.
Outside the United States, particularly in EU Member States, the pricing of prescription drugs is subject to governmental control. In these countries, pricing
negotiations or the successful completion of Health Technology Assessment, or “HTA”, procedures with governmental authorities can take considerable
time after receipt of marketing authorization for a product. In addition, there can be considerable pressure by governments and other stakeholders on prices
and reimbursement levels, including as part of cost containment measures. Certain countries allow companies to fix their own prices for medicines but
monitor and control company profits. Political, economic and regulatory developments may further complicate pricing negotiations, and pricing
negotiations may continue after reimbursement has been obtained. Reference pricing used by various EU Member States and parallel distribution, or
arbitrage between low-priced and high-priced EU member states, can further reduce net realized prices. In some countries, we or our collaborators may be
required to conduct a clinical trial or other studies that compare the cost-effectiveness of our Product Candidates to other available therapies in order to
obtain or maintain reimbursement or pricing approval. Publication of discounts by third-party payors or authorities may lead to further pressure on the
prices or reimbursement levels within the country of publication and other countries. If reimbursement of any product candidate approved for marketing is
unavailable or limited in scope or amount, or if pricing is set at unsatisfactory levels, our business, financial condition, results of operations or prospects
could be adversely affected.
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Our relationships with customers and third-party payors will be subject to applicable anti-kickback, fraud and abuse, federal exclusion or debarment,
and other healthcare laws and regulations, which could expose us to criminal sanctions, civil penalties, contractual damages, reputational harm and
diminished profits and future earnings.
Healthcare providers, physicians and third-party payors play a primary role in the recommendation and prescription of any Product Candidates for which
we obtain marketing approval. Our future arrangements with third-party payors and customers may expose us to broadly applicable fraud and abuse and
other healthcare laws and regulations that may constrain the business or financial arrangements and relationships through which we market, sell and
distribute our products for which we obtain marketing approval. As a pharmaceutical company, even though we do not and will not control referrals of
healthcare services or bill directly to Medicare, Medicaid or other third-party payors, certain federal and state healthcare laws and regulations pertaining to
fraud and abuse and patients’ rights are and will be applicable to our business. Restrictions under applicable federal and state healthcare laws and
regulations that may affect our ability to operate include the following:
●

the U.S. federal healthcare Anti-Kickback Statute impacts our marketing practices, educational programs, pricing policies and relationships with
healthcare providers or other entities, by prohibiting, among other things, persons from knowingly and willfully soliciting, offering, receiving or
providing remuneration, directly or indirectly, in cash or in kind, to induce or reward, or in return for, either the referral of an individual for, or the
purchase, order or recommendation of, any good or service, for which payment may be made under a federal healthcare program such as Medicare
and Medicaid;

●

federal civil and criminal false claims laws and civil monetary penalty laws impose criminal and civil penalties, including through civil
whistleblower or qui tam actions, against individuals or entities for, among other things, knowingly presenting, or causing to be presented, false or
fraudulent claims for payment of government funds (including through reimbursement by Medicare or Medicaid or other federal health care
programs), which has been applied to impermissible promotion of pharmaceutical products for off-label uses, or making a false statement or
record to avoid, decrease or conceal an obligation to pay money to the federal government;

●

the U.S. Health Insurance Portability and Accountability Act, or “HIPPA”, as amended by the Health Information Technology for Economic and
Clinical Health Act, or “HITECH Act”, among other things, imposes criminal and civil liability for executing a scheme to defraud any healthcare
benefit program and also prohibits knowingly and willfully falsifying, concealing or covering up a material fact or making any materially false,
fictitious or fraudulent statement or representation, or making or using any false writing or document knowing the same to contain any materially
false, fictitious or fraudulent statement or entry in connection with the delivery of or payment for healthcare benefits, items or services;

●

the U.S. federal Physician Payment Sunshine Act, being implemented as the Open Payments Program, requires applicable manufacturers of
covered drugs, devices, biologics and medical supplies to report annually to HHS information related to payments and other transfers of value to
physicians and teaching hospitals, and ownership and investment interests held by physicians and their immediate family members;

●

analogous state laws and regulations, such as state anti-kickback laws, false claims laws and privacy and security of health information laws, may
apply to sales or marketing arrangements, claims involving healthcare items or services reimbursed by non-governmental third-party payors,
including private insurers, or health information; and

●

certain state laws require pharmaceutical companies to adopt codes of conduct consistent with the pharmaceutical industry’s voluntary compliance
guidelines and the relevant compliance guidance promulgated by the federal government; restrict certain marketing-related activities including the
provision of gifts, meals, or other items to certain health care providers; and/or require drug manufacturers to report information related to
payments and other transfers of value to physicians and certain other healthcare providers or marketing expenditures.

Comparable laws and regulations exist in the countries within the European Economic Area, or “EEA”. Although such laws are partially based upon
European Union, or “EU”, law, they may vary from country to country. Healthcare specific, as well as general EU and national laws, regulations and
industry codes constrain, for example, our interactions with government officials and healthcare professionals, and the collection and processing of
personal health data. Non-compliance with any of these laws or regulations could lead to criminal or civil liability.
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Efforts to ensure that our business arrangements with third parties will comply with applicable healthcare laws and regulations will involve substantial
costs. It is possible that governmental authorities will conclude that our business practices may not comply with current or future statutes, regulations or
case law involving applicable fraud and abuse or other healthcare laws and regulations. If our operations are found to be in violation of any of these laws or
any other governmental regulations that may apply to us, we may be subject to significant civil, criminal and administrative penalties, damages, fines,
imprisonment, exclusion from government funded healthcare programs, such as Medicare and Medicaid, and the curtailment or restructuring of our
operations. If any physicians or other healthcare providers or entities with whom we expect to do business are found to not be in compliance with
applicable laws, they may be subject to criminal, civil or administrative sanctions, including exclusions from government funded healthcare programs.
Failure to comply with the U.S. Foreign Corrupt Practices Act, or “FCPA”, the Canadian Corruption of Foreign Public Officials Act, or “CFPOA”,
and other global anti-corruption and anti-bribery laws could subject us to penalties and other adverse consequences
The FCPA and the CFPOA, as well as any other applicable domestic or foreign anti-corruption or anti- bribery laws to which we are or may become subject
generally prohibit corporations and individuals from engaging in certain activities to obtain or retain business or to influence a person working in an official
capacity and requires companies to maintain accurate books and records and internal controls, including at foreign- controlled subsidiaries. It is illegal to
pay, offer to pay or authorize the payment of anything of value to any foreign government official, government staff member, political party or political
candidate in an attempt to obtain or retain business or to otherwise influence a person working in an official capacity.
Compliance with these anti-corruption laws and anti-bribery laws may be expensive and difficult, particularly in countries in which corruption is a
recognized problem. In addition, these laws present particular challenges in the pharmaceutical industry, because, in many countries, hospitals are operated
by the government, and physicians and other hospital employees are considered to be foreign officials. Certain payments by other companies to hospitals in
connection with clinical trials and other work have been deemed to be improper payments to governmental officials and have led to FCPA enforcement
actions.
Our internal control policies and procedures may not protect us from reckless or negligent acts committed by our employees, future distributors, licensees
or agents. We are currently working to get policies and processes in place to monitor compliance with the FCPA and CFPOA. We can make no assurance
that they will not engage in prohibited conduct, and we may be held liable for their acts under applicable anti-corruption and anti-bribery laws.
Noncompliance with these laws could subject us to investigations, sanctions, settlements, prosecution, other enforcement actions, disgorgement of profits,
significant fines, damages, other civil and criminal penalties or injunctions, suspension or debarment from contracting with certain persons, the loss of
export privileges, whistleblower complaints, reputational harm, adverse media coverage, and other collateral consequences. Any investigations, actions or
sanctions or other previously mentioned harm could have a material negative effect on our business, operating results and financial condition.
Recent federal legislation and actions by state and local governments may permit reimportation of drugs from/ to foreign countries where the drugs are
sold at lower prices than in the country of origination, which could materially adversely affect our business and financial condition.
We may face competition for our Product Candidates, if approved, from cheaper generics and/or cannabinoid therapies sourced from foreign countries that
have placed price controls on pharmaceutical products. This is referred to as parallel importation. For instance, the Medicare Modernization Act contains
provisions that may change U.S. importation laws and expand pharmacists’ and wholesalers’ ability to import cheaper versions of an approved drug and
competing products from Canada, where there are government price controls. These changes to U.S. importation laws will not take effect unless and until
the Secretary of HHS certifies that the changes will pose no additional risk to the public’s health and safety and will result in a significant reduction in the
cost of products to consumers. The Secretary of HHS has so far declined to approve a reimportation plan. Proponents of drug reimportation, including
certain state legislatures, may attempt to pass legislation that would directly allow reimportation under certain circumstances. Legislation or regulations
allowing the reimportation of drugs, if enacted, could decrease the price we receive for any products that we may develop, including our Product
Candidates, and adversely affect our future revenues and prospects for profitability.

53

We are dependent upon our key personnel to achieve our business objectives.
We depend on key personnel, the loss of any of whom could harm our business. Our future performance and development will depend to a significant
extent on the efforts and abilities of its executive officers, key employees, and consultants. The loss of the services of one or more of these individuals
could harm our business. Our success will depend largely on our continuing ability to attract, develop and retain skilled employees and consultants in our
business. Because of the specialized scientific and managerial nature of our business, we rely heavily on our ability to attract and retain qualified scientific,
technical and managerial personnel. The competition for qualified personnel in our field is intense. Due to this intense competition, we may be unable to
continue to attract and retain qualified personnel necessary for the development of our business or to recruit suitable replacement personnel. Any delay in
replacing such persons, or an inability to replace them with persons of similar expertise, would have a material adverse effect on our business, financial
condition and results of operations.
Our employees may engage in misconduct or other improper activities, including noncompliance with regulatory standards and requirements, which
could subject us to significant liability and harm our reputation.
We are exposed to the risk of employee fraud or other misconduct. Misconduct by employees could include intentional failures to comply with regulations
of domestic or foreign regulatory authorities. In addition, misconduct by employees could include intentional failures to comply with certain development
standards, to report financial information or data accurately, or to disclose unauthorized activities to us. Employee misconduct could also involve the
improper use of information obtained in the course of clinical trials, which could result in regulatory sanctions and serious harm to our reputation. While
prohibited, it is not always possible to identify and deter employee misconduct, and the precautions we take to detect and prevent this activity may not be
effective in controlling unknown or unmanaged risks or losses or in protecting us from governmental investigations or other actions or lawsuits stemming
from a failure to be in compliance with such laws or regulations. If any such actions are instituted against us, and we are not successful in defending
ourselves or asserting our rights, those actions could have a significant impact on our business and results of operations, including the imposition of
significant fines or other sanctions.
Our insurance may be insufficient to cover losses that may occur as a result of our operations.
We currently maintain directors’ and officers’ liability insurance, clinical trial insurance and property and general liability insurance and intend in the future
to obtain shipping and storage insurance for Product Candidates. This insurance may not remain available to us or be obtainable by us at commercially
reasonable rates, and the amount of our coverage may not be adequate to cover any liability we incur. Future increases in insurance costs, coupled with the
increase in deductibles, will result in higher operating costs and increased risk. If we were to incur substantial liability and such damages were not covered
by insurance or were in excess of policy limits, or if we were to incur such liability at a time when we were not able to obtain liability insurance, our
business, results of operations and financial condition could be materially adversely affected.
There may be changes in laws, regulations and guidelines which are detrimental to our business.
Our operations are subject to a variety of laws, regulations and guidelines relating to pharmacology, cannabinoids and drug delivery, as well as laws and
regulations relating to health and safety, the conduct of operations, and the protection of the environment. While, to the knowledge of our management, we
are currently in compliance with all such laws, changes to such laws, regulations and guidelines due to matters beyond our control may cause adverse
effects to our operations and financial condition. These changes may require us to incur substantial costs associated with legal and compliance fees and
ultimately require us to alter our business plan. In addition, if the governments of Canada or the United States were to enact or amend laws relating to our
industry, it may decrease the size of, or eliminate entirely, the market for our Product Candidates, may introduce significant new competition into the
market and may otherwise potentially materially and adversely affect our business, results of operations and financial condition.
If we do not comply with laws regulating the protection of the environment and health and human safety, our business could be adversely affected.
The research and development that we carry out either directly or through third-parties involves, and may in the future involve, the use of potentially
hazardous materials and chemicals. Our operations may produce hazardous waste products. Although we believe that our safety procedures for handling
and disposing of these materials comply with the standards mandated by local, state and federal laws and regulations, the risk of accidental contamination
or injury from these materials cannot be eliminated. If an accident occurs, we could be held liable for resulting damages, which could be substantial. We are
also subject to numerous environmental, health and workplace safety laws and regulations and fire and building codes. Although we maintain workers’
compensation insurance as prescribed by the Province of British Columbia to cover us for costs and expenses we may incur due to injuries to our
employees, this insurance may not provide adequate coverage against potential liabilities. We do not maintain insurance for environmental liability or toxic
tort claims that may be asserted against us. Additional federal, state and local laws and regulations affecting our operations may be adopted in the future.
We may incur substantial costs to comply with, and substantial fines or penalties if we violate, any of these laws or regulations.
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Our proprietary information, or that of our customers, suppliers and business partners, may be lost or we may suffer security breaches.
In the ordinary course of our business, we may collect and store sensitive data, including intellectual property, data from preclinical studies, clinical trial
data, our proprietary business information and that of our customers, suppliers and business partners, and personally identifiable information of our
customers, clinical trial subjects and employees, in our data centers and on our networks. The secure processing, maintenance and transmission of this
information is critical to our operations. Despite our security measures, our information technology and infrastructure may be vulnerable to attacks by
hackers or breached due to employee error, malfeasance or other disruptions. Although to our knowledge we have not experienced any such material
security breach to date, any such breach could compromise our networks and the information stored there could be accessed, publicly disclosed, lost or
stolen. Any such access, disclosure or other loss of information could result in legal claims or proceedings, liability under laws that protect the privacy of
personal information, regulatory penalties, disrupt our operations, damage to our ability to obtain patent protection for our Product Candidates, damage to
our reputation, and cause a loss of confidence in our products and our ability to conduct clinical trials, which could adversely affect our business and
reputation and lead to delays in gaining regulatory approvals.
We expect to face intense competition, often from companies with greater resources and experience than we have.
The pharmaceutical industry is highly competitive and subject to rapid change. The industry continues to expand and evolve as an increasing number of
competitors and potential competitors enter the market. Many of these competitors and potential competitors have substantially greater financial,
technological, managerial and research and development resources and experience than we have. Some of these competitors and potential competitors have
more experience than we have in the development of pharmaceutical products, including validation procedures and regulatory matters. Other companies
researching in the same disease areas may develop products that are competitive or superior to our Product Candidates. Other companies working in
cannabinoid research may develop products targeting the same diseases that we are focused on that are competitive or superior to our Product Candidates.
In addition, there are non-FDA approved Cannabis/ cannabinoid preparations being made available from companies in the so-called “medical marijuana”
industry, which may be competitive to our products. If we are unable to compete successfully, our commercial opportunities will be reduced and our
business, results of operations and financial conditions may be materially harmed.
If we receive regulatory approvals, we intend to market our Product Candidates in multiple jurisdictions where we have limited or no operating
experience and may be subject to increased business and economic risks that could affect our financial results.
If we receive regulatory approvals, we may plan to market our Product Candidates in jurisdictions where we have limited or no experience in marketing,
developing and distributing our products. Certain markets have substantial legal and regulatory complexities that we may not have experience navigating.
We are subject to a variety of risks inherent in doing business internationally, including risks related to the legal and regulatory environment in non-U.S.
jurisdictions, including with respect to privacy and data security, trade control laws and unexpected changes in laws, regulatory requirements and
enforcement, as well as risks related to fluctuations in currency exchange rates and political, social and economic instability in foreign countries. If we are
unable to manage our international operations successfully, our financial results could be adversely affected.
Controlled substance legislation may differ in other jurisdictions and could restrict our ability to market our products internationally, which would
result in increased business and economic risks that could affect our financial results.
Controlled substance legislation may differ in other jurisdictions and could restrict our ability to market our products internationally. Most countries are
parties to the Single Convention on Narcotic Drugs 1961, which governs international trade and domestic control of narcotic substances, including
Cannabis extracts. Countries may interpret and implement their treaty obligations in a way that creates a legal obstacle to our obtaining marketing approval
for Product Candidates in those countries. These countries may not be willing or able to amend or otherwise modify their laws and regulations to permit
our Product Candidates to be marketed or achieving such amendments to the laws and regulations may take a prolonged period of time. We would be
unable to market our Product Candidates in countries with such obstacles in the near future or perhaps at all without modification to laws and regulations.

55

Product liability lawsuits against us could cause us to incur substantial liabilities.
Our use of our Product Candidates in clinical trials and the sale of our Product Candidates, if approved, exposes us to the risk of product liability claims.
Product liability claims might be brought against us by patients, healthcare providers or others selling or otherwise coming into contact with our Product
Candidates. For example, we may be sued if any product we develop allegedly causes injury or is alleged to be otherwise unsuitable during product testing,
manufacturing, marketing or sale. Any such product liability claims may include allegations of defects in manufacturing, defects in design, a failure to warn
of dangers inherent in the product, including as a result of interactions with alcohol or other drugs, negligence, strict liability, and a breach of warranties.
Claims could also be asserted under local jurisdiction consumer protection acts. If we become subject to product liability claims and cannot successfully
defend ourselves against them, we could incur substantial liabilities. In addition, regardless of merit or eventual outcome, product liability claims may
result in, among other things:
●

withdrawal of patients from our clinical trials;

●

substantial monetary awards to patients or other claimants;

●

decreased demand for our Product Candidates following marketing approval, if obtained;

●

damage to our reputation and exposure to adverse publicity;

●

increased FDA warnings on product labels or increased warnings imposed by the EMA or other regulatory authorities;

●

litigation costs;

●

distraction of management’s attention from our primary business;

●

loss of revenue; and

●

the inability to successfully commercialize our Product Candidates, if approved.

Our current clinical trial liability insurance coverage may not be sufficient to reimburse us for any expenses or losses we may suffer. Moreover, insurance
coverage is becoming increasingly expensive and, in the future, we may not be able to maintain insurance coverage at a reasonable cost or in sufficient
amounts to protect us against losses due to liability. If we obtain marketing approval for our Product Candidates, we intend to expand our insurance
coverage to include the sale of commercial products; however, we may be unable to obtain product liability insurance on commercially reasonable terms or
in adequate amounts. Large judgments have been awarded in class action lawsuits based on drugs that had unanticipated side effects. The cost of any
product liability litigation or other proceedings, even if resolved in our favor, could be substantial, particularly in light of the size of our business and
financial resources. A product liability claim or series of claims brought against us could cause our share price to decline and, if we are unsuccessful in
defending such a claim or claims and the resulting judgments exceed our insurance coverage, our financial condition, results of operations, business and
prospects could be materially adversely affected.
Failure to protect our information technology infrastructure against cyber-based attacks, network security breaches, service interruptions, or data
corruption could significantly disrupt our operations and adversely affect our business and operating results.
We rely on information technology, telephone networks and systems, including the internet, to process and transmit sensitive electronic information and to
manage or support a variety of business processes and activities. We use enterprise information technology systems to record, process and summarize
financial information and results of operations for internal reporting purposes and to comply with regulatory, financial reporting, legal and tax
requirements. Despite the implementation of security measures, our information technology systems, and those of our third-party contractors and
consultants, are vulnerable to a cyber-attack, malicious intrusion, breakdown, destruction, loss of data privacy or other significant disruption. Any such
successful attacks could result in the theft of intellectual property or other misappropriation of assets, or otherwise compromise our confidential or
proprietary information and disrupt our operations. Cyber-attacks are becoming more sophisticated and frequent, and our systems could be the target of
malware and other cyber- attacks. We have invested in our systems and the protection of our data to reduce the risk of an intrusion or interruption, and we
monitor our systems on an ongoing basis for any current or potential threats. Nonetheless, our computer systems are subject to penetration and our data
protection measures may not prevent unauthorized access. We can give no assurances that these measures and efforts will prevent interruptions or
breakdowns. If we are unable to detect or prevent a security breach or cyber-attack or other disruption from occurring, then we could incur losses or
damage to our data, or inappropriate disclosure of our confidential information or that of others; and we could sustain damage to our reputation, suffer
disruptions to our research and development and incur increased operating costs including increased cybersecurity and other insurance premiums, costs to
mitigate any damage caused and protect against future damage, and be exposed to additional regulatory scrutiny or penalties and to civil litigation and
possible financial liability. For instance, the loss of preclinical or clinical data could result in delays in our development and regulatory filing efforts and
significantly increase our costs.
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Our failure to comply with data protection laws and regulations could lead to government enforcement actions and significant penalties against us, and
adversely impact our operating results.
We are subject to various domestic and international data protection laws and regulations (i.e., laws and regulations that address privacy and data security).
The legislative and regulatory landscape for data protection continues to evolve, and in recent years there has been an increasing focus on privacy and data
security issues. Numerous laws, including data breach notification laws, health information privacy laws and consumer protection laws, govern the
collection, use and disclosure of health-related and other personal information. In addition, we may obtain health information from third parties (e.g.,
healthcare providers who prescribe our products) that are subject to privacy and security requirements under HIPAA regulations.
EU Member States, Australia and other countries have also adopted data protection laws and regulations, which impose significant compliance obligations.
For example, the collection and use of personal data in the EU is governed by the provisions of the General Data Protection Regulation, or “GDPR”. The
GDPR and the national implementing legislation of the EU Member States impose strict obligations and restrictions on the ability to collect, analyze and
transfer personal data, including health data from clinical trials and adverse event reporting. In particular, these obligations and restrictions concern the
consent of the individuals to whom the personal data relates, the information provided to the individuals, the rights of individuals to control personal data
and the security and confidentiality of the personal data. In addition, the Australian Privacy Act 1988 (Cth), and other laws in the states and territories in
Australia where we conduct certain of our clinical trials, apply similar restrictions on our ability to collect, analyze and transfer medical records and other
patient data.
A claim or series of claims brought against us alleging a failure to comply with these laws, or changes in the way in which these laws are implemented,
could lead to government enforcement actions and significant penalties against us, and adversely impact our operating results and could cause our share
price to decline and, if we are unsuccessful in defending such a claim or claims and the resulting judgments exceed our insurance coverage, our financial
condition, results of operations, business and prospects could be materially adversely affected.
The COVID-19 coronavirus could adversely impact our business, including several key activities that are critical to our success.
The global outbreak of COVID-19 continues to rapidly evolve. As a result, businesses have closed and limits have been placed on travel. The extent to
which COVID-19 may impact our business will depend on future developments, which are highly uncertain and cannot be predicted with confidence, such
as the ultimate impact of the disease on specific geographies, the duration of the outbreak, travel restrictions and social distancing in the United States,
Canada and other countries, business closures or business disruptions and the effectiveness of actions taken in the United States, Canada and other
countries to contain and treat the disease.
The spread of COVID-19 throughout the world has also created global economic uncertainty, which may cause partners, suppliers and potential customers
to closely monitor their costs and reduce their spending budget. Either of the foregoing could materially adversely affect our research and development
activities, clinical trials, supply chain, financial condition and cash flows.
If the COVID-19 outbreak continues to spread, we may need to limit operations or implement other limitations on our activities. There is a risk that other
countries or regions may be less effective at containing COVID-19, in which case the risks described herein could be elevated significantly.
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Risks Related to our Intellectual Property
Our success is largely dependent upon our patents, proprietary technology, and other intellectual property.
Our success will depend, in part, on our ability to obtain patents, protect our trade secrets and operate without infringing on the proprietary rights of others.
Patents and other proprietary rights are essential to our business. We rely on trade secret, patent, copyright and trademark laws, and confidentiality and
other agreements with employees and third parties, all of which offer only limited protection. Our general policy has been to file patent applications to
protect our inventions and improvements to our inventions that are considered important to the development of our business. In certain cases, we have
chosen to protect our intellectual property by treating it as confidential internal know-how. Our success will depend in part on our ability to obtain patents,
defend patents, maintain internal know-how/trade secret protection and operate without infringing on the proprietary rights of others. Interpretation and
evaluation of pharmaceutical patent claims present complex legal and factual questions. Further, patent protection may not be available for some of the
products or technology we are developing. If we are placed in a position where we must spend significant time and money defending or enforcing our
patents, designing around patents held by others or licensing patents or other proprietary rights held by others, our business, results of operations and
financial condition may be harmed. In seeking to protect our inventions using patents it is important to note that we have no assurance that:
●

patent applications will result in the issuance of patents;

●

additional proprietary products developed will be patentable;

●

patents issued will provide adequate protection or any competitive advantages;

●

patents issued will not be successfully challenged by third parties;

●

commercial exploitation of our inventions does not infringe the patents or intellectual property of others; or

●

we will be able to obtain any extensions of the patent term.

A number of pharmaceutical, biotechnology and medical device companies and research and academic institutions have developed technologies, filed
patent applications or received patents on various technologies that may be related to our business. Some of these technologies, applications or patents
could limit the scope of the patents, if any, that we may be able to obtain. It is also possible that these technologies, applications or patents may preclude us
from obtaining patent protection for our inventions. Further, there may be uncertainty as to whether we may be able to successfully defend any challenge to
our patent portfolio. Moreover, we may have to participate in derivation proceedings, inter partes review proceedings, post-grant review proceedings, or
opposition proceedings in the various jurisdictions around the world. An unfavorable outcome in a derivation proceeding, an inter partes review
proceeding, a post-grant review proceeding, or an opposition proceeding could preclude us or our collaborators or licensees from making, using or selling
products using the technology, or require us to obtain license rights from third parties. It is not known whether any prevailing party would offer a license on
commercially acceptable terms, if at all. Further, any such license could require the expenditure of substantial time and resources and could harm our
business. If such licenses are not available, we could encounter delays or prohibition of the development or introduction of our product. In the case of
intellectual property where we have chosen to protect it by treating it as internal know how, there can be no assurance that others with greater expertise or
access to greater resources do not develop similar or superior technology that impairs the competitive value of our internal know-how.
Obtaining and maintaining our patent protection depends on compliance with various procedural, document submission, fee payment and other
requirements imposed by governmental patent agencies, and our patent protection could be reduced or eliminated for non-compliance with these
requirements.
The U.S. Patent and Trademark Office, or “PTO”, and various foreign national or international patent agencies require compliance with a number of
procedural, documentary, fee payment and other similar provisions during the patent application process. Periodic maintenance fees on any issued patent
are due to be paid to the PTO and various foreign national or international patent agencies in several stages over the lifetime of the patent. While an
inadvertent lapse can in many cases be cured by payment of a late fee or by other means in accordance with the applicable rules, there are situations in
which noncompliance can result in abandonment or lapse of the patent or patent application, resulting in partial or complete loss of patent rights in the
relevant jurisdiction. Non-compliance events that could result in abandonment or lapse of patent rights include, but are not limited to, failure to timely file
national and regional stage patent applications based on our international patent application, failure to respond to official actions within prescribed time
limits, non-payment of fees and failure to properly legalize and submit formal documents. If we fail to maintain the patents and patent applications
covering our Product Candidates, our competitors might be able to enter the market, which would have a material adverse effect on our business.
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We may become subject to claims by third parties asserting that we or our employees have misappropriated their intellectual property or claiming
ownership of what we regard as our own intellectual property.
Our commercial success depends upon our ability to develop, manufacture, market and sell our Product Candidates, and to use our related proprietary
technologies without violating the intellectual property rights of others. We may become party to, or threatened with, future adversarial proceedings or
litigation regarding intellectual property rights with respect to our Product Candidates, including interference or derivation proceedings before the PTO or
other international patent offices. Third parties may assert infringement claims against us based on existing patents or patents that may be granted in the
future. If we are found to infringe a third party’s intellectual property rights, we could be required to obtain a license from such third party to continue
commercializing our Product Candidates. However, we may not be able to obtain any required license on commercially reasonable terms or at all. Under
certain circumstances, we could be forced, including by court order, to cease commercializing the applicable product candidate. In addition, in any such
proceeding or litigation, we could be found liable for monetary damages. A finding of infringement could prevent us from commercializing our Product
Candidates or force us to cease some of our business operations, which could materially harm our business. Any claims by third parties that we have
misappropriated their confidential information or trade secrets could have a similar negative impact on our business.
While our preclinical studies are ongoing, we believe that the use of our Product Candidates in these preclinical studies fall within the scope of the
exemptions provided by 35 U.S.C. Section 271(e) in the United States, which exempts from patent infringement liability activities reasonably related to the
development and submission of information to the FDA. As our Product Candidates progress toward clinical trials and, ultimately, commercialization, the
possibility of a patent infringement claim against us increases. We attempt to ensure that our Product Candidates and the methods we employ to
manufacture them, as well as the methods for their uses we intend to promote, do not infringe other parties’ patents and other proprietary rights. There can
be no assurance they do not, however, and competitors or other parties may assert that we infringe their proprietary rights in any event.
We may become involved in lawsuits to protect or enforce our intellectual property, which could be expensive, time consuming and unsuccessful and
have a material adverse effect on the success of our business.
Competitors may infringe our patents or misappropriate or otherwise violate our intellectual property rights. To counter infringement or unauthorized use,
litigation may be necessary in the future to enforce or defend our intellectual property rights, to protect our trade secrets or to determine the validity and
scope of our own intellectual property rights or the proprietary rights of others. Also, third parties may initiate legal proceedings against us to challenge the
validity or scope of intellectual property rights we own. These proceedings can be expensive and time consuming. Many of our current and potential
competitors have the ability to dedicate substantially greater resources to defend their intellectual property rights than we can. Accordingly, despite our
efforts, we may not be able to prevent third parties from infringing upon or misappropriating our intellectual property. Litigation could result in substantial
costs and diversion of management resources, which could harm our business and financial results. In addition, in an infringement proceeding, a court may
decide that a patent owned by us is invalid or unenforceable or may refuse to stop the other party from using the technology at issue on the grounds that our
patents do not cover the technology in question. An adverse result in any litigation proceeding could put one or more of our patents at risk of being
invalidated, held unenforceable or interpreted narrowly. Furthermore, because of the substantial amount of discovery required in connection with
intellectual property litigation, there is a risk that some of our confidential information could be compromised by disclosure during this type of litigation.
There could also be public announcements of the results of hearings, motions or other interim proceedings or developments. If securities analysts or
investors perceive these results to be negative, it could have a material adverse effect on the price of our common shares.
If we are not able to adequately prevent disclosure of trade secrets and other proprietary information, the value of our technology and products could
be significantly diminished.
We rely on trade secrets to protect our proprietary technologies, especially where we do not believe patent protection is appropriate or obtainable. However,
trade secrets are difficult to protect. We rely in part on confidentiality agreements with our current and former employees, consultants, outside scientific
collaborators, sponsored researchers, contract manufacturers, vendors and other advisors to protect our trade secrets and other proprietary information.
These agreements may not effectively prevent disclosure of confidential information and may not provide an adequate remedy in the event of unauthorized
disclosure of confidential information. In addition, we cannot guarantee that we have executed these agreements with each party that may have or have had
access to our trade secrets. Any party with whom we or they have executed such an agreement may breach that agreement and disclose our proprietary
information, including our trade secrets, and we may not be able to obtain adequate remedies for such breaches.
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Enforcing a claim that a party illegally disclosed or misappropriated a trade secret is difficult, expensive and time-consuming, and the outcome is
unpredictable. In addition, some courts are less willing or unwilling to protect trade secrets. If any of our trade secrets were to be lawfully obtained or
independently developed by a competitor, we would have no right to prevent them, or those to whom they disclose such trade secrets, from using that
technology or information to compete with us. If any of our trade secrets were to be disclosed to or independently developed by a competitor or other thirdparty, our competitive position would be harmed.
We may not be able to protect our intellectual property rights throughout the world.
Filing, prosecuting and defending patents on all of our Product Candidates throughout the world would be prohibitively expensive. Therefore, we have
filed applications and/or obtained patents only in key markets such as the United States, Canada, Japan and Europe. Competitors may use our technologies
in jurisdictions where we have not obtained patent protection to develop their own products and, further, may be able to export otherwise infringing
products to territories where we have patent protection but where enforcement is not as strong as that in the United States. These products may compete
with our products in jurisdictions where we do not have any issued patents and our patent claims or other intellectual property rights may not be effective or
sufficient to prevent them from so competing.
Many companies have encountered significant problems in protecting and defending intellectual property rights in certain foreign jurisdictions. The legal
systems of certain countries, particularly certain developing countries, do not favor the enforcement of patents and other intellectual property protection,
particularly those relating to pharmaceuticals, which could make it difficult for us to stop the infringement of our patents or marketing of competing
products in violation of our proprietary rights generally. For example, an April 2016 report from the Office of the United States Trade Representative
identified a number of countries, including India and China, where challenges to the procurement and enforcement of patent rights have been reported.
Several countries, including India and China, have been listed in the report every year since 1989. As a result, proceedings to enforce our patent rights in
certain foreign jurisdictions could result in substantial cost and divert our efforts and attention from other aspects of our business and could be
unsuccessful.
Patent terms may be inadequate to protect our competitive position on our Product Candidates for an adequate amount of time.
Given the amount of time required for the development, testing and regulatory review of new Product Candidates, patents protecting such candidates might
expire before or shortly after such candidates are commercialized. We expect to seek extensions of patent terms in the United States and, if available, in
other countries where we are prosecuting patents. In the United States, the Drug Price Competition and Patent Term Restoration Act of 1984 permits a
patent term extension of up to five years beyond the normal expiration of the patent, which is limited to the approved indication (or any additional
indications approved during the period of extension). However, the applicable authorities, including the FDA and the PTO, and any equivalent regulatory
authorities in other countries, may not agree with our assessment of whether such extensions are available, and may refuse to grant extensions to our
patents, or may grant more limited extensions than we request. If this occurs, our competitors may be able to take advantage of our investment in
development and clinical trials by referencing our clinical and preclinical data and launch their product earlier than might otherwise be the case.
Intellectual property rights do not necessarily address all potential threats to our competitive advantage.
The degree of future protection afforded by our intellectual property rights is uncertain because intellectual property rights have limitations, and may not
adequately protect our business, or permit us to maintain our competitive advantage. For example:
●

others may be able to make compounds that are the same as or similar to our Product Candidates but that are not covered by the claims of the
patents that we own;

●

we might not have been the first to make the inventions covered by the issued patents or pending patent applications that we own;

●

we might not have been the first to file patent applications covering certain of our inventions;

●

others may independently develop similar or alternative technologies or duplicate any of our technologies without infringing our intellectual
property rights;
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●

it is possible that our pending patent applications will not lead to issued patents;

●

issued patents that we own may not provide us with any competitive advantages, or may be held invalid or unenforceable as a result of legal
challenges;

●

our competitors might conduct research and development activities in the United States and other countries that provide a safe harbor from patent
infringement claims for certain research and development activities, as well as in countries where we do not have patent rights and then use the
information learned from such activities to develop competitive products for sale in our major commercial markets; or

●

the patents of others may have an adverse effect on our business.

Risks Related to our Third Parties
We rely heavily on contract manufacturers over whom we have limited control. If we are subject to quality, cost or delivery issues with the preclinical
and clinical grade materials supplied by contract manufacturers, our business operations could suffer significant harm.
We currently have no manufacturing capabilities and rely on contract development and manufacturing organizations, or “CDMOs”, to manufacture our
Product Candidates for preclinical studies and clinical trials. We rely on CDMOs for manufacturing, filling, packaging, testing, storing and shipping of drug
products in compliance with cGMP, regulations applicable to our products. The FDA and other regulatory agencies ensure the quality of drug products by
carefully monitoring drug manufacturers’ compliance with cGMP regulations. The cGMP regulations for drugs contain minimum requirements for the
methods, facilities and controls used in manufacturing, processing and packaging of a drug product. If our CDMOs increase their prices or fail to meet our
quality standards, or those of regulatory agencies such as the FDA, and cannot be replaced by other acceptable CDMOs, our ability to obtain regulatory
approval for and commercialize our Product Candidates may be materially adversely affected.
The APIs used in all of our Product Candidates are currently sourced from either contract manufacturers or, for smaller quantities, from research material
suppliers, that typically utilize synthetic chemistry as their manufacturing method. This is intended to be an interim step to enable us to proceed with
developing our formulation, execute preclinical toxicology studies and progress through Phase I and II clinical trials, after which time we anticipate that we
will have been able to successfully scale-up our IntegraSynTM manufacturing approach so that it will be commercial-scale ready. Bridging studies
consisting of chemical analysis and, possibly, animal studies may be required in order to switch our APIs from the current external manufacturing sources
to our internally manufactured products. There is no guarantee that we will be successful in scaling up our IntegraSynTM manufacturing process for
cannabinoids, or successfully complete any required bridging studies, or be able to successfully transfer our IntegraSynTM manufacturing process to a
CDMO. The key risks and challenges associated with the development of the IntegraSynTM process include: failure to continue optimization and
development of the process manufacturing steps from the current scale while maintaining the same or greater output of the selected cannabinoid; equipment
and techniques may not be able to be scaled up using existing commercial processing equipment; supply of the key starting materials for the process may
not be secured to ensure stability and security of commercial supply; and, failure of the large scale process to consistently produce the selected cannabinoid
within set specifications and meeting the process parameters and in process controls to enable the manufacturing process to be validated for GMP
commercial production of an API, among others. Failing to accomplish these or other criteria for the IntegraSynTM manufacturing process with a CDMO
may mean that we are not able to produce certain cannabinoids in a cost-effective manner. This could result in us not being able to successfully
commercialize our Product Candidates, if any, that may obtain regulatory approval.
Our existing collaboration agreements and any that we may enter into in the future may not be successful.
We also have relationships with scientific collaborators at academic and other institutions, some of whom conduct research at our request or assist us in
formulating our research and development strategies. These scientific collaborators are not our employees and may have commitments to, or consulting or
advisory contracts with, companies that conflict in interests with and pose a competitive threat to us. Moreover, to the extent that we decide to enter into
collaboration agreements, we will face significant competition in seeking appropriate collaborators. Collaboration arrangements are complex and time
consuming to negotiate, document and implement. We may not be successful in our efforts to establish, implement and maintain collaborations or other
alternative arrangements if we choose to enter into such arrangements and our selected partners may be given, and may exercise, a right to terminate their
agreement with us without cause. Our Collaborative Research Agreement with the University of British Columbia may be terminated by either party upon
30 calendar days written notice. The terms of any collaboration or other arrangements that we may establish may not be favorable to us.
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For all of the aforesaid reasons and others set forth in this Quarterly Report, an investment in our common shares and any other securities that
we may offer from time to time involves a certain degree of risk. Any person considering an investment in our common shares or any other of our
securities should be aware of these and other factors set forth in this registration statement and should consult with his or her legal, tax and
financial advisors prior to making an investment in our common shares or any other of our securities that may be offered from time to time. Our
common shares and any other securities that we may offer from time to time should only be purchased by persons who can afford to lose all of
their investment.
ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.
(a) During the period covered by this Quarterly Report, we did not sell any equity securities that were not registered under the Securities Act of 1933.
(b) Use of Proceeds from Initial Public Offering
We closed our initial public offering on November 16, 2020. The effective date of our registration statement was November 12, 2020, with an assigned
file number of 333-239319. After deducting underwriters’ expenses and commissions for the initial public offering, we received net proceeds of
approximately $7.3 million. Roth Capital Partners acted as sole book-running manager for the offering and Brookline Capital Markets, a division of
Arcadia Securities, LLC, acted as co-manager for the offering. As the initial public offering did not close until after the effective period for this Quarterly
Report, we had not spent any proceeds as of September 30, 2020.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES.
None.
ITEM 4. MINE SAFETY DISCLOSURE.
None
ITEM 5. OTHER INFORMATION.
None.
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ITEM 6. EXHIBITS.
Exhibits
The following exhibits are filed as part of this report:
Exhibit
Number
1.1

Description
Underwriting Agreement, dated November 12, 2020, by and between InMed Pharmaceuticals Inc. and Roth Capital Partners, LLC, as
representative of the underwriters named therein (incorporated by reference to Exhibit 1.1 to the Company’s Current Report on Form 8-K,
filed with the SEC on November 12, 2020).

3.1

Amended and Restated Articles.

4.1

Form of Pre-Funded Warrant (incorporated by reference to Exhibit 4.1 of the Company’s Registration Statement o Form S-1/A, filed with
the SEC on October 8, 2020).

4.2

Form of Public Warrant (incorporated by reference to Exhibit 4.2 of the Company’s Registration Statement o Form S-1/A, filed with the
SEC on October 8, 2020).

10.1

InMed Pharmaceuticals Inc. 2017 Stock Option Plan (incorporated by reference to Exhibit 10.1 of the Company’s Registration Statement
on Form S-1, filed with the SEC on June 19, 2020).

10.2

Form of Stock Option Agreement pursuant to the InMed Pharmaceuticals Inc. 2017 Stock Option Plan (incorporated by reference to Exhibit
10.2 of the Company’s Registration Statement on Form S-1, filed with the SEC on June 19, 2020).

10.3

Amended and Restated Executive Employment Agreement, dated April 8, 2020, between Eric A. Adams and InMed Pharmaceuticals Inc.
(incorporated by reference to Exhibit 10.3 of the Company’s Registration Statement on Form S-1, filed with the SEC on June 19, 2020).

10.4

Employment Agreement, dated March 8, 2018, between Eric Hsu and InMed Pharmaceuticals Inc. (incorporated by reference to Exhibit
10.4 of the Company’s Registration Statement on Form S-1, filed with the SEC on June 19, 2020).

10.4.1

April 13, 2018 salary adjustment letter to Eric Hsu (incorporated by reference to Exhibit 10.4.1 of the Company’s Registration Statement on
Form S-1, filed with the SEC on June 19, 2020).

10.4.2

September 1, 2018 salary adjustment letter to Eric Hsu (incorporated by reference to Exhibit 10.4.2 of the Company’s Registration
Statement on Form S-1, filed with the SEC on June 19, 2020).

10.4.3

March 4, 2019 salary adjustment letter to Eric Hsu (incorporated by reference to Exhibit 10.4.3 of the Company’s Registration Statement on
Form S-1, filed with the SEC on June 19, 2020).

10.4.4

July 3, 2019 salary adjustment letter to Eric Hsu (incorporated by reference to Exhibit 10.4.4 of the Company’s Registration Statement on
Form S-1, filed with the SEC on June 19, 2020).

10.5

Amended and Restated Executive Employment Agreement, dated April 8, 2020, between Alexandra Mancini and InMed Pharmaceuticals
Inc. (incorporated by reference to Exhibit 10.5 of the Company’s Registration Statement on Form S-1, filed with the SEC on June 19,
2020).

10.6

Executive Employment Agreement, dated September 20, 2018, between Michael Woudenberg and InMed Pharmaceuticals Inc.
(incorporated by reference to Exhibit 10.6 of the Company’s Registration Statement on Form S-1, filed with the SEC on June 19, 2020).

10.6.1

July 3, 2019 salary adjustment letter to Michael Woudenberg (incorporated by reference to Exhibit 10.6.1 of the Company’s Registration
Statement on Form S-1, filed with the SEC on June 19, 2020).

10.7

Executive Employment Agreement, dated July 9, 2019, between Bruce S. Colwill and InMed Pharmaceuticals Inc. (incorporated by
reference to Exhibit 10.7 of the Company’s Registration Statement on Form S-1, filed with the SEC on June 19, 2020).

10.8

Office Premises Lease, dated January 14, 2019, between InMed Pharmaceuticals Inc. and 815 West Hastings Ltd. (incorporated by
reference to Exhibit 10.8 of the Company’s Registration Statement on Form S-1, filed with the SEC on June 19, 2020).
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10.9

Share Purchase Agreement, dated May 10, 2014, among Meridex Software Corporation, Biogen Sciences Inc. and the Shareholders of
Biogen Sciences Inc. (incorporated by reference to Exhibit 10.9 of the Company’s Registration Statement on Form S-1, filed with the SEC
on June 19, 2020).

10.10

Section 85 Purchase and Sale Agreement, dated as of October 28, 2015, between Dr. Sazzad Hossain and InMed Pharmaceuticals Inc.
(incorporated by reference to Exhibit 10.10 of the Company’s Registration Statement on Form S-1, filed with the SEC on June 19, 2020).

10.11

Assignment of Intellectual Property, dated as of October 28, 2015, between Dr. Sazzad Hossain and InMed Pharmaceuticals Inc.
(incorporated by reference to Exhibit 10.11 of the Company’s Registration Statement on Form S-1, filed with the SEC on June 19, 2020).

10.12

Technology Assignment Agreement, dated as of May 31, 2017, between The University of British Columbia and InMed Pharmaceuticals
Inc. (incorporated by reference to Exhibit 10.12 of the Company’s Registration Statement on Form S-1, filed with the SEC on June 19,
2020).

10.13

Amendment No. 1 to Technology Assignment Agreement, dated as of May 31, 2017, between The University of British Columbia and
InMed Pharmaceuticals Inc. (incorporated by reference to Exhibit 10.13 of the Company’s Registration Statement on Form S-1, filed with
the SEC on June 19, 2020).

10.14

Collaborative Research Agreement, dated as of May 31, 2017, between The University of British Columbia and InMed Pharmaceuticals
Inc. (incorporated by reference to Exhibit 10.14 of the Company’s Registration Statement on Form S-1, filed with the SEC on June 19,
2020).

10.15

Amended and Restated Collaborative Research Agreement, dated as of August 16, 2018, between The University of British Columbia and
InMed Pharmaceuticals Inc. (incorporated by reference to Exhibit 10.15 of the Company’s Registration Statement on Form S-1, filed with
the SEC on June 19, 2020).

31.1

Certification of Chief Executive Officer pursuant to Rule 13a-14(a)) under the Securities Exchange Act of 1934, as amended

31.2

Certification of Chief Financial Officer pursuant to Rule 13a-14(a) under the Securities Exchange Act of 1934, as amended

32.1

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002

32.2

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002

101.INS

XBRL Instance Document

101.SCH

XBRL Taxonomy Extension – Schema

101.CAL

XBRL Taxonomy Extension – Calculations

101.DEF

XBRL Taxonomy Extension – Definitions

101.LAB

XBRL Taxonomy Extension – Labels

101.PRE

XBRL Taxonomy Extension – Presentations
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.
INMED PHARMACEUTICALS INC.
(Registrant)
Dated: December 16, 2020

By:
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/s/ Bruce Colwill
Chief Financial Officer

Exhibit 3.1
Incorporation number: BC0234916
INMED PHARMACEUTICALS INC.
(the “Company”)
ARTICLES
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.
26.
27.
28.

INTERPRETATION
SHARES AND SHARE CERTIFICATES
ISSUE OF SHARES
SHARE REGISTERS
SHARE TRANSFERS
TRANSMISSION OF SHARES
ACQUISITION OF COMPANY’S SHARES
BORROWING POWERS
ALTERATIONS
MEETINGS OF SHAREHOLDERS
PROCEEDINGS AT MEETINGS OF SHAREHOLDERs
VOTES OF SHAREHOLDERS
DIRECTORS
ELECTION AND REMOVAL OF DIRECTORS
ALTERNATE DIRECTORS
POWERS AND DUTIES OF DIRECTORS
INTERESTS OF DIRECTORS AND OFFICERS
PROCEEDINGS OF DIRECTORS
EXECUTIVE AND OTHER COMMITTEES
OFFICERS
INDEMNIFICATION
DIVIDENDS
ACCOUNTING RECORDS AND AUDITOR
NOTICES
SEAL
PROHIBITIONS
SPECIAL RIGHTS OR RESTRICTIONS ATTACHING TO THE COMMON SHARES
SPECIAL RIGHTS OR RESTRICTIONS ATTACHING TO THE PREFERRED SHARES

Section 11.3 of the Articles was deleted and replaced with section 11.3 by special resolution deposited at the records office on November 20, 2020

1
2
3
4
4
6
6
6
7
8
10
13
17
18
23
24
24
25
28
29
30
31
32
33
34
35
35
36

1.

INTERPRETATION

1.1

Definitions

In these Articles, unless the context otherwise requires:

1.2

(1)

“appropriate person” has the meaning assigned in the Securities Transfer Act;

(2)

“board of directors”, “directors” and “board” mean the directors or sole director of the Company for the time being;

(3)

“Business Corporations Act” means the Business Corporations Act (British Columbia) from time to time in force and all amendments
thereto and includes all regulations and amendments thereto made pursuant to that Act;

(4)

“Interpretation Act” means the Interpretation Act (British Columbia) from time to time in force and all amendments thereto and
includes all regulations and amendments thereto made pursuant to that Act;

(5)

“legal personal representative” means the personal or other legal representative of a shareholder;

(6)

“protected purchaser” has the meaning assigned in the Securities Transfer Act;

(7)

“registered address” of a shareholder means the shareholder’s address as recorded in the central securities register;

(8)

“seal” means the seal of the Company, if any;

(9)

“securities legislation” means statutes concerning the regulation of securities markets and trading in securities and the regulations, rules,
forms and schedules under those statutes, all as amended from time to time, and the blanket rulings and orders, as amended from time to
time, issued by the securities commissions or similar regulatory authorities appointed under or pursuant to those statutes; “Canadian
securities legislation” means the securities legislation in any province or territory of Canada and includes the Securities Act (British
Columbia); and “U.S. securities legislation” means the securities legislation in the federal jurisdiction of the United States and in any
state of the United States and includes the Securities Act of 1933 and the Securities Exchange Act of 1934;

(10)

“Securities Transfer Act” means the Securities Transfer Act (British Columbia) from time to time in force and all amendments thereto
and includes all regulations and amendments thereto made pursuant to that Act.

Business Corporations Act and Interpretation Act Definitions Applicable

The definitions in the Business Corporations Act and the definitions and rules of construction in the Interpretation Act, with the necessary changes, so far
as applicable, and unless the context requires otherwise, apply to these Articles as if they were an enactment. If there is a conflict or inconsistency between
a definition in the Business Corporations Act and a definition or rule in the Interpretation Act relating to a term used in these Articles, the definition in the
Business Corporations Act will prevail in relation to the use of the term in these Articles. If there is a conflict or inconsistency between these Articles and
the Business Corporations Act, the Business Corporations Act will prevail.

2.

SHARES AND SHARE CERTIFICATES

2.1

Authorized Share Structure

The authorized share structure of the Company consists of shares of the class or classes and series, if any, described in the Notice of Articles of the
Company.
2.2

Form of Share Certificate

Each share certificate issued by the Company must comply with, and be signed as required by, the Business Corporations Act.
2.3

Shareholder Entitled to Certificate or Acknowledgment

Unless the shares of which the shareholder is the registered owner are uncertificated shares, each shareholder is entitled upon request and without charge, to
(a) one share certificate representing the shares of each class or series of shares registered in the shareholder’s name or (b) a non-transferable written
acknowledgment (an “Acknowledgment”) of the shareholder’s right to obtain such a share certificate, provided that in respect of a share held jointly by
several persons, the Company is not bound to issue more than one share certificate or Acknowledgment and delivery of a share certificate or
Acknowledgment to one of several joint shareholders or to a duly authorized agent of one of the joint shareholders will be sufficient delivery to all.
2.4

Delivery by Mail

Any share certificate or Acknowledgment of a shareholder’s right to obtain a share certificate may be sent to the shareholder by mail at the shareholder’s
registered address and neither the Company nor any director, officer or agent of the Company is liable for any loss to the shareholder because the share
certificate or acknowledgement is lost in the mail or stolen.
2.5

Replacement of Worn Out or Defaced Certificate or Acknowledgement

If the directors are satisfied that a share certificate or Acknowledgment of the shareholder’s right to obtain a share certificate is worn out or defaced, they
must, on production to them of the share certificate or Acknowledgment, as the case may be, and on such other terms, if any, as they think fit:

2.6

(1)

order the share certificate or Acknowledgment, as the case may be, to be cancelled; and

(2)

issue a replacement share certificate or Acknowledgment, as the case may be.

Replacement of Lost, Destroyed or Wrongfully Taken Certificate

If a person entitled to a share certificate claims that the share certificate has been lost, destroyed or wrongfully taken, the Company must issue a new share
certificate, if that person:
(1)

so requests before the Company has notice that the share certificate has been acquired by a protected purchaser;

(2)

provides the Company with an indemnity bond sufficient in the Company’s judgment to protect the Company from any loss that the
Company may suffer by issuing a new certificate; and

(3)

satisfies any other reasonable requirements imposed by the Company.

A person entitled to a share certificate may not assert against the Company a claim for a new share certificate where a share certificate has been lost,
apparently destroyed or wrongfully taken if that person fails to notify the Company of that fact within a reasonable time after that person has notice of it
and the Company registers a transfer of the shares represented by the certificate before receiving a notice of the loss, apparent destruction or wrongful
taking of the share certificate.
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2.7

Recovery of New Share Certificate

If, after the issue of a new share certificate, a protected purchaser of the original share certificate presents the original share certificate for the registration of
transfer, then in addition to any rights on the indemnity bond, the Company may recover the new share certificate from a person to whom it was issued or
any person taking under that person other than a protected purchaser.
2.8

Splitting Share Certificates

If a shareholder surrenders a share certificate to the Company with a written request that the Company issue in the shareholder’s name two or more share
certificates, each representing a specified number of shares and in the aggregate representing the same number of shares as represented by the share
certificate so surrendered, the Company must cancel the surrendered share certificate and issue replacement share certificates in accordance with that
request.
2.9

Certificate Fee

There must be paid to the Company, in relation to the issue of any share certificate under Articles 2.5, 2.6 or 2.8, the amount, if any and which must not
exceed the amount prescribed under the Business Corporations Act, determined by the directors.
2.10

Recognition of Trusts

Except as required by law or statute or these Articles, no person will be recognized by the Company as holding any share upon any trust, and the Company
is not bound by or compelled in any way to recognize (even when having notice thereof) any equitable, contingent, future or partial interest in any share or
fraction of a share or (except as required by law or statute or these Articles or as ordered by a court of competent jurisdiction) any other rights in respect of
any share except an absolute right to the entirety thereof in the shareholder.
3.

ISSUE OF SHARES

3.1

Directors Authorized

Subject to the Business Corporations Act and the rights, if any, of the holders of issued shares of the Company, the Company may issue, allot, sell or
otherwise dispose of the unissued shares, and issued shares held by the Company, at the times, to the persons, including directors, in the manner, on the
terms and conditions and for the issue prices (including any premium at which shares with par value may be issued) that the directors may determine. The
issue price for a share with par value must be equal to or greater than the par value of the share.
3.2

Commissions and Discounts

The Company may at any time pay a reasonable commission or allow a reasonable discount to any person in consideration of that person purchasing or
agreeing to purchase shares of the Company from the Company or any other person or procuring or agreeing to procure purchasers for shares of the
Company.
3.3

Brokerage

The Company may pay such brokerage fee or other consideration as may be lawful for or in connection with the sale or placement of its securities.
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3.4

Conditions of Issue

Except as provided for by the Business Corporations Act, no share may be issued until it is fully paid. A share is fully paid when:
(1)

(2)
3.5

consideration is provided to the Company for the issue of the share by one or more of the following:
(i)

past services performed for the Company;

(ii)

property;

(iii)

money; and

the value of the consideration received by the Company equals or exceeds the issue price set for the share under Article 3.1.

Share Purchase Warrants and Rights

Subject to the Business Corporations Act, the Company may issue share purchase warrants, options and rights upon such terms and conditions as the
directors determine, which share purchase warrants, options and rights may be issued alone or in conjunction with debentures, debenture stock, bonds,
shares or any other securities issued or created by the Company from time to time.
4.

SHARE REGISTERS

4.1

Central Securities Register

As required by and subject to the Business Corporations Act, the Company must maintain a central securities register. The directors may, subject to the
Business Corporations Act, appoint an agent to maintain the central securities register. The directors may also appoint one or more agents, including the
agent which keeps the central securities register, as transfer agent for its shares or any class or series of its shares, as the case may be, and the same or
another agent as registrar for its shares or such class or series of its shares, as the case may be. The directors may terminate such appointment of any agent
at any time and may appoint another agent in its place.
4.2

Closing Register

The Company must not at any time close its central securities register.
5.

SHARE TRANSFERS

5.1

Registering Transfers

Subject to the Business Corporations Act and the Securities Transfer Act, a transfer of a share of the Company must not be registered unless the Company
or the transfer agent or registrar for the class or series of share to be transferred has received:
(1)

in the case of a share certificate that has been issued by the Company in respect of the share to be transferred, that share certificate and a
written instrument of transfer (which may be on a separate document or endorsed on the share certificate) made by the shareholder or
other appropriate person or by an agent who has actual authority to act on behalf of that person;
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5.2

(2)

in the case of an Acknowledgment, as defined in Article 2.3, in respect of the share to be transferred, a written instrument of transfer that
directs that the transfer of the shares be registered, made by the shareholder or other appropriate person or by an agent who has actual
authority to act on behalf of that person;

(3)

in the case of a share that is an uncertificated share, a written instrument of transfer that directs that the transfer of the share be registered,
made by the shareholder or other appropriate person or by an agent who has actual authority to act on behalf of that person; and

(4)

such other evidence, if any, as the Company or the transfer agent or registrar for the class or series of share to be transferred may require
to prove the title of the transferor or the transferor’s right to transfer the share, that the written instrument of transfer is genuine and
authorized and that the transfer is rightful or to a protected purchaser.

Form of Instrument of Transfer

The instrument of transfer in respect of any share of the Company must be either in the form, if any, on the back of the Company’s share certificates or in
any other form that may be approved by the directors or the transfer agent for the class or series of shares to be transferred.
5.3

Transferor Remains Shareholder

Except to the extent that the Business Corporations Act otherwise provides, the transferor of shares is deemed to remain the holder of the shares until the
name of the transferee is entered in a securities register of the Company in respect of the transfer.
5.4

Signing of Instrument of Transfer

If a shareholder, or his or her duly authorized attorney, signs an instrument of transfer in respect of shares registered in the name of the shareholder, the
signed instrument of transfer constitutes a complete and sufficient authority to the Company and its directors, officers and agents to register the number of
shares specified in the instrument of transfer or specified in any other manner, or, if no number is specified, all the shares represented by the share
certificates or set out in the Acknowledgment, as defined in Article 2.3, deposited with the instrument of transfer:

5.5

(1)

in the name of the person named as transferee in that instrument of transfer; or

(2)

if no person is named as transferee in that instrument of transfer, in the name of the person on whose behalf the instrument is deposited
for the purpose of having the transfer registered.

Enquiry as to Title Not Required

Neither the Company nor any director, officer or agent of the Company is bound to inquire into the title of the person named in the instrument of transfer as
transferee or, if no person is named as transferee in the instrument of transfer, of the person on whose behalf the instrument is deposited for the purpose of
having the transfer registered or is liable for any claim related to registering the transfer by the shareholder or by any intermediate owner or holder of the
shares, of any interest in the shares, of any share certificate representing such shares or any Acknowledgment, as defined in Article 2.3, in respect of a share
certificate for such shares.
5.6

Transfer Fee

There must be paid to the Company, in relation to the registration of any transfer, the amount, if any, determined by the directors.
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6.

TRANSMISSION OF SHARES

6.1

Legal Personal Representative Recognized on Death

In the case of the death of a shareholder, the legal personal representative of the shareholder, or in the case of shares registered in the shareholder’s name
and the name of another person in joint tenancy, the surviving joint holder, will be the only person recognized by the Company as having any title to the
shareholder’s interest in the shares. Before recognizing a person as a legal personal representative of a shareholder, the directors may require the original
grant of probate or letters of administration or a court certified copy of them or the original or a court certified or authenticated copy of the grant of
representation, will, order or other instrument or other evidence of the death under which title to the shares or securities is claimed to vest.
6.2

Rights of Legal Personal Representative

The legal personal representative of a shareholder has the same rights, privileges and obligations that attach to the shares held by the shareholder, including
the right to transfer the shares in accordance with these Articles, if appropriate evidence of appointment or incumbency within the meaning of s. 87 of the
Securities Transfer Act has been deposited with the Company. This Article 6.2 does not apply in the case of the death of a shareholder with respect to
shares registered in the shareholder’s name and the name of another person in joint tenancy.
7.

ACQUISITION OF COMPANY’S SHARES

7.1

Company Authorized to Purchase or Otherwise Acquire Shares

Subject to Article 7.2, the special rights or restrictions attached to the shares of any class or series of shares and the Business Corporations Act, the
Company may, if authorized by the directors, purchase or otherwise acquire any of its shares at the price and upon the terms determined by the directors.
7.2

No Purchase, Redemption or Other Acquisition When Insolvent

The Company must not make a payment or provide any other consideration to purchase, redeem or otherwise acquire any of its shares if there are
reasonable grounds for believing that:

7.3

(1)

the Company is insolvent; or

(2)

making the payment or providing the consideration would render the Company insolvent.

Sale and Voting of Purchased, Redeemed or Otherwise Acquired Shares

If the Company retains a share redeemed, purchased or otherwise acquired by it, the Company may sell, gift or otherwise dispose of the share, but, while
such share is held by the Company, it:

8.

(1)

is not entitled to vote the share at a meeting of its shareholders;

(2)

must not pay a dividend in respect of the share; and

(3)

must not make any other distribution in respect of the share.

BORROWING POWERS

The Company, if authorized by the directors, may:
(1)

borrow money in the manner and amount, on the security, from the sources and on the terms and conditions that the directors consider
appropriate;
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(2)

issue bonds, debentures and other debt obligations either outright or as security for any liability or obligation of the Company or any
other person and at such discounts or premiums and on such other terms as the directors consider appropriate;

(3)

guarantee the repayment of money by any other person or the performance of any obligation of any other person; and

(4)

mortgage, charge, whether by way of specific or floating charge, grant a security interest in, or give other security on, the whole or any
part of the present and future assets and undertaking of the Company.

9.

ALTERATIONS

9.1

Alteration of Authorized Share Structure

Subject to Article 9.2 and the Business Corporations Act, the Company may:
(1)

by directors’ resolution:
(i)

subdivide or consolidate all or any of its unissued, or fully paid issued, shares; or

(ii)

increase, reduce or eliminate the maximum number of shares that the Company is authorized to issue out of any class or series
of shares or establish a maximum number of shares that the Company is authorized to issue out of any class or series of shares
for which no maximum is established;

and, if applicable, alter its Articles and Notice of Articles accordingly; or
(2)

by ordinary resolution:
(i)

create one or more classes or series of shares or, if none of the shares of a class or series of shares are allotted or issued,
eliminate that class or series of shares; or

(ii)

if the Company is authorized to issue shares of a class of shares with par value:
(A)

decrease the par value of those shares; or

(B)

if none of the shares of that class of shares are allotted or issued, increase the par value of those shares;

and, if applicable, alter its Articles and Notice of Articles accordingly; or
(3)

by special resolution:
(i)

change all or any of its unissued, or fully paid issued, shares with par value into shares without par value or any of its unissued
shares without par value into shares with par value;

(ii)

alter the identifying name of any of its shares; or

(iii)

otherwise alter its shares or authorized share structure when required or permitted to do so by the Business Corporations Act;

and, if applicable, alter its Articles and Notice of Articles accordingly.
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9.2

Special Rights or Restrictions

Subject to the Business Corporations Act, the Company may by special resolution:
(1)

create special rights or restrictions for, and attach those special rights or restrictions to, the shares of any class or series of shares, whether
or not any or all of those shares have been issued; or

(2)

vary or delete any special rights or restrictions attached to the shares of any class or series of shares, whether or not any or all of those
shares have been issued;

and, if applicable, alter its Articles and Notice of Articles accordingly.
9.3

Change of Name

The Company may by resolution of the directors authorize an alteration to its Notice of Articles in order to change its name and may adopt or change any
translation of that name.
9.4

Other Alterations

If the Business Corporations Act does not specify the type of resolution and these Articles do not specify another type of resolution, the Company may by
special resolution alter these Articles.
10.

MEETINGS OF SHAREHOLDERS

10.1

Annual General Meetings

Unless an annual general meeting is deferred or waived in accordance with the Business Corporations Act, the Company must hold its first annual general
meeting within 18 months after the date on which it was incorporated or otherwise recognized, and after that must hold an annual general meeting at least
once in each calendar year and not more than 15 months after the last annual reference date at such time and place as may be determined by the directors.
10.2

Resolution Instead of Annual General Meeting

If all the shareholders who are entitled to vote at an annual general meeting consent by a unanimous resolution to all of the business that is required to be
transacted at that annual general meeting, the annual general meeting is deemed to have been held on the date of the unanimous resolution. The
shareholders must, in any unanimous resolution passed under this Article 10.2, select as the Company’s annual reference date a date that would be
appropriate for the holding of the applicable annual general meeting.
10.3

Calling of Meetings of Shareholders

The directors may, at any time, call a meeting of shareholders to be held at such time and place as may be determined by the directors.
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10.4

Notice for Meetings of Shareholders

The Company must send notice of the date, time and location of any meeting of shareholders (including, without limitation, any notice specifying the
intention to propose a special resolution or a special separate resolution and any notice to consider approving an amalgamation into a foreign jurisdiction,
an arrangement or the adoption of an amalgamation agreement, and any notice of a general meeting, class meeting or series meeting), in the manner
provided in these Articles, or in such other manner, if any, as may be prescribed by ordinary resolution (whether previous notice of the resolution has been
given or not), to each shareholder entitled to attend the meeting, to each director and to the auditor of the Company, unless these Articles otherwise provide,
at least the following number of days before the meeting:

10.5

(1)

if and for so long as the Company is a public company, 21 days;

(2)

otherwise, 10 days.

Notice of Resolution to Which Shareholders May Dissent

The Company must send to each of its shareholders, whether or not their shares carry the right to vote, a notice of any meeting of shareholders at which a
resolution entitling shareholders to dissent is to be considered specifying the date of the meeting and containing a statement advising of the right to send a
notice of dissent together with a copy of the proposed resolution at least the following number of days before the meeting:

10.6

(1)

if and for so long as the Company is a public company, 21 days;

(2)

otherwise, 10 days.

Record Date for Notice

The directors may set a date as the record date for the purpose of determining shareholders entitled to notice of any meeting of shareholders. The record
date must not precede the date on which the meeting is to be held by more than two months or, in the case of a general meeting requisitioned by
shareholders under the Business Corporations Act, by more than four months. The record date must not precede the date on which the meeting is held by
fewer than:
(1)

if and for so long as the Company is a public company, 21 days;

(2)

otherwise, 10 days.

If no record date is set, the record date is 5 p.m. on the day immediately preceding the first date on which the notice is sent or, if no notice is sent, the
beginning of the meeting.
10.7

Record Date for Voting

The directors may set a date as the record date for the purpose of determining shareholders entitled to vote at any meeting of shareholders. The record date
must not precede the date on which the meeting is to be held by more than two months or, in the case of a general meeting requisitioned by shareholders
under the Business Corporations Act, by more than four months. If no record date is set, the record date is 5 p.m. on the day immediately preceding the first
date on which the notice is sent or, if no notice is sent, the beginning of the meeting.
10.8

Failure to Give Notice and Waiver of Notice

The accidental omission to send notice of any meeting of shareholders to, or the non-receipt of any notice by, any of the persons entitled to notice does not
invalidate any proceedings at that meeting. Any person entitled to notice of a meeting of shareholders may, in writing or otherwise, waive that entitlement
or agree to reduce the period of that notice. Attendance of a person at a meeting of shareholders is a waiver of entitlement to notice of the meeting unless
that person attends the meeting for the express purpose of objecting to the transaction of any business on the grounds that the meeting is not lawfully called.
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10.9

Notice of Special Business at Meetings of Shareholders

If a meeting of shareholders is to consider special business within the meaning of Article 11.1, the notice of meeting must:
(1)

state the general nature of the special business; and

(2)

if the special business includes considering, approving, ratifying, adopting or authorizing any document or the signing of or giving of
effect to any document, have attached to it a copy of the document or state that a copy of the document will be available for inspection by
shareholders:
(i)

at the Company’s records office, or at such other reasonably accessible location in British Columbia as is specified in the notice;
and

(ii)

during statutory business hours on any one or more specified days before the day set for the holding of the meeting.

11.

PROCEEDINGS AT MEETINGS OF SHAREHOLDERS

11.1

Special Business

At a meeting of shareholders, the following business is special business:

11.2

(1)

at a meeting of shareholders that is not an annual general meeting, all business is special business except business relating to the conduct
of or voting at the meeting;

(2)

at an annual general meeting, all business is special business except for the following:
(i)

business relating to the conduct of or voting at the meeting;

(ii)

consideration of any financial statements of the Company presented to the meeting;

(iii)

consideration of any reports of the directors or auditor;

(iv)

the setting or changing of the number of directors;

(v)

the election or appointment of directors;

(vi)

the appointment of an auditor;

(vii)

the setting of the remuneration of an auditor;

(viii)

business arising out of a report of the directors not requiring the passing of a special resolution or an exceptional resolution;

(ix)

any other business which, under these Articles or the Business Corporations Act, may be transacted at a meeting of shareholders
without prior notice of the business being given to the shareholders.

Special Majority

The majority of votes required for the Company to pass a special resolution at a general meeting of shareholders is two-thirds of the votes cast on the
resolution.
11.3

Quorum

Subject to the special rights or restrictions attached to the shares of any class or series of shares and to Article 11.4, the quorum for the transaction of
business at a meeting of shareholders is two persons who are, or who represent by proxy, shareholders who, in the aggregate, hold at least 5% of the issued
shares entitled to be voted at the meeting.
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11.4

One Shareholder May Constitute Quorum

If there is only one shareholder entitled to vote at a meeting of shareholders:

11.5

(1)

the quorum is one person who is, or who represents by proxy, that shareholder, and

(2)

that shareholder, present in person or by proxy, may constitute the meeting.

Persons Entitled to Attend Meeting

In addition to those persons who are entitled to vote at a meeting of shareholders, the only other persons entitled to be present at the meeting are the
directors, the president (if any), the secretary (if any), the assistant secretary (if any), any lawyer for the Company, the auditor of the Company, any persons
invited to be present at the meeting by the directors or by the chair of the meeting and any persons entitled or required under the Business Corporations Act
or these Articles to be present at the meeting; but if any of those persons does attend the meeting, that person is not to be counted in the quorum and is not
entitled to vote at the meeting unless that person is a shareholder or proxy holder entitled to vote at the meeting.
11.6

Requirement of Quorum

No business, other than the election of a chair of the meeting and the adjournment of the meeting, may be transacted at any meeting of shareholders unless
a quorum of shareholders entitled to vote is present at the commencement of the meeting, but such quorum need not be present throughout the meeting.
11.7

Lack of Quorum

If, within one-half hour from the time set for the holding of a meeting of shareholders, a quorum is not present:

11.8

(1)

in the case of a general meeting requisitioned by shareholders, the meeting is dissolved, and

(2)

in the case of any other meeting of shareholders, the meeting stands adjourned to the same day in the next week at the same time and
place.

Lack of Quorum at Succeeding Meeting

If, at the meeting to which the meeting referred to in Article 11.7(2) was adjourned, a quorum is not present within one-half hour from the time set for the
holding of the meeting, the person or persons present and being, or representing by proxy, one or more shareholders entitled to attend and vote at the
meeting constitute a quorum.
11.9

Chair

The following individual is entitled to preside as chair at a meeting of shareholders:

11.10

(1)

the chair of the board, if any; or

(2)

if the chair of the board is absent or unwilling to act as chair of the meeting, the president, if any.

Selection of Alternate Chair

If, at any meeting of shareholders, there is no chair of the board or president present within 15 minutes after the time set for holding the meeting, or if the
chair of the board and the president are unwilling to act as chair of the meeting, or if the chair of the board and the president have advised the secretary, if
any, or any director present at the meeting, that they will not be present at the meeting, the directors present must choose one of their number to be chair of
the meeting or if all of the directors present decline to take the chair or fail to so choose or if no director is present, the shareholders entitled to vote at the
meeting who are present in person or by proxy may choose any person present at the meeting to chair the meeting.
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11.11

Adjournments

The chair of a meeting of shareholders may, and if so directed by the meeting must, adjourn the meeting from time to time and from place to place, but no
business may be transacted at any adjourned meeting other than the business left unfinished at the meeting from which the adjournment took place.
11.12

Notice of Adjourned Meeting

It is not necessary to give any notice of an adjourned meeting of shareholders or of the business to be transacted at an adjourned meeting of shareholders
except that, when a meeting is adjourned for 30 days or more, notice of the adjourned meeting must be given as in the case of the original meeting.
11.13

Decisions by Show of Hands or Poll

Subject to the Business Corporations Act, every motion put to a vote at a meeting of shareholders will be decided on a show of hands unless a poll, before
or on the declaration of the result of the vote by show of hands, is directed by the chair or demanded by any shareholder entitled to vote who is present in
person or by proxy.
11.14

Declaration of Result

The chair of a meeting of shareholders must declare to the meeting the decision on every question in accordance with the result of the show of hands or the
poll, as the case may be, and that decision must be entered in the minutes of the meeting. A declaration of the chair that a resolution is carried by the
necessary majority or is defeated is, unless a poll is directed by the chair or demanded under Article 11.13, conclusive evidence without proof of the
number or proportion of the votes recorded in favour of or against the resolution.
11.15

Motion Need Not be Seconded

No motion proposed at a meeting of shareholders need be seconded unless the chair of the meeting rules otherwise, and the chair of any meeting of
shareholders is entitled to propose or second a motion.
11.16

Casting Vote

In the case of an equality of votes, the chair of a meeting of shareholders does not, either on a show of hands or on a poll, have a second or casting vote in
addition to the vote or votes to which the chair may be entitled as a shareholder.
11.17

Manner of Taking Poll

Subject to Article 11.18, if a poll is duly demanded at a meeting of shareholders:
(1)

the poll must be taken:
(i)

at the meeting, or within seven days after the date of the meeting, as the chair of the meeting directs; and

(ii)

in the manner, at the time and at the place that the chair of the meeting directs;

(2)

the result of the poll is deemed to be the decision of the meeting at which the poll is demanded; and

(3)

the demand for the poll may be withdrawn by the person who demanded it.
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11.18

Demand for Poll on Adjournment

A poll demanded at a meeting of shareholders on a question of adjournment must be taken immediately at the meeting.
11.19

Chair Must Resolve Dispute

In the case of any dispute as to the admission or rejection of a vote given on a poll, the chair of the meeting must determine the dispute, and his or her
determination made in good faith is final and conclusive.
11.20

Casting of Votes

On a poll, a shareholder entitled to more than one vote need not cast all the votes in the same way.
11.21

No Demand for Poll on Election of Chair

No poll may be demanded in respect of the vote by which a chair of a meeting of shareholders is elected.
11.22

Demand for Poll Not to Prevent Continuance of Meeting

The demand for a poll at a meeting of shareholders does not, unless the chair of the meeting so rules, prevent the continuation of the meeting for the
transaction of any business other than the question on which a poll has been demanded.
11.23

Retention of Ballots and Proxies

The Company must, for at least three months after a meeting of shareholders, keep each ballot cast on a poll and each proxy voted at the meeting, and,
during that period, make them available for inspection during normal business hours by any shareholder or proxyholder entitled to vote at the meeting. At
the end of such three month period, the Company may destroy such ballots and proxies.
11.24

Ordinary Resolution

Unless the Business Corporations Act or these Articles otherwise provide, any action that must or may be taken or authorized by the shareholders may be
taken or authorized by an ordinary resolution.
12.

VOTES OF SHAREHOLDERS

12.1

Number of Votes by Shareholder or by Shares

Subject to any special rights or restrictions attached to any shares and to the restrictions imposed on joint shareholders under Article 12.3:
(1)

on a vote by show of hands, every person present who is a shareholder or proxy holder and entitled to vote on the matter has one vote;
and

(2)

on a poll, every shareholder entitled to vote on the matter has one vote in respect of each share entitled to be voted on the matter and held
by that shareholder and may exercise that vote either in person or by proxy.
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12.2

Votes of Persons in Representative Capacity

A person who is not a shareholder may vote at a meeting of shareholders, whether on a show of hands or on a poll, and may appoint a proxy holder to act at
the meeting, if, before doing so, the person satisfies the chair of the meeting, or the directors, that the person is a legal personal representative or a trustee in
bankruptcy for a shareholder who is entitled to vote at the meeting.
12.3

Votes by Joint Holders

If there are joint shareholders registered in respect of any share:

12.4

(1)

any one of the joint shareholders may vote at any meeting of shareholders, personally or by proxy, in respect of the share as if that joint
shareholder were solely entitled to it; or

(2)

if more than one of the joint shareholders is present at any meeting of shareholders, personally or by proxy, and more than one of them
votes in respect of that share, then only the vote of the joint shareholder present whose name stands first on the central securities register
in respect of the share will be counted.

Legal Personal Representatives as Joint Shareholders

Two or more legal personal representatives of a shareholder in whose sole name any share is registered are, for the purposes of Article 12.3, deemed to be
joint shareholders registered in respect of that share.
12.5

Representative of a Corporate Shareholder

If a corporation that is not a subsidiary of the Company is a shareholder, that corporation may appoint a person to act as its representative at any meeting of
shareholders of the Company, and:
(1)

(2)

for that purpose, the instrument appointing a representative must be received:
(i)

at the registered office of the Company or at any other place specified, in the notice calling the meeting, for the receipt of
proxies, at least the number of business days specified in the notice for the receipt of proxies, or if no number of days is
specified, two business days before the day set for the holding of the meeting or any adjourned meeting; or

(ii)

at the meeting or any adjourned meeting, by the chair of the meeting or adjourned meeting or by a person designated by the
chair of the meeting or adjourned meeting;

if a representative is appointed under this Article 12.5:
(i)

the representative is entitled to exercise in respect of and at that meeting the same rights on behalf of the corporation that the
representative represents as that corporation could exercise if it were a shareholder who is an individual, including, without
limitation, the right to appoint a proxy holder; and

(ii)

the representative, if present at the meeting, is to be counted for the purpose of forming a quorum and is deemed to be a
shareholder present in person at the meeting.

Evidence of the appointment of any such representative may be sent to the Company by written instrument, fax or any other method of transmitting legibly
recorded messages.
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12.6

When Proxy Holder Need Not Be Shareholder

A person must not be appointed as a proxy holder unless the person is a shareholder, although a person who is not a shareholder may be appointed as a
proxy holder if:

12.7

(1)

the person appointing the proxy holder is a corporation or a representative of a corporation appointed under Article 12.5;

(2)

the Company has at the time of the meeting for which the proxy holder is to be appointed only one shareholder entitled to vote at the
meeting;

(3)

the shareholders present in person or by proxy at and entitled to vote at the meeting for which the proxy holder is to be appointed, by a
resolution on which the proxy holder is not entitled to vote but in respect of which the proxy holder is to be counted in the quorum,
permit the proxy holder to attend and vote at the meeting; or

(4)

the Company is a public company or is a pre-existing reporting company which has the Statutory Reporting Company Provisions as part
of these Articles or to which the Statutory Reporting Company Provisions apply.

When Proxy Provisions Do Not Apply to the Company

If and for so long as the Company is a public company or is a pre-existing reporting company which has the Statutory Reporting Company Provisions as
part of these Articles or to which the Statutory Reporting Company Provisions apply, Articles 12.8 to 12.16 apply only insofar as they are not inconsistent
with any Canadian securities legislation applicable to the Company, any U.S. securities legislation applicable to the Company or any rules of an exchange
on which securities of the Company are listed.
12.8

Appointment of Proxy Holders

Every shareholder of the Company, including a corporation that is a shareholder but not a subsidiary of the Company, entitled to vote at a meeting of
shareholders may, by proxy, appoint one or more proxy holders to attend and act at the meeting in the manner, to the extent and with the powers conferred
by the proxy.
12.9

Alternate Proxy Holders

A shareholder may appoint one or more alternate proxy holders to act in the place of an absent proxy holder.
12.10

Deposit of Proxy

A proxy for a meeting of shareholders must:
(1)

be received at the registered office of the Company or at any other place specified, in the notice calling the meeting, for the receipt of
proxies, at least the number of business days specified in the notice, or if no number of days is specified, two business days before the
day set for the holding of the meeting or any adjourned meeting; or

(2)

unless the notice provides otherwise, be received at the meeting or any adjourned meeting, by the chair of the meeting or adjourned
meeting or by a person designated by the chair of the meeting or adjourned meeting.

A proxy may be sent to the Company by written instrument, fax or any other method of transmitting legibly recorded messages.
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12.11

Validity of Proxy Vote

A vote given in accordance with the terms of a proxy is valid notwithstanding the death or incapacity of the shareholder giving the proxy and despite the
revocation of the proxy or the revocation of the authority under which the proxy is given, unless notice in writing of that death, incapacity or revocation is
received:

12.12

(1)

at the registered office of the Company, at any time up to and including the last business day before the day set for the holding of the
meeting or any adjourned meeting at which the proxy is to be used; or

(2)

at the meeting or any adjourned meeting, by the chair of the meeting or adjourned meeting, before any vote in respect of which the proxy
has been given has been taken.

Form of Proxy

A proxy, whether for a specified meeting or otherwise, must be either in the following form or in any other form approved by the directors or the chair of
the meeting:
[name of company] (the “Company”)
The undersigned, being a shareholder of the Company, hereby appoints [name] or, failing that person, [name], as proxy holder for the
undersigned to attend, act and vote for and on behalf of the undersigned at the meeting of shareholders of the Company to be held on
[month, day, year] and at any adjournment of that meeting.
Number of shares in respect of which this proxy is given (if no number is specified, then this proxy is given in respect of all shares
registered in the name of the undersigned):
Signed [month, day, year]

[Signature of shareholder]

[Name of shareholder—printed]
12.13

Revocation of Proxy

Subject to Article 12.14, every proxy may be revoked by an instrument in writing that is received:

12.14

(1)

at the registered office of the Company at any time up to and including the last business day before the day set for the holding of the
meeting or any adjourned meeting at which the proxy is to be used; or

(2)

at the meeting or any adjourned meeting by the chair of the meeting or adjourned meeting, before any vote in respect of which the proxy
has been given has been taken.

Revocation of Proxy Must Be Signed

An instrument referred to in Article 12.13 must be signed as follows:
(1)

if the shareholder for whom the proxy holder is appointed is an individual, the instrument must be signed by the shareholder or his or her
legal personal representative or trustee in bankruptcy;

(2)

if the shareholder for whom the proxy holder is appointed is a corporation, the instrument must be signed by the corporation or by a
representative appointed for the corporation under Article 12.5.
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12.15

Chair May Determine Validity of Proxy

The chair of any meeting of shareholders may determine whether or not a proxy deposited for use at the meeting, which may not strictly comply with the
requirements of this Part 12 as to form, execution, accompanying documentation, time of filing or otherwise, shall be valid for use at such meeting and any
such determination made in good faith shall be final, conclusive and binding upon such meeting.
12.16

Production of Evidence of Authority to Vote

The chair of any meeting of shareholders may, but need not, inquire into the authority of any person to vote at the meeting and may, but need not, demand
from that person production of evidence as to the existence of the authority to vote.
13.

DIRECTORS

13.1

First Directors; Number of Directors

The first directors are the persons designated as directors of the Company in the Notice of Articles that applies to the Company when it is recognized under
the Business Corporations Act. The number of directors, excluding additional directors appointed under Article 14.8, is set at:
(1)

subject to paragraphs (2) and (3), the number of directors that is equal to the number of the Company’s first directors;

(2)

if the Company is a public company, the greater of three and the most recently set of:

(3)

13.2

(i)

the number of directors set by directors’ resolution (whether or not previous notice of the resolution was given); and

(ii)

the number of directors set under Article 14.4;

if the Company is not a public company, the most recently set of:
(i)

the number of directors set by directors’ resolution (whether or not previous notice of the resolution was given); and

(ii)

the number of directors set under Article 14.4.

Change in Number of Directors

If the number of directors is set under Articles 13.1(2)(a) or 13.1(3)(a):

13.3

(1)

the shareholders may elect or appoint the directors needed to fill any vacancies in the board of directors up to that number; or

(2)

if the shareholders do not elect or appoint the directors needed to fill any vacancies in the board of directors up to that number
contemporaneously with the setting of that number, then the directors, subject to Article 14.8, may appoint, or the shareholders may elect
or appoint, directors to fill those vacancies.

Directors’ Acts Valid Despite Vacancy

An act or proceeding of the directors is not invalid merely because fewer than the number of directors set or otherwise required under these Articles is in
office.
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13.4

Qualifications of Directors

A director is not required to hold a share of the Company as qualification for his or her office but must be qualified as required by the Business
Corporations Act to become, act or continue to act as a director.
13.5

Remuneration of Directors

The directors are entitled to the remuneration for acting as directors, if any, as the directors may from time to time determine. If the directors so decide, the
remuneration of the directors, if any, will be determined by the shareholders. That remuneration may be in addition to any salary or other remuneration paid
to any officer or employee of the Company as such, who is also a director.
13.6

Reimbursement of Expenses of Directors

The Company must reimburse each director for the reasonable expenses that he or she may incur in and about the business of the Company.
13.7

Special Remuneration for Directors

If any director performs any professional or other services for the Company that in the opinion of the directors are outside the ordinary duties of a director,
or if any director is otherwise specially occupied in or about the Company’s business, he or she may be paid remuneration fixed by the directors, or, at the
option of that director, fixed by ordinary resolution, and such remuneration may be either in addition to, or in substitution for, any other remuneration that
he or she may be entitled to receive.
13.8

Gratuity, Pension or Allowance on Retirement of Director

Unless otherwise determined by ordinary resolution, the directors on behalf of the Company may pay a gratuity or pension or allowance on retirement to
any director who has held any salaried office or place of profit with the Company or to his or her spouse or dependants and may make contributions to any
fund and pay premiums for the purchase or provision of any such gratuity, pension or allowance.
14.

ELECTION AND REMOVAL OF DIRECTORS

14.1

Election at Annual General Meeting

Subject to applicable securities laws and the rules of any stock exchange on which the securities of the Company are from time to time listed and posted for
trading, at every annual general meeting and in every unanimous resolution contemplated by Article 10.2, in each case, in respect of which shareholders are
asked to vote on the election of directors:
(1)

the shareholders entitled to vote at the annual general meeting for the election of directors must elect, or in the unanimous resolution
appoint, a board of directors consisting of the number of directors for the time being set under these Articles;

(2)

each director shall be elected for a term expiring no later than immediately prior to the election or appointment of directors under
paragraph (1) at the third annual general meeting of the shareholders following his or her election; and

(3)

at each future annual general meeting, each director who has reached the expiration of the term for which he or she was elected, shall
cease to hold office immediately before the election or appointment of directors under paragraph (1), but is eligible for re-election or reappointment at such annual general meeting.
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14.2

Nominations of Directors
(1)

Only persons who are nominated in accordance with the procedures set out in this Article 14.2 shall be eligible for election as directors of
the Company. Nominations of persons for election to the board of directors of the Company may be made at any annual general meeting
of shareholders, or at any special meeting of shareholders if one of the purposes for which the special meeting was called was the election
of directors:
(a)

by or at the direction of the board, including pursuant to a notice of meeting;

(b)

by or at the direction or request of one or more shareholders pursuant to a proposal made in accordance with the
Business Corporations Act or pursuant to a requisition of the shareholders made in accordance with the Business
Corporations Act; or

(c)

by any shareholder:
(i)

who, at the close of business on the date of the giving of the notice provided for below in this Article 14.2 and
on the record date for notice of such meeting, is entered in the central securities register of the Company as a
holder of one or more shares carrying the right to vote at such meeting on the election of directors (a
“Nominating Shareholder”); and

(ii)

who complies with the notice procedures set forth in this Article 14.2.

(2)

In addition to any other requirements under applicable laws, for a nomination to be made by a Nominating Shareholder, the Nominating
Shareholder must have given timely notice thereof (in accordance with this Article 14.2) and in proper written form (in accordance with
this Article 14.2) to the secretary of the Company at the principal executive offices of the Company.

(3)

To be timely, a Nominating Shareholder’s notice to the Company must be made:
(a)

in the case of an annual general meeting, not less than 30 nor more than 65 days prior to the date of the annual general
meeting of shareholders provided, however, in the event that the annual general meeting of shareholders is to be held
on a date that is less than 50 days after the date (the “Notice Date”) on which the first public announcement of the date
of the annual general meeting was made, notice by the Nominating Shareholder may be made not later than the close of
business on the 10th day following the Notice Date; and

(b)

in the case of a special meeting (which is not also an annual general meeting) of shareholders called for the purpose of
electing directors (whether or not called for other purposes), not later than the close of business on the 15th day
following the day on which the first public announcement of the date of the special meeting of shareholders was made.

Notwithstanding the provisions of this Article 14.2, in no event shall any adjournment or postponement of a meeting of shareholders or
the announcement thereof commence a new time period for the giving of a Nominating Shareholder’s notice as described above.
(4)

To be in proper written form, a Nominating Shareholder’s notice to the Company must set forth:
(a)

if the Nominating Shareholder is not the beneficial owner of the shares, the identity of the beneficial owner and the
number of shares held by that beneficial owner;
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(b)

(c)

as to each person whom the Nominating Shareholder proposes to nominate for election as a director:
(i)

the name, age and address of the person;

(ii)

the principal occupation or employment of the person;

(iii)

the class or series and number of shares in the capital of the Company which are controlled or which are
owned beneficially or of record by the person as of the record date for the meeting of shareholders (if such
date shall then have been made publicly available and shall have occurred) and as of the date of such notice;
and

(iv)

any other information relating to the person that would be required to be disclosed in a dissident’s proxy
circular or other filings to be made in connection with solicitations of proxies for election of directors pursuant
to the Business Corporations Act and applicable securities laws; and

as to the Nominating Shareholder giving the notice, any proxy, contract, agreement, arrangement, understanding or
relationship pursuant to which such Nominating Shareholder has a right to vote any shares of the Company on the
election of directors and any other information relating to such Nominating Shareholder that would be required to be
made in a dissident’s proxy circular or other filings to be made in connection with solicitations of proxies for election
of directors pursuant to the Business Corporations Act and applicable securities laws.

The Company may require any proposed nominee to furnish such other information as may reasonably be required by the Company to
determine the eligibility of such proposed nominee to serve as an independent director of the Company in accordance with applicable
securities laws and the rules of any stock exchange on which the securities of the Company are then listed for trading or that could be
material to a reasonable shareholder’s understanding of such independence, or lack thereof, of such proposed nominee.
(5)

Except as otherwise provided by the special rights or restrictions attached to the shares of any class or series of the Company, no person
shall be eligible for election as a director of the Company unless nominated in accordance with the provisions of this Article 14.2;
provided, however, that nothing in this Article 14.2 shall be deemed to preclude discussion by a shareholder or proxy holder (as distinct
from the nomination of directors) at a meeting of shareholders of any matter in respect of which it would have been entitled to submit a
proposal pursuant to the provisions of the Business Corporations Act. The chair of the meeting shall have the power and duty to
determine whether a nomination was made in accordance with the procedures set forth in the foregoing provisions and, if any proposed
nomination is not in compliance with such foregoing provisions, to declare that such defective nomination shall be disregarded. A duly
appointed proxy holder of a Nominating Shareholder shall be entitled to nominate at a meeting of shareholders the directors nominated
by the Nominating Shareholder, provided that all of the requirements of this Article 14.2 have been satisfied.

(6)

If and for so long as the Company is not a public company, for the purposes of this Article 14.2 “public announcement” shall mean
disclosure by notice to shareholders in accordance with Article 24 of these Articles. If and for long as the Company is a public company,
for the purposes of this Article 14.2, “public announcement” shall mean disclosure in a news release reported by a national news service
in Canada, or in a document publicly filed by the Company under its issuer profile on the System for Electronic Document Analysis and
Retrieval at www.sedar.com.
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14.3

(7)

Notwithstanding any other provision of these Articles, notice given to the secretary of the Company pursuant to this Article 14.2 may
only be given by personal delivery or facsimile transmission (at such contact information as set out on the Company’s issuer profile on
the System for Electronic Document Analysis and Retrieval, provided however, that so long as the Company is not a public company, the
contact information for the Company shall be the registered office of the Company as set out in the most recent Notice of Articles filed
with the Registrar of Companies), and shall be deemed to have been given and made only at the time it is served by personal delivery to
the secretary of the Company at the principal executive offices of the Company or sent by facsimile transmission (provided that receipt of
confirmation of such transmission has been received); provided that if such delivery or transmission is made on a day which is a not a
business day or later than 5:00 p.m. (Vancouver time) on a day which is a business day, then such delivery or transmission shall be
deemed to have been made on the next following day that is a business day.

(8)

Notwithstanding the foregoing, the board may, in its sole discretion, waive any requirement in this Article 14.2.

Consent to be a Director

No election, appointment or designation of an individual as a director is valid unless:

14.4

(1)

that individual consents to be a director in the manner provided for in the Business Corporations Act;

(2)

that individual is elected or appointed at a meeting at which the individual is present and the individual does not refuse, at the meeting, to
be a director; or

(3)

with respect to first directors, the designation is otherwise valid under the Business Corporations Act.

Failure to Elect or Appoint Directors

If:
(1)

the Company fails to hold an annual general meeting, and all the shareholders who are entitled to vote at an annual general meeting fail to
pass the unanimous resolution contemplated by Article 10.2, on or before the date by which the annual general meeting is required to be
held under the Business Corporations Act; or

(2)

the shareholders fail, at the annual general meeting or in the unanimous resolution contemplated by Article 10.2, to elect or appoint any
directors;

then each director then in office continues to hold office until the earlier of:

14.5

(3)

when his or her successor is elected or appointed; and

(4)

when he or she otherwise ceases to hold office under the Business Corporations Act or these Articles.

Places of Retiring Directors Not Filled

If, at any meeting of shareholders at which there should be an election of directors, the places of any of the retiring directors are not filled by that election,
those retiring directors who are not re-elected and who are asked by the newly elected directors to continue in office will, if willing to do so, continue in
office to complete the number of directors for the time being set pursuant to these Articles until further new directors are elected at a meeting of
shareholders convened for that purpose. If any such election or continuance of directors does not result in the election or continuance of the number of
directors for the time being set pursuant to these Articles, the number of directors of the Company is deemed to be set at the number of directors actually
elected or continued in office.
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14.6

Directors May Fill Casual Vacancies

Any casual vacancy occurring in the board of directors may be filled by the directors.
14.7

Remaining Directors’ Power to Act

The directors may act notwithstanding any vacancy in the board of directors, but if the Company has fewer directors in office than the number set pursuant
to these Articles as the quorum of directors, the directors may only act for the purpose of appointing directors up to that number or of calling a meeting of
shareholders for the purpose of filling any vacancies on the board of directors or, subject to the Business Corporations Act, for any other purpose.
14.8

Shareholders May Fill Vacancies

If the Company has no directors or fewer directors in office than the number set pursuant to these Articles as the quorum of directors, the shareholders may
elect or appoint directors to fill any vacancies on the board of directors.
14.9

Additional Directors

Notwithstanding Articles 13.1 and 13.2, between annual general meetings or unanimous resolutions contemplated by Article 10.2, the directors may
appoint one or more additional directors, but the number of additional directors appointed under this Article 14.8 must not at any time exceed:
(1)

one-third of the number of first directors, if, at the time of the appointments, one or more of the first directors have not yet completed
their first term of office; or

(2)

in any other case, one-third of the number of the current directors who were elected or appointed as directors other than under this Article
14.8.

Any director so appointed ceases to hold office immediately before the next election or appointment of directors under Article 14.1(1), but is eligible for reelection or re-appointment.
14.10

Ceasing to be a Director

A director ceases to be a director when:

14.11

(1)

the term of office of the director expires;

(2)

the director dies;

(3)

the director resigns as a director by notice in writing provided to the Company or a lawyer for the Company; or

(4)

the director is removed from office pursuant to Articles 14.10 or 14.11.

Removal of Director by Shareholders

The Company may remove any director before the expiration of his or her term of office by special resolution. In that event, the shareholders may elect, or
appoint by ordinary resolution, a director to fill the resulting vacancy. If the shareholders do not elect or appoint a director to fill the resulting vacancy
contemporaneously with the removal, then the directors may appoint or the shareholders may elect, or appoint by ordinary resolution, a director to fill that
vacancy.
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14.12

Removal of Director by Directors

The directors may remove any director before the expiration of his or her term of office if the director is convicted of an indictable offence, or if the
director ceases to be qualified to act as a director of a company and does not promptly resign, and the directors may appoint a director to fill the resulting
vacancy.
15.

ALTERNATE DIRECTORS

15.1

Appointment of Alternate Director

Any director (an “appointor”) may by notice in writing received by the Company appoint any person (an “appointee”) who is qualified to act as a director
to be his or her alternate to act in his or her place at meetings of the directors or committees of the directors at which the appointor is not present unless (in
the case of an appointee who is not a director) the directors have reasonably disapproved the appointment of such person as an alternate director and have
given notice to that effect to his or her appointor within a reasonable time after the notice of appointment is received by the Company.
15.2

Notice of Meetings

Every alternate director so appointed is entitled to notice of meetings of the directors and of committees of the directors of which his or her appointor is a
member and to attend and vote as a director at any such meetings at which his or her appointor is not present.
15.3

Alternate for More Than One Director Attending Meetings

A person may be appointed as an alternate director by more than one director, and an alternate director:

15.4

(1)

will be counted in determining the quorum for a meeting of directors once for each of his or her appointors and, in the case of an
appointee who is also a director, once more in that capacity;

(2)

has a separate vote at a meeting of directors for each of his or her appointors and, in the case of an appointee who is also a director, an
additional vote in that capacity;

(3)

will be counted in determining the quorum for a meeting of a committee of directors once for each of his or her appointors who is a
member of that committee and, in the case of an appointee who is also a member of that committee as a director, once more in that
capacity; and

(4)

has a separate vote at a meeting of a committee of directors for each of his or her appointors who is a member of that committee and, in
the case of an appointee who is also a member of that committee as a director, an additional vote in that capacity.

Consent Resolutions

Every alternate director, if authorized by the notice appointing him or her, may sign in place of his or her appointor any resolutions to be consented to in
writing.
15.5

Alternate Director Not an Agent

Every alternate director is deemed not to be the agent of his or her appointor.
15.6

Revocation of Appointment of Alternate Director

An appointor may at any time, by notice in writing received by the Company, revoke the appointment of an alternate director appointed by him or her.
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15.7

Ceasing to be an Alternate Director

The appointment of an alternate director ceases when:

15.8

(1)

his or her appointor ceases to be a director and is not promptly re-elected or re-appointed;

(2)

the alternate director dies;

(3)

the alternate director resigns as an alternate director by notice in writing provided to the Company or a lawyer for the Company;

(4)

the alternate director ceases to be qualified to act as a director; or

(5)

his or her appointor revokes the appointment of the alternate director.

Remuneration and Expenses of Alternate Director

The Company may reimburse an alternate director for the reasonable expenses that would be properly reimbursed if he or she were a director, and the
alternate director is entitled to receive from the Company such proportion, if any, of the remuneration otherwise payable to the appointor as the appointor
may from time to time direct.
16.

POWERS AND DUTIES OF DIRECTORS

16.1

Powers of Management

The directors must, subject to the Business Corporations Act and these Articles, manage or supervise the management of the business and affairs of the
Company and have the authority to exercise all such powers of the Company as are not, by the Business Corporations Act or by these Articles, required to
be exercised by the shareholders of the Company.
16.2

Appointment of Attorney of Company

The directors may from time to time, by power of attorney or other instrument, under seal if so required by law, appoint any person to be the attorney of the
Company for such purposes, and with such powers, authorities and discretions (not exceeding those vested in or exercisable by the directors under these
Articles and excepting the power to fill vacancies in the board of directors, to remove a director, to change the membership of, or fill vacancies in, any
committee of the directors, to appoint or remove officers appointed by the directors and to declare dividends) and for such period, and with such
remuneration and subject to such conditions as the directors may think fit. Any such power of attorney may contain such provisions for the protection or
convenience of persons dealing with such attorney as the directors think fit. Any such attorney may be authorized by the directors to sub-delegate all or any
of the powers, authorities and discretions for the time being vested in him or her.
17.

INTERESTS OF DIRECTORS AND OFFICERS

17.1

Obligation to Account for Profits

A director or senior officer who holds a disclosable interest (as that term is used in the Business Corporations Act) in a contract or transaction into which
the Company has entered or proposes to enter is liable to account to the Company for any profit that accrues to the director or senior officer under or as a
result of the contract or transaction only if and to the extent provided in the Business Corporations Act.
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17.2

Restrictions on Voting by Reason of Interest

A director who holds a disclosable interest in a contract or transaction into which the Company has entered or proposes to enter is not entitled to vote on
any directors’ resolution to approve that contract or transaction, unless all the directors have a disclosable interest in that contract or transaction, in which
case any or all of those directors may vote on such resolution.
17.3

Interested Director Counted in Quorum

A director who holds a disclosable interest in a contract or transaction into which the Company has entered or proposes to enter and who is present at the
meeting of directors at which the contract or transaction is considered for approval may be counted in the quorum at the meeting whether or not the director
votes on any or all of the resolutions considered at the meeting.
17.4

Disclosure of Conflict of Interest or Property

A director or senior officer who holds any office or possesses any property, right or interest that could result, directly or indirectly, in the creation of a duty
or interest that materially conflicts with that individual’s duty or interest as a director or senior officer, must disclose the nature and extent of the conflict as
required by the Business Corporations Act.
17.5

Director Holding Other Office in the Company

A director may hold any office or place of profit with the Company, other than the office of auditor of the Company, in addition to his or her office of
director for the period and on the terms (as to remuneration or otherwise) that the directors may determine.
17.6

No Disqualification

No director or intended director is disqualified by his or her office from contracting with the Company either with regard to the holding of any office or
place of profit the director holds with the Company or as vendor, purchaser or otherwise, and no contract or transaction entered into by or on behalf of the
Company in which a director is in any way interested is liable to be voided for that reason.
17.7

Professional Services by Director or Officer

Subject to the Business Corporations Act, a director or officer, or any person in which a director or officer has an interest, may act in a professional
capacity for the Company, except as auditor of the Company, and the director or officer or such person is entitled to remuneration for professional services
as if that director or officer were not a director or officer.
17.8

Director or Officer in Other Corporations

A director or officer may be or become a director, officer or employee of, or otherwise interested in, any person in which the Company may be interested as
a shareholder or otherwise, and, subject to the Business Corporations Act, the director or officer is not accountable to the Company for any remuneration or
other benefits received by him or her as director, officer or employee of, or from his or her interest in, such other person.
18.

PROCEEDINGS OF DIRECTORS

18.1

Meetings of Directors

The directors may meet together for the conduct of business, adjourn and otherwise regulate their meetings as they think fit, and meetings of the directors
held at regular intervals may be held at the place, at the time and on the notice, if any, as the directors may from time to time determine.
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18.2

Voting at Meetings

Questions arising at any meeting of directors are to be decided by a majority of votes and, in the case of an equality of votes, the chair of the meeting does
not have a second or casting vote.
18.3

Chair of Meetings

The following individual is entitled to preside as chair at a meeting of directors:

18.4

(1)

the chair of the board, if any;

(2)

in the absence of the chair of the board, the president, if any, if the president is a director; or

(3)

any other director chosen by the directors if:
(i)

neither the chair of the board nor the president, if a director, is present at the meeting within 15 minutes after the time set for
holding the meeting;

(ii)

neither the chair of the board nor the president, if a director, is willing to chair the meeting; or

(iii)

the chair of the board and the president, if a director, have advised the secretary, if any, or any other director, that they will not be
present at the meeting.

Meetings by Telephone or Other Communications Medium

A director may participate in a meeting of the directors or of any committee of the directors:
(1)

in person;

(2)

by telephone; or

(3)

with the consent of all directors who wish to participate in the meeting, by other communications medium;

if all directors participating in the meeting, whether in person or by telephone or other communications medium, are able to communicate with each other.
A director who participates in a meeting in a manner contemplated by this Article 18.4 is deemed for all purposes of the Business Corporations Act and
these Articles to be present at the meeting and to have agreed to participate in that manner.
18.5

Calling of Meetings

A director may, and the secretary or an assistant secretary of the Company, if any, on the request of a director must, call a meeting of the directors at any
time.
18.6

Notice of Meetings

Other than for meetings held at regular intervals as determined by the directors pursuant to Article 18.1 or as provided in Article 18.7, reasonable notice of
each meeting of the directors, specifying the place, day and time of that meeting must be given to each of the directors and the alternate directors by any
method set out in Article 24.1 or orally or by telephone.
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18.7

When Notice Not Required

It is not necessary to give notice of a meeting of the directors to a director or an alternate director if:

18.8

(1)

the meeting is to be held immediately following a meeting of shareholders at which that director was elected or appointed, or is the
meeting of the directors at which that director is appointed; or

(2)

the director or alternate director, as the case may be, has waived notice of the meeting.

Meeting Valid Despite Failure to Give Notice

The accidental omission to give notice of any meeting of directors to, or the non-receipt of any notice by, any director or alternate director, does not
invalidate any proceedings at that meeting.
18.9

Waiver of Notice of Meetings

Any director or alternate director may send to the Company a document signed by him or her waiving notice of any past, present or future meeting or
meetings of the directors and may at any time withdraw that waiver with respect to meetings held after that withdrawal. After sending a waiver with respect
to all future meetings and until that waiver is withdrawn, no notice of any meeting of the directors need be given to that director or, unless the director
otherwise requires by notice in writing to the Company, to his or her alternate director, and all meetings of the directors so held are deemed not to be
improperly called or constituted by reason of notice not having been given to such director or alternate director. Attendance of a director or alternate
director at a meeting of the directors is a waiver of notice of the meeting unless that director or alternate director attends the meeting for the express
purpose of objecting to the transaction of any business on the grounds that the meeting is not lawfully called.
18.10

Quorum

The quorum necessary for the transaction of the business of the directors may be set by the directors and, if not so set, is deemed to be set at two directors
or, if the number of directors is set at one, is deemed to be set at one director, and that director may constitute a meeting.
18.11

Validity of Acts Where Appointment Defective

Subject to the Business Corporations Act, an act of a director or officer is not invalid merely because of an irregularity in the election or appointment or a
defect in the qualification of that director or officer.
18.12

Consent Resolutions in Writing

A resolution of the directors or of any committee of the directors may be passed without a meeting:
(1)

in all cases, if each of the directors entitled to vote on the resolution consents to it in writing; or

(2)

in the case of a resolution to approve a contract or transaction in respect of which a director has disclosed that he or she has or may have a
disclosable interest, if each of the other directors who have not made such a disclosure consents in writing to the resolution.

A consent in writing under this Article 18.12 may be by any written instrument, fax, e-mail or any other method of transmitting legibly recorded messages
in which the consent of the director is evidenced, whether or not the signature of the director is included in the record. A consent in writing may be in two
or more counterparts which together are deemed to constitute one consent in writing. A resolution of the directors or of any committee of the directors
passed in accordance with this Article 18.12 is effective on the date stated in the consent in writing or on the latest date stated on any counterpart and is
deemed to be a proceeding at a meeting of the directors or of the committee of the directors and to be as valid and effective as if it had been passed at a
meeting of the directors or of the committee of the directors that satisfies all the requirements of the Business Corporations Act and all the requirements of
these Articles relating to meetings of the directors or of a committee of the directors.
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19.

EXECUTIVE AND OTHER COMMITTEES

19.1

Appointment and Powers of Executive Committee

The directors may, by resolution, appoint an executive committee consisting of the director or directors that they consider appropriate, and during the
intervals between meetings of the board of directors all of the directors’ powers are delegated to the executive committee, except:

19.2

(1)

the power to fill vacancies in the board of directors;

(2)

the power to remove a director;

(3)

the power to change the membership of, or fill vacancies in, any committee of the directors; and

(4)

such other powers, if any, as may be set out in the resolution or any subsequent directors’ resolution.

Appointment and Powers of Other Committees

The directors may, by resolution:
(1)

appoint one or more committees (other than the executive committee) consisting of the director or directors that they consider
appropriate;

(2)

delegate to a committee appointed under paragraph (1) any of the directors’ powers, except:

(3)
19.3

(i)

the power to fill vacancies in the board of directors;

(ii)

the power to remove a director;

(iii)

the power to change the membership of, or fill vacancies in, any committee of the directors; and

(iv)

the power to appoint or remove officers appointed by the directors; and

make any delegation referred to in paragraph (2) subject to the conditions set out in the resolution or any subsequent directors’ resolution.

Obligations of Committees

Any committee appointed under Articles 19.1 or 19.2, in the exercise of the powers delegated to it, must:

19.4

(1)

conform to any rules that may from time to time be imposed on it by the directors; and

(2)

report every act or thing done in exercise of those powers at such times as the directors may require.

Powers of Board

The directors may, at any time, with respect to a committee appointed under Articles 19.1 or 19.2:
(1)

revoke or alter the authority given to the committee, or override a decision made by the committee, except as to acts done before such
revocation, alteration or overriding;

(2)

terminate the appointment of, or change the membership of, the committee; and
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(3)
19.5

fill vacancies in the committee.

Committee Meetings

Subject to Article 19.3(1) and unless the directors otherwise provide in the resolution appointing the committee or in any subsequent resolution, with
respect to a committee appointed under Articles 19.1 or 19.2:
(1)

the committee may meet and adjourn as it thinks proper;

(2)

the committee may elect a chair of its meetings but, if no chair of a meeting is elected, or if at a meeting the chair of the meeting is not
present within 15 minutes after the time set for holding the meeting, the directors present who are members of the committee may choose
one of their number to chair the meeting;

(3)

a majority of the members of the committee constitutes a quorum of the committee; and

(4)

questions arising at any meeting of the committee are determined by a majority of votes of the members present, and in the case of an
equality of votes, the chair of the meeting does not have a second or casting vote.

20.

OFFICERS

20.1

Directors May Appoint Officers

The directors may, from time to time, appoint such officers, if any, as the directors determine and the directors may, at any time, terminate any such
appointment.
20.2

Functions, Duties and Powers of Officers

The directors may, for each officer:

20.3

(1)

determine the functions and duties of the officer;

(2)

delegate to the officer any of the powers exercisable by the directors on such terms and conditions and with such restrictions as the
directors think fit; and

(3)

revoke, withdraw, alter or vary all or any of the functions, duties and powers of the officer.

Qualifications

No officer may be appointed unless that officer is qualified in accordance with the Business Corporations Act. One person may hold more than one position
as an officer of the Company. Any person appointed as the chair of the board or as a managing director must be a director. Any other officer need not be a
director.
20.4

Remuneration and Terms of Appointment

All appointments of officers are to be made on the terms and conditions and at the remuneration (whether by way of salary, fee, commission, participation
in profits or otherwise) that the directors think fit and are subject to termination at the pleasure of the directors, and an officer may in addition to such
remuneration be entitled to receive, after he or she ceases to hold such office or leaves the employment of the Company, a pension or gratuity.
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21.

INDEMNIFICATION

21.1

Definitions

In this Article 21:
(1)

“eligible penalty” means a judgment, penalty or fine awarded or imposed in, or an amount paid in settlement of, an eligible proceeding;

(2)

“eligible proceeding” means a legal proceeding or investigative action, whether current, threatened, pending or completed, in which a
director, former director or alternate director of the Company (an “eligible party”) or any of the heirs and legal personal representatives of
the eligible party, by reason of the eligible party being or having been a director or alternate director of the Company:

(3)
21.2

(i)

is or may be joined as a party; or

(ii)

is or may be liable for or in respect of a judgment, penalty or fine in, or expenses related to, the proceeding;

“expenses” has the meaning set out in the Business Corporations Act.

Mandatory Indemnification of Directors

Subject to the Business Corporations Act, the Company must indemnify a director, former director or alternate director of the Company and his or her heirs
and legal personal representatives against all eligible penalties to which such person is or may be liable, and the Company must, after the final disposition
of an eligible proceeding, pay the expenses actually and reasonably incurred by such person in respect of that proceeding. Each director and alternate
director is deemed to have contracted with the Company on the terms of the indemnity contained in this Article 21.2.
21.3

Permitted Indemnification

Subject to any restrictions in the Business Corporations Act, the Company may indemnify any person.
21.4

Non-Compliance with Business Corporations Act

The failure of a director, alternate director or officer of the Company to comply with the Business Corporations Act or these Articles or, if applicable, any
former Companies Act or former Articles, does not invalidate any indemnity to which he or she is entitled under this Part 21.
21.5

Company May Purchase Insurance

The Company may purchase and maintain insurance for the benefit of any person (or his or her heirs or legal personal representatives) who:
(1)

is or was a director, alternate director, officer, employee or agent of the Company;

(2)

is or was a director, alternate director, officer, employee or agent of a corporation at a time when the corporation is or was an affiliate of
the Company;

(3)

at the request of the Company, is or was a director, alternate director, officer, employee or agent of a corporation or of a partnership, trust,
joint venture or other unincorporated entity; or

(4)

at the request of the Company, holds or held a position equivalent to that of a director, alternate director or officer of a partnership, trust,
joint venture or other unincorporated entity;
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against any liability incurred by him or her as such director, alternate director, officer, employee or agent or person who holds or held such equivalent
position.
22.

DIVIDENDS

22.1

Payment of Dividends Subject to Special Rights

The provisions of this Part 22 are subject to the rights, if any, of shareholders holding shares with special rights as to dividends.
22.2

Declaration of Dividends

Subject to the Business Corporations Act, the directors may from time to time declare and authorize payment of such dividends as they may consider
appropriate.
22.3

No Notice Required

The directors need not give notice to any shareholder of any declaration under Article 22.2.
22.4

Record Date

The directors may set a date as the record date for the purpose of determining shareholders entitled to receive payment of a dividend. The record date must
not precede the date on which the dividend is to be paid by more than two months. If no record date is set, the record date is 5 p.m. on the date on which the
directors pass the resolution declaring the dividend.
22.5

Manner of Paying Dividend

A resolution declaring a dividend may direct payment of the dividend wholly or partly in money or by the distribution of specific assets or of fully paid
shares or of bonds, debentures or other securities of the Company or any other corporation, or in any one or more of those ways.
22.6

Settlement of Difficulties

If any difficulty arises in regard to a distribution under Article 22.5, the directors may settle the difficulty as they deem advisable, and, in particular, may:

22.7

(1)

set the value for distribution of specific assets;

(2)

determine that money in substitution for all or any part of the specific assets to which any shareholders are entitled may be paid to any
shareholders on the basis of the value so fixed in order to adjust the rights of all parties; and

(3)

vest any such specific assets in trustees for the persons entitled to the dividend.

When Dividend Payable

Any dividend may be made payable on such date as is fixed by the directors.
22.8

Dividends to be Paid in Accordance with Number of Shares

All dividends on shares of any class or series of shares must be declared and paid according to the number of such shares held.

- 31 -

22.9

Receipt by Joint Shareholders

If several persons are joint shareholders of any share, any one of them may give an effective receipt for any dividend, bonus or other money payable in
respect of the share.
22.10

Dividend Bears No Interest

No dividend bears interest against the Company.
22.11

Fractional Dividends

If a dividend to which a shareholder is entitled includes a fraction of the smallest monetary unit of the currency of the dividend, that fraction may be
disregarded in making payment of the dividend and that payment represents full payment of the dividend.
22.12

Payment of Dividends

Any dividend or other distribution payable in money in respect of shares may be paid by cheque, made payable to the order of the person to whom it is
sent, and mailed to the registered address of the shareholder, or in the case of joint shareholders, to the registered address of the joint shareholder who is
first named on the central securities register, or to the person and to the address the shareholder or joint shareholders may direct in writing. The mailing of
such cheque will, to the extent of the sum represented by the cheque (plus the amount of the tax required by law to be deducted), discharge all liability for
the dividend unless such cheque is not paid on presentation or the amount of tax so deducted is not paid to the appropriate taxing authority.
22.13

Capitalization of Retained Earnings or Surplus

Notwithstanding anything contained in these Articles, the directors may from time to time capitalize any retained earnings or surplus of the Company and
may from time to time issue, as fully paid, shares or any bonds, debentures or other securities of the Company as a dividend representing the retained
earnings or surplus so capitalized or any part thereof.
23.

ACCOUNTING RECORDS AND AUDITOR

23.1

Recording of Financial Affairs

The directors must cause adequate accounting records to be kept to record properly the financial affairs and condition of the Company and to comply with
the Business Corporations Act.
23.2

Inspection of Accounting Records

Unless the directors determine otherwise, or unless otherwise determined by ordinary resolution, no shareholder of the Company is entitled to inspect or
obtain a copy of any accounting records of the Company.
23.3

Remuneration of Auditor

The directors may set the remuneration of the auditor of the Company.
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24.

NOTICES

24.1

Method of Giving Notice

Unless the Business Corporations Act or these Articles provide otherwise, a notice, statement, report or other record required or permitted by the Business
Corporations Act or these Articles to be sent by or to a person may be sent by any one of the following methods:
(1)

(2)

24.2

mail addressed to the person at the applicable address for that person as follows:
(i)

for a record mailed to a shareholder, the shareholder’s registered address;

(ii)

for a record mailed to a director or officer, the prescribed address for mailing shown for the director or officer in the records kept
by the Company or the mailing address provided by the recipient for the sending of that record or records of that class; or

(iii)

in any other case, the mailing address of the intended recipient;

delivery at the applicable address for that person as follows, addressed to the person:
(i)

for a record delivered to a shareholder, the shareholder’s registered address;

(ii)

for a record delivered to a director or officer, the prescribed address for delivery shown for the director or officer in the records
kept by the Company or the delivery address provided by the recipient for the sending of that record or records of that class; or

(iii)

in any other case, the delivery address of the intended recipient;

(3)

unless the intended recipient is the auditor of the Company, sending the record by fax to the fax number provided by the intended
recipient for the sending of that record or records of that class;

(4)

unless the intended recipient is the auditor of the Company, sending the record by e-mail to the e-mail address provided by the intended
recipient for the sending of that record or records of that class;

(5)

physical delivery to the intended recipient.

Deemed Receipt

A notice, statement, report or other record that is:

24.3

(1)

mailed to a person by ordinary mail to the applicable address for that person referred to in Article 24.1 is deemed to be received by the
person to whom it was mailed on the day (Saturdays, Sundays and holidays excepted) following the date of mailing;

(2)

faxed to a person to the fax number provided by that person referred to in Article 24.1 is deemed to be received by the person to whom it
was faxed on the day it was faxed; and

(3)

e-mailed to a person to the e-mail address provided by that person referred to in Article 24.1 is deemed to be received by the person to
whom it was e-mailed on the day it was e-mailed.

Certificate of Sending

A certificate signed by the secretary, if any, or other officer of the Company or of any other corporation acting in that capacity on behalf of the Company
stating that a notice, statement, report or other record was sent in accordance with Article 24.1 is conclusive evidence of that fact.
24.4

Notice to Joint Shareholders

A notice, statement, report or other record may be provided by the Company to the joint shareholders of a share by providing such record to the joint
shareholder first named in the central securities register in respect of the share.
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24.5

Notice to Legal Personal Representatives and Trustees

A notice, statement, report or other record may be provided by the Company to the persons entitled to a share in consequence of the death, bankruptcy or
incapacity of a shareholder by:
(1)

(2)
24.6

mailing the record, addressed to them:
(i)

by name, by the title of the legal personal representative of the deceased or incapacitated shareholder, by the title of trustee of
the bankrupt shareholder or by any similar description; and

(ii)

at the address, if any, supplied to the Company for that purpose by the persons claiming to be so entitled; or

if an address referred to in paragraph (1)(b) has not been supplied to the Company, by giving the notice in a manner in which it might
have been given if the death, bankruptcy or incapacity had not occurred.

Undelivered Notices

If on two consecutive occasions, a notice, statement, report or other record is sent to a shareholder pursuant to Article 24.1 and on each of those occasions
any such record is returned because the shareholder cannot be located, the Company shall not be required to send any further records to the shareholder
until the shareholder informs the Company in writing of his or her new address.
25.

SEAL

25.1

Who May Attest Seal

Except as provided in Articles 25.2 and 25.3, the Company’s seal, if any, must not be impressed on any record except when that impression is attested by
the signatures of:

25.2

(1)

any two directors;

(2)

any officer, together with any director;

(3)

if the Company only has one director, that director; or

(4)

any one or more directors or officers or persons as may be determined by the directors.

Sealing Copies

For the purpose of certifying under seal a certificate of incumbency of the directors or officers of the Company or a true copy of any resolution or other
document, despite Article 25.1, the impression of the seal may be attested by the signature of any director or officer or the signature of any other person as
may be determined by the directors.
25.3

Mechanical Reproduction of Seal

The directors may authorize the seal to be impressed by third parties on share certificates or bonds, debentures or other securities of the Company as they
may determine appropriate from time to time. To enable the seal to be impressed on any share certificates or bonds, debentures or other securities of the
Company, whether in definitive or interim form, on which facsimiles of any of the signatures of the directors or officers of the Company are, in accordance
with the Business Corporations Act or these Articles, printed or otherwise mechanically reproduced, there may be delivered to the person employed to
engrave, lithograph or print such definitive or interim share certificates or bonds, debentures or other securities one or more unmounted dies reproducing
the seal and such persons as are authorized under Article 25.1 to attest the Company’s seal may in writing authorize such person to cause the seal to be
impressed on such definitive or interim share certificates or bonds, debentures or other securities by the use of such dies. Share certificates or bonds,
debentures or other securities to which the seal has been so impressed are for all purposes deemed to be under and to bear the seal impressed on them.
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26.

PROHIBITIONS

26.1

Definitions
(1)

26.2

In this Part 26:
(i)

“security” has the meaning assigned in the Securities Act (British Columbia);

(ii)

“transfer restricted security” means:
(A)

a share of the Company;

(B)

a security of the Company convertible into shares of the Company;

(C)

any other security of the Company which must be subject to restrictions on transfer in order for the Company to satisfy
the requirement for restrictions on transfer under the “private issuer” exemption of Canadian securities legislation or
under any other exemption from prospectus or registration requirements of Canadian securities legislation similar in
scope and purpose to the “private issuer” exemption.

Application

Article 26.3 does not apply to the Company if and for so long as it is a public company or a pre-existing reporting company which has the Statutory
Reporting Company Provisions as part of these Articles or to which the Statutory Reporting Company Provisions apply.
26.3

Consent Required for Transfer of Shares or Transfer Restricted Securities

No shares shall be transferred without the prior consent of the directors expressed by a resolution of the board of directors and the directors shall not be
required to give any reason for refusing to consent to any proposed transfer. The consent of the board of directors may be in respect of a specific proposed
trade or trades or trading generally, whether or not over a specified period of time, or by a specific person or with such other restrictions or requirements as
the directors may determine.
27.

SPECIAL RIGHTS OR RESTRICTIONS ATTACHING TO THE COMMON SHARES

The Common shares without par value (the “Common Shares”) shall have attached thereto the following special rights or restrictions:
27.1

Voting

The holders of the Common Shares shall be entitled to one vote in respect of each Common Share held by such holder at any annual or general meeting of
the shareholders of the Company.
27.2

Dividends

The holders of the Common Shares shall in each year in the discretion of the directors be entitled, to the exclusion of any other class or series of shares then
issued and outstanding in the capital of the Company, out of monies of the Company lawfully available for the payment of dividends, to dividends in such
amounts as may be determined in the absolute discretion of the directors from time to time.
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27.3.

Liquidation, Dissolution or Winding-Up

Subject to the rights of the holders of the Preferred shares without par value, in the event of the liquidation, dissolution or winding-up of the Company
whether voluntary or involuntary, or any other distribution of the assets of the Company among its shareholders for the purpose of winding up its affairs,
the remaining property and assets of the Company shall be distributed to the holders of the Common Shares.
28.

SPECIAL RIGHTS OR RESTRICTIONS ATTACHING TO THE PREFERRED SHARES

The Preferred shares without par value (the “Preferred Shares”) as a class shall be subject to the following special rights or restrictions:
28.1

Issuable in Series

The Preferred Shares are issuable from time to time in one or more series, ranking equally on winding-up, to repayment of the amount paid up on such
shares, and to carry and be subject to, as a class, the following special rights or restrictions:
(1)

the directors of the Company may by resolution duly passed before the issue of any Preferred Shares, alter the Notice of Articles and the Articles
of the Company to fix the number of Preferred Shares in, and to determine the designation of the shares of, each series and to create, define and
attach special rights and restrictions to the Preferred Shares of such series, including but without limiting or restricting the generality of the
foregoing:
(a)

the provision, if any, with respect to the rights of holders of such series to receive notice of and to attend and vote at any general meeting
of the Company;

(b)

the rights and obligations, if any, relating to the purchase or redemption by the Company of the Preferred Shares of such series and the
consideration for and the terms and conditions of such purchase or redemption;

(c)

the right, if any, to convert any Preferred Shares of such series into shares of another class;

(d)

the terms and conditions of any share purchase plan or sinking fund; and

(e)

the restrictions, if any, respecting payment of dividends on any shares ranking junior to the Preferred Shares.

(2)

Subject to the provisions of the Business Corporations Act, the directors may, before the issuance of any shares of any series of Preferred shares,
alter any determination made as to the maximum number of shares in such series and/or alter the special rights or restrictions attaching to that
series of Preferred shares.

28.2

Ranking

The Preferred Shares shall rank on a parity with each other and with any other shares by their terms ranking equally therewith with respect to the payment
of dividends and, on winding-up, repayment of the amount paid up on such shares of the Company, and shall rank prior to the Common Shares or any other
shares ranking junior with respect to, on winding-up, repayment of the amount paid up on such shares.
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RECEIVED FOR DEPOSIT AT THE
RECORDS OFFICE ON NOVEMBER 20, 2020
INMED PHARMACEUTICALS INC.
(the “Company”)
EXTRACT OF MINUTES OF ANNUAL AND SPECIAL MEETING
BY THE SHAREHOLDERS OF THE COMPANY
ON THE 20TH DAY OF NOVEMBER, 2020
“Approval of Amendment to Articles
BE IT RESOLVED, as a special resolution, THAT:
1.

Section 11.3 of the Articles of InMed Pharmaceuticals Inc. (the “Company”) be deleted in its entirety and replaced with the following:
“11.3 Quorum
Subject to the special rights or restrictions attached to the shares of any class or series of shares and to Article 11.4, the quorum for the transaction
of business at a meeting of shareholders is two persons who are, or who represent by proxy, shareholders who, in the aggregate, hold at least 33
1/3% of the issued shares entitled to be voted at the meeting.”

2.

Pursuant to section 259 of the British Columbia Business Corporations Act, the alteration of Article 11.3 of the Articles of the Company shall not
take effect until a copy of this resolution is received for deposit at the Company’s records office.”
CERTIFIED effective as of the 20th day of November, 2020.
“Bruce Colwill”
Name: Bruce Colwill
Title: CFO and Corporate Secretary

Exhibit 31.1
Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
I, Eric A. Adams, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of InMed Pharmaceuticals Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a- 15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:
a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;
c)

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's fourth fiscal
quarter that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and
5.

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.
Date: December 16, 2020
/s/ Eric A. Adams
Name: Eric A. Adams
Title: President and Chief Executive Officer

Exhibit 31.2
Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
I, Bruce Colwill, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of InMed Pharmaceuticals Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a- 15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:
a)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;
c)

Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's fourth fiscal
quarter that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and
5.

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a)

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal
control over financial reporting.
Date: December 16, 2020
/s/ Bruce Colwill
Name: Bruce Colwill
Title: Chief Financial Officer

Exhibit 32.1
Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, I, Eric A. Adams, the President and
Chief Executive Officer of InMed Pharmaceuticals Inc. (the “Company”), hereby certify that, to my knowledge:
1. The Quarterly Report on Form 10-Q for the quarter ended September 30, 2020 (the “Report”) of the Company fully complies with the
requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
Date: December 16, 2020
/s/ Eric A. Adams
Name: Eric A. Adams
Title: President and Chief Executive Officer

Exhibit 32.2
Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, I, Bruce Colwill, the Chief Financial
Officer of InMed Pharmaceuticals Inc. (the “Company”), hereby certify that, to my knowledge:
1. The Quarterly Report on Form 10-Q for the quarter ended September 30, 2020 (the “Report”) of the Company fully complies with the
requirements of Section 13(a) or Section 15(d) of the Securities Exchange Act of 1934; and
2. The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
Date: December 16, 2020
/s/ Bruce Colwill
Name: Bruce Colwill
Title: Chief Financial Officer

