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PROMETIC REPORTS FINANCIAL RESULTS
FOR SECOND QUARTER 2019
•
•
•

C$229 (US 173) million of outstanding debt converted into Common Shares
C$114 (US$87) million in gross proceeds raised in concurrent financings
Internal promotions within the management team for Chief Financial Officer and
General Counsel

LAVAL, QUEBEC, CANADA; ROCKVILLE, MD, USA and CAMBRIDGE, UK – August 12,
2019 – Prometic Life Sciences Inc. (TSX: PLI) (OTCQX: PFSCF) (“Prometic” or
“Company”), a biopharmaceutical company focused on developing novel therapeutics to
treat unmet needs in patients with liver, respiratory and kidney disease, primarily in rare or
orphan diseases, today announced financial results for its fiscal 2019 second quarter ended
June 30th 2019. All amounts are in thousands of Canadian dollars and adjusted to reflect
the reverse share consolidation, except where otherwise noted.
“During the second quarter, we were able to complete a series of financial transactions to
stabilize and improve our financial situation at Prometic, and we will look to strengthen our
balance sheet further in 2019 as our ongoing business development activities are brought to
a conclusion,” said Kenneth Galbraith, Prometic’s Chief Executive Officer. “We are now
focused on progressing the development of our novel products, Ryplazim™, PBI-4050 and
PBI-4547 to address serious unmet patient needs in life threatening diseases. We look
forward to sharing more about our progress in clinical development throughout 2019 and
2020.”
Management Appointments
Effective September 1, 2019, Ms. Murielle Lortie, currently Vice President - Finance, will be
promoted to Chief Financial Officer of the Company and Ms. Marie Iskra, currently
Associate General Counsel, will be promoted to General Counsel for the Company.
Mr. Patrick Sartore and Mr. Bruce Pritchard will continue to focus on their roles as Chief
Operating Officer, North America and Chief Operating Officer, International, respectively.
“I am very pleased to welcome Murielle and Marie to the leadership team as I have been
impressed by their contributions to the Company during my tenure as CEO, and look
forward to their increased role in driving growth for Prometic in the years ahead. Their
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appointments will also allow Patrick and Bruce to increase their focus on the achievement of
the key goals to drive shareholder value in both the near-term and long-term”, said Mr.
Galbraith.
Second Quarter Financial Results – Overview
Prometic’s cash position in the second quarter of 2019 substantially improved as a result of
a series of related arrangements to restructure Prometic’s outstanding indebtedness,
reduce its interest and certain other payment obligations, and raise sufficient cash to build a
robust balance sheet to fund the next phase of Prometic’s development (collectively the
“Refinancing Transactions”):
•

•
•
•

$114.4 million (US$87 million) aggregate gross proceeds were raised through a
combination of a private placement offering of Common Shares led by Consonance
Capital Management (“Consonance”) and a concurrent equity rights offering (“Rights
Offering”) to shareholders of Prometic at a price of $15.21 per Common Share (the
“Transaction Price”);
Approximately $228.9 million (US$173 million) of the outstanding debt owned by
Structured Alpha LP (“SALP”) was converted into Common Shares at the
Transaction Price, comprising all but $10 million of SALP’s outstanding debt;
The adjustment of the per warrant exercise price of certain outstanding Common
Share purchase warrants of Prometic held by SALP to the Transaction Price
(the "Warrant Repricing"); and
A share consolidation on the basis of one post-consolidation Common Share for
every one thousand pre-consolidation Common Shares was completed on July 5,
2019 in anticipation of a filing for listing of the Company’s Common Shares on
NASDAQ.

Current near-term priorities for the Company’s leadership team are as follows:
•
•
•
•
•

Completing the necessary manufacturing and related activities to allow for
submission in H1-2020 to the FDA of an amendment to the Company’s BLA seeking
regulatory approval for Ryplazim™ .
The filing and approval of an Investigational New Drug application (“IND”) to enable
the commencement of pivotal phase 3 clinical studies of PBI-4050 in patients with
Alström Syndrome.
Continuing to work with external advisors, Lazard, on opportunities to partner or
monetize assets and businesses outside of the Company’s small molecule
therapeutics business.
Initiation of Phase 1 clinical studies for PBI-4547.
Completing the process to list the Company’s common shares for trading on
NASDAQ.
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2019 Second Quarter Results
Revenues
Total revenues for the quarter ended June 30, 2019 were $8.8 million compared to
$20.2 million during the comparative period of 2018 which represents a decrease of
$11.4 million.
Revenues from the sale of goods were $8.4 million during the quarter ended June 30, 2019
compared to $19.7 million during the corresponding period of 2018, representing a
decrease of $11.3 million. The decrease is due to the decrease in sales of excess normal
source plasma inventory and was partially offset by increases in sales from our
Bioseparation products by $2.3 million.
Cost of sales and other production expenses
Cost of sales and other production expenses were $3.9 million during the quarter ended
June 30, 2019 compared to $16.4 million for the corresponding period in 2018, representing
a decrease of $12.5 million. The decrease in cost of sales and other production expenses,
is mainly driven by changes in the volume of sales of goods.
Research and Development (“R&D”)
R&D expenses were $24.2 million during the quarter ended June 30, 2019 compared to
$24.0 million for the corresponding period in 2018, representing a slight increase of
$0.2 million.
R&D expenses include the cost to manufacture plasma-derived therapeutics and small
molecule therapeutics for use in clinical trial studies, to supply clinical trial patients until
commercially approved product is available, and the cost for the development of our
production processes of Ryplazim™ in preparation of filing an amended BLA to the FDA.
The manufacturing and purchase cost of these therapeutics was $11.8 million during the
quarter ended June 30, 2019 compared to $10.9 million during the quarter ended June 30,
2018.
Administration, Sales & Marketing
Administration, selling and marketing expenses were $18.6 million during the quarter ended
June 30, 2019 compared to $6.9 million for the corresponding period in 2018, representing
an increase of $11.6 million. This increase is mainly attributable to the $9.4 million increase
in share-based payments expense due to significant changes in stock options and restricted
stock units driven by the Refinancing Transactions.
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Share-based payments expense
Share-based payments expense represents the expense recorded as a result of stock
options and restricted stock units issued to employees and directors.
Share-based payments expense were $14.9 million during the quarter ended June 30, 2019
compared to $0.7 million during the corresponding period of 2018, representing an increase
of $14.2 million.
In conjunction with the Refinancing Transactions, the Company made significant changes to
its long-term equity incentive plans to ensure alignment with performance and building
shareholder value, and attraction and retention of key employees to drive the Company’s
future growth. The following important changes were made:
•
•
•

the cancellation of the outstanding options for employees in return for the issuance of
new options;
the modification of the outstanding performance-based restricted share units (“RSU”)
into time-vesting RSU, and discontinuation of the RSU plan for any future grants; and
the issuance of the new stock options to employees and directors with vesting
consistent with industry norms and tied to long-term increases in shareholder value.

Certain of these changes triggered an immediate or accelerated recognition of share-based
compensation expense during the quarter ended June 30, 2019, causing a substantial
increase in the non-cash share-based compensation expense during the quarter.
Finance Costs
Finance costs were $3.6 million for the quarter ended June 30, 2019 compared to
$5.3 million during the corresponding period of 2018, representing a decrease of $1.8
million. The decrease is mainly due to lower level of debt in the quarter ended June 30,
2019 compared to the same period of 2018 due to the debt restructuring completed as of
April 23, 2019.
The adoption of the new lease standard, IFRS 16, Leases (“IFRS 16”), at the beginning of
2019, under which lease liabilities are recognized for the discounted value of the future
lease payments at initial adoption and with interest expense recognized over the term of
each lease, is contributing to increasing finance costs in 2019. The new standard was
adopted using the modified retrospective approach and as such, the 2018 figures are not
restated. Previously, the embedded interest component in each lease payment was
recognized as part of the lease expense included in the various functions presented in the
statement of operations such as cost of sales and other production expenses, R&D and
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administration, selling and marketing. The interest expense over the lease liabilities was
$1.8 million and $3.6 million for the quarter and the six months ended June 30, 2019,
respectively.
Non-cash loss on extinguishment of liabilities
Loss on extinguishments of liabilities were $92.3 million for the quarter ended June 30,
2019 principally as a result of the Company concluding a debt restructuring agreement on
April 23, 2019 with its major creditor, SALP. The debt was reduced to $10.0 million plus
accrued interest due, in exchange for the issuance of 15,050,312 post-consolidation
Common Shares. The difference between the adjustment to the carrying value of the loan of
$141.5 million and the amount recorded for the shares issued of $228.9 million was
recorded as a loss on extinguishment of a loan of $87.4 million. This amount represents the
immediate recognition of the accreted interest that would have otherwise been recognized
as finance costs over the years until the maturity of the long-term debt. Legal fees related to
the debt restructuring and the value of the Warrant Repricing were also recognized as part
of the loss on extinguishment of liabilities.
Net Loss
The Company incurred a net loss of $133.7 million during the quarter ended June 30, 2019
compared to a net loss of $33.1 million for the corresponding period of 2018, representing
an increase in the net loss of $94.9 million. This is mainly driven by the impact of the loss on
extinguishment of liabilities caused by the debt restructuring of $92.3 million that occurred
during the second quarter and the increase in the share-based compensation expense of
$14.2 million.
Subsequent Events
On July 2, 2019, In anticipation of filing a listing application for trading the Company’s
Common Shares on NASDAQ, Prometic announced the consolidation of the Company’s
issued and outstanding common shares on the basis of one (1) post-consolidation Common
Share for every one thousand (1000) pre-consolidation Common Shares (the
"Consolidation"). This consolidation was approved at the special meeting of the common
shareholders of the Company held on June 19, 2019 and commenced trading on the TSX
on a post-consolidation basis at the open of trading on July 5, 2019.
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About Prometic Life Sciences Inc.
Prometic (www.prometic.com) is an innovative biopharmaceutical corporation with a broad
pipeline of small molecule therapeutics under development to treat unmet needs in patients
with liver, respiratory and kidney disease, including rare diseases. Prometic's differentiated
research involves the study of two G-protein-coupled-receptors, GPR40 and GPR84. These
drug candidates have a dual mode-of-action as agonists ("stimulators") of GPR40 and
antagonists ("inhibitors") of GPR84. Our lead drug candidate, PBI-4050, is expected to enter
Phase 3 clinical studies for the treatment of Alström Syndrome. A second drug candidate,
PBI-4547, is expected to enter Phase 1 clinical studies in 2019. Prometic also has leveraged its
experience in bioseparation technologies to isolate and purify biopharmaceuticals from human
plasma. The lead plasma-derived therapeutic product is Ryplazim™ (plasminogen) which the
Company expects to file a BLA with the US FDA seeking approval to treat patients with
congenital plasminogen deficiency. The Corporation also operates a contract development and
manufacturing operation in the United Kingdom, deriving revenue through sales of affinity
chromatography media. Prometic has active business operations in Canada, the United States
and the United Kingdom.
Forward Looking Statements
This presentation contains forward-looking statements about Prometic’s objectives, strategies
and businesses that involve risks and uncertainties. These statements are “forward-looking”
because they are based on our current expectations about the markets we operate in and on
various estimates and assumptions. Actual events or results may differ materially from those
anticipated in these forward-looking statements if known or unknown risks affect our business,
or if our estimates or assumptions turn out to be inaccurate. Such risks and assumptions
include, but are not limited to, Prometic’s ability to develop, manufacture, and successfully
commercialize value-added pharmaceutical products, the availability of funds and resources to
pursue R&D projects, the successful and timely completion of clinical studies, the ability of
Prometic to take advantage of business opportunities in the pharmaceutical industry,
uncertainties related to the regulatory process and general changes in economic conditions.
You will find a more detailed assessment of the risks that could cause actual events or results
to materially differ from our current expectations in the Annual Information Form for the year
ended December 31, 2018, under the heading “Risk Factors”. As a result, we cannot guarantee
that any forward-looking statement will materialize. We assume no obligation to update any
forward-looking statement even if new information becomes available, as a result of future
events or for any other reason, unless required by applicable securities laws and regulations.
All amounts are in Canadian dollars unless indicated otherwise
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For further information please contact:
Bruce Pritchard
b.pritchard@prometic.com
450.781.0115

Patrick Sartore
p.sartore@prometic.com
450-781-0115
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MANAGEMENT’S DISCUSSION & ANALYSIS
This Management’s Discussion and Analysis (“MD&A”) is intended to help the reader to better understand Prometic
Life Sciences Inc.’s (“Prometic” or the “Company”) operations, financial performance and results of operations, as well
as the present and future business environment. This MD&A has been prepared as of August 12, 2019 and should be
read in conjunction with Prometic’s condensed interim consolidated financial statements for the quarter ended June
30, 2019. Additional information related to the Company, including the Company’s Annual Information Form, is available
on SEDAR at www.sedar.com. All amounts are in thousands of Canadian dollars, except where otherwise noted.

FORWARD-LOOKING STATEMENTS
This MD&A of the results of operations and the financial condition may contain forward-looking statements about
Prometic’s objectives, strategies, financial condition, future performance, results of operations and businesses as of
the date of this MD&A.
These statements are “forward-looking” because they represent Prometic’s expectations, intentions, plans and beliefs
about the markets the Company operates in and on various estimates and assumptions based on information available
to its management at the time these statements are made. Without limiting the generality of the foregoing, words such
as “may”, “will”, “expect”, “believe”, “anticipate”, “intend”, “could”, “would”, “estimate”, “continue”, “plan” or “pursue”, or
the negative of these terms, other variations thereof or comparable terminology, are intended to identify forward-looking
statements although not all forward-looking information contains these terms and phrases. Forward-looking information
is provided for the purposes of assisting the reader in understanding the Company and its business, operations,
prospects and risks at a point in time in the context of historical and possible future developments and therefore the
reader is cautioned that such information may not be appropriate for other purposes.
Actual events or results may differ materially from those anticipated in these forward-looking statements if known or
unknown risks affect our business, or if our estimates or assumptions turn out to be inaccurate. Such risks and
assumptions include, but are not limited to, Prometic's ability to successfully pursue, and secure sufficient funds and
resources to pursue research and development (“R&D”) projects to develop, to successfully complete clinical studies
in a timely manner, to secure regulatory approval, to manufacture, commercialize value-added pharmaceutical
products, and our ability to take advantage of business opportunities in the pharmaceutical industry; reliance on key
personnel, collaborative partners and third parties, our patents and proprietary technology, our ability to access capital,
the use of certain hazardous materials, the availability and sources of raw materials, currency fluctuations, the value of
our intangible assets, negative operating cash flows, legal proceedings, uncertainties related to the regulatory process,
general changes in economic conditions and other risks related to Prometic’s industry. More detailed assessment of
the risks that could cause actual events or results to materially differ from our current expectations can be found in the
Annual Information Form under the heading “Risks and Uncertainties Related to Prometic’s Business”.
Although Prometic has attempted to identify important factors that could cause actual actions, events or results to differ
materially from those described in forward-looking statements, there may be other factors that cause actions, events
or results not to be as anticipated, estimated or intended. Therefore, there can be no assurance that forward-looking
statements will prove to be accurate as actual results and future events could differ materially from those anticipated in
such statements. Accordingly, the reader should not place undue reliance on forward-looking statements.
As a result, Prometic cannot guarantee that any forward-looking statement will materialize. Prometic assumes no
obligation to update any forward-looking statement even if new information becomes available, as a result of future
events or for any other reason, unless required by applicable securities laws and regulations.
Prometic (TSX symbol: PLI) (OTCQX symbol: PFSCF) is a clinical-stage biotechnology company focused on the
discovery and development of innovative medicines against novel biologic targets for diseases in patients with serious
unmet needs. The Company’s primary research focus has been based on our understanding of several orphan G
protein-coupled receptors (GPR’s) known as free fatty acid receptors (FFAR’s). FFAR’s are being evaluated as novel
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therapeutic targets for a variety of inflammatory, fibrotic and metabolic diseases in an emerging field known as immunometabolism. The Company is specifically focused on liver, respiratory and renal therapeutic areas, primarily in rare or
orphan diseases.
Our lead small molecule, PBI-4050, is preparing to enter pivotal Phase 3 clinical studies for the treatment of Alström
syndrome, an ultrarare genetic condition of systemic fibrosis. The Company has also explored PBI-4050 in a number
of other inflammatory, fibrotic and metabolic conditions in non-clinical and clinical studies. Our second drug candidate,
PBI-4547, is preparing to enter Phase 1 clinical studies to establish safety and tolerability in humans.
The Company also operates two other businesses. Our plasma-derived therapeutic business leverages Prometic’s
experience in bioseparation technologies used to isolate and purify biopharmaceuticals from human plasma. The
Company’s primary goal with respect to this business is to address unmet medical needs with therapeutic proteins not
currently commercially available, such as Ryplazim™ (plasminogen) (“Ryplazim™”). Prometic is currently preparing to
submit an amendment to its Biologic License Application (“BLA”) with the United States (“U.S.”) Food and Drug
Administration (“FDA”) seeking approval to market Ryplazim™ to treat congenital plasminogen deficiency (”PLDG”).
Prometic also operates a bioseparations business in the United Kingdom (“U.K.”) and the Isle of Man (“IoM”) which
provides access to its proprietary bioseparation technologies and products to enable pharmaceutical companies in their
production of non-competing biopharmaceuticals. Recognized as a bioseparations expert, the Company derives
revenue from this activity through sales of chromatography media and packed columns which contributes to offset the
costs of its own R&D investments.
Prometic has active business operations and employees working in Canada, the U.S., the IoM and the U.K.

BUSINESS UPDATE
Financing
On April 23, 2019 Prometic entered into a series of related arrangements to restructure Prometic’s outstanding
indebtedness, reduce its interest and certain other payment obligations, and raise sufficient cash to build a robust
balance-sheet for the next phase of Prometic’s development (collectively the “Refinancing Transactions”).
•

$115 million aggregate gross proceeds were raised through a combination of a private placement offering of
common shares led by Consonance Capital Management (“Consonance”) and a concurrent equity rights
offering (“Rights Offering”) to shareholders of Prometic at a price of $0.01521 per common share (the
“Transaction Price”);
Approximately $229 million of the outstanding debt owned by Structured Alpha LP (“SALP”) was converted
•
into Common Shares at the Transaction Price, comprising all but $10 million of SALP’s outstanding debt; and
the adjustment of the per warrant exercise price of certain outstanding Common Share purchase warrants of Prometic
held by SALP to the Transaction Price (the "Warrant Repricing").
The Refinancing Transactions were a result of the increasingly challenging financial and business conditions faced by
Prometic in the last year, including its inability to raise sufficient equity, equity-linked or debt financing to fully fund
execution of its business plan and delays in the regulatory approval and commercialization of RyplazimTM, all while
undertaking significant research and development expenditures in the pursuit of its drug discovery platforms as well as
maintaining a manufacturing infrastructure to allow Prometic to move toward the approval of Ryplazim™. These
challenges, including the resulting financing overhang, precipitated a continuing deterioration in the price of Prometic’s
Common Shares on the TSX, which was further exacerbated by the removal in June 2018 of Prometic’s Common
Shares from the S&P/TSX Composite Index. The decision to proceed with the Refinancing Transactions followed
several previously announced measures to manage Prometic through difficult financial and business conditions and
the consideration and review by the Board of numerous alternatives to increase shareholder value, ensure the funding
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of Prometic’s drug candidates, service and repay its outstanding credit facilities and decrease its debt to equity leverage
levels, which levels had been a major barrier to Prometic securing required financing.
Over the course of 2018, Prometic pursued sources of non-dilutive funding, including potential commercial and
partnering transactions to strengthen its financial position. During this period, Prometic also pursued equity and equityrelated financing initiatives with multiple financial institutions, including U.S. and Canadian investment banking firms,
institutional investors, public sector pension plans and financial institutions. Since 2018, Prometic has been
unsuccessful in obtaining any capital from these initiatives. Despite such efforts, other than the limited use of an at-themarket (“ATM”) equity distribution agreement with Canaccord Genuity Corp, Prometic’s sole source of financing for
nearly two years had been from its main secured creditor, SALP, through several debt financings.
On December 19, 2018, Prometic’s previous Chief Executive Officer, Pierre Laurin, stepped down and the Board
appointed Professor Simon Best as interim Chief Executive Officer with a specific mandate to restructure Prometic’s
operations and optimize its capital structure, including the identification of options available to Prometic in light of its
financial difficulties and the evaluation of various financing alternatives for Prometic.
In early 2019, Management and the Board met several times to review Prometic's capital structure and liquidity.
Throughout this period, the combination of volatile capital markets, difficult operating conditions, delays in obtaining
FDA approval for the RyplazimTM BLA, the size of SALP’s existing debt position and its associated security rights,
combined with the continued sliding share price, made it impossible for Prometic to raise equity, equity-linked or
additional debt financing.
In February 2019, Prometic retained Lazard Frères & Co LLC ("Lazard"), a global financial advisory and asset
management firm, to review and execute two key strategic transactions for Prometic, one of which was to secure a
licensing partnership for one of Prometic’s late-stage assets and the other was to effect the trade-sale of some of
Prometic’s non-core assets. Lazard has made promising initial progress in building competitive processes for both of
these potential transactions. The Company has not set a timetable for this process, and there can be no assurance
that a transaction will be entered into or consummated, or, if a transaction is undertaken, as to its terms, structure or
timing. The Company does not expect to make further public comment regarding these matters unless and until the
Board has approved a specific transaction or has concluded its review of strategic alternatives.
After having exhausted all available alternatives, in February 2019 Prometic and SALP initiated discussions to
restructure Prometic’s indebtedness to SALP in conjunction with a new equity financing which would reduce Prometic’s
debt obligations.
On February 15, 2019, the Board formed a Special Committee (the “Special Committee”) composed of independent
directors, free from interest in the Debt Conversion, the Warrant Repricing or the Private Placement and unrelated to
the parties involved in these transactions, to oversee Prometic's review of strategic alternatives in the best interest of
the company, which includes the Refinancing Transactions and any other potential joint venture, strategic alliance,
other merger and acquisition, or capital markets transaction.
The Board, management of Prometic and the Special Committee, with the assistance of their legal and financial
advisors, considered a number of alternatives including non-core asset sales, cost reductions, revenue enhancements,
refinancing or repayment of debt and the issuance of new debt or equity and other strategic alternatives, including a
potential sale of Prometic. In addition, Prometic retained Stifel and Raymond James to act as co-financial advisors and
co-financing agents to Prometic in connection with the Private Placement.
The Special Committee reviewed the terms of the Refinancing Transactions and determined that they were in the best
interest of Prometic, including the decision to rely on the financial hardship exemption. This decision was made after
considering and reviewing all of the circumstances currently surrounding Prometic and the Refinancing Transactions,
including: (i) Prometic’s current financial situation and urgent capital requirements; (ii) the fact that the Refinancing
Transactions was the only financing option available to Prometic at the present time; and (iii) all other relevant factors
available to the Special Committee. The Special Committee unanimously determined that: Prometic was in serious
financial difficulty; the Refinancing Transactions were designed to improve the financial condition of Prometic; and the
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terms of the Refinancing Transactions were reasonable in the circumstances of Prometic In making these
determinations, no member of the Special Committee expressed any materially contrary view or abstained from voting
in respect of the Refinancing Transactions.
Given the fact that the Company had limited financial resources and had been presented with a limited opportunity to
complete the Debt Conversion, the Warrant Repricing and the Private Placement, the Company believed that it did not
have either adequate financial resources or time available to seek security holder approval prior to the completion of
these transactions, and that the Refinancing Transactions would not have been available (or available on commercially
acceptable terms) after the period of time necessary to convene and hold a meeting of security holders.
As part of this comprehensive process, the following have been designated as the highest near-term priorities for 2019:
•
•
•
•
•

The earliest possible submission of responses to address the FDA questions about the RyplazimTM BLA
The filing and approval of an Investigational New Drug application (“IND”) to enable the commencement of
pivotal phase 3 clinical studies of PBI-4050 in Alström Syndrome
The signing of out-licensing and partnering agreements for late stage assets and/or the monetization of noncore assets
Raising of additional capital; and
Completing the process to list Prometic shares on NASDAQ.

On July 2, 2019, In anticipation of potentially filing an application for trading the Company’s common shares on
NASDAQ, Prometic announced the consolidation of the Company’s issued and outstanding common shares on the
basis of one (1) post-consolidation Common Share for every one thousand (1,000) pre-consolidation Common Shares
(the "Consolidation"). This consolidation was approved at the special meeting of the common shareholders of the
Company held on June 19, 2019 and commenced trading on the TSX on a post-consolidation basis at the open of
trading on July 5, 2019.

Board and senior management changes
On April 23, 2019, Prometic announced the appointment of Stefan Clulow, Managing Director and Chief Investment
Officer of Thomvest Asset Management, as Chair of Prometic's Board of Directors and Kenneth Galbraith as Chief
Executive Officer. Concurrent with these leadership changes, Professor Simon Best was appointed Prometic's Lead
Independent Director, and Dr. Benny Soffer, of Consonance, designated as a Prometic board observer.
On May 8, 2019, Prometic announced the appointment of Dr. Gary Bridger, Mr. Timothy Wach and Mr. Neil Klompas
to the Board of Directors. These new Board members as well as Professor Simon Best, Stefan Clulow, Kenneth
Galbraith and Zachary Newton were included as nominees for election to the Board of Directors by shareholders at the
Annual General and Special Meeting of the shareholders, which took place in Montreal, Québec, Canada on June 19,
2019.
Effective September 1, 2019, Ms. Murielle Lortie, currently Vice President - Finance, will be promoted to Chief Financial
Officer of the Company and Ms. Marie Iskra, currently Associate General Counsel, will be promoted to General Counsel
for the Company. Mr. Patrick Sartore and Mr. Bruce Pritchard will continue to focus on their roles as Chief Operating
Officer, North America and Chief Operating Officer, International, respectively.

Business Segments
Prometic’s current operations are primarily focused on the development of small molecule therapeutics against a group
of related GPR’s to treat inflammation, fibrosis and metabolic diseases. The Company also operates two integrated
businesses in plasma-derived therapeutics and bioseparations. The following provides more detail on each of these
segments.
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Small molecule therapeutics segment
The Small molecule therapeutics segment is developing drugs against a group of free fatty acid receptors (FFAR1 to
4) and the related GPR84 in an emerging field known as immune-metabolism. The Company’s research is focused on
inflammatory, fibrotic and metabolic conditions in patients with liver, respiratory or renal disease, with an emphasis on
rare or orphan diseases.

Fibrosis and Mechanism of Action
Following an injury, the body has the ability to repair damaged tissues. However, if an injury is chronic or recurrent in
nature, healthy tissue regeneration may not be possible and will be replaced by aberrant fibrotic processes or fibrosis.
Fibrosis is characterized by the excessive accumulation of extracellular matrix (“ECM”) in damaged or inflamed tissues
and is a common pathological outcome of many inflammatory and metabolic diseases. Numerous clinical conditions
can lead to organ fibrosis and loss of organ function; in many cases persistent inflammation leads to the aberrant
fibrotic response. The production of various profibrotic cytokines and growth factors by inflammatory cells such as
macrophages results in the recruitment and activation of ECM-producing myofibroblasts. There is currently a major
unmet need for therapies that are able to effectively target the pathophysiological pathways involved in fibrosis.
Notable examples of medical conditions where fibrosis is central to loss of organ function include Alström Syndrome
(“ALMS”), Nonalcoholic steatohepatitis (“NASH”), Idiopathic Pulmonary Fibrosis (“IPF”) and Chronic kidney disease
(“CKD”).
Prometic has demonstrated that the “up-regulation” of receptor GPR40 concomitant with the “down-regulation” of
receptor GPR84 promotes the normal healing process as opposed to promoting the fibrotic process. Prometic’s drug
candidates have a dual mode-of-action as agonists (“stimulators”) of GPR40 and antagonists (“inhibitors”) of GPR84.
A number of manuscripts have been submitted for publication now that the Company has filed a sufficiently broad range
of patents to fully protect its portfolio of drug candidates that modulate these two receptors. The first manuscript entitled
“A Newly Discovered Antifibrotic Pathway Regulated by Two Fatty Acid Receptors: GPR40 and GPR84” was published
on February 16, 2018 in the American Journal of Pathology. Other peer-reviewed articles recently published include
manuscripts entitled “Fatty acid receptor modulator PBI-4050 inhibits kidney fibrosis and improves glycemic control”
published in the Journal of Clinical Investigation on May 17, 2018 and “PBI-4050 reduces stellate cell activation and
liver fibrosis through modulation of intracellular ATP levels and LKB1-AMPK-Mtor pathway” published on August 9,
2018 in the Journal of Pharmacology and Experimental Therapeutics.
The clinical activity of our small molecules, such as PBI-4050, has been observed in over 30 different preclinical models
performed by the Company and by other institutions using PBI-4050 in their own animal models, including Vanderbilt
University, University of Ottawa, Université de Montréal, McMaster University and the Montreal Heart Institute. PBI4050 has also successfully completed three separate phase 2 clinical studies supporting the translation of such results
into biologic activity in humans. While the Small molecule therapeutics segment has several promising drug candidates,
management has thus far focused its efforts on the lead drug, PBI-4050, which has been tested in approximately 250
healthy volunteers and human subjects.

PBI-4050 - Regulatory Designations
PBI-4050 has been granted Orphan Drug Designation by the FDA and the European Medicines Agency (“EMA”) for
the treatment of ALMS as well as for the treatment of IPF. PBI-4050 has also been granted a Promising Innovative
Medicine (“PIM”) designation in the U.K. by the Medicines and Healthcare products Regulatory Agency (“MHRA”) for
the treatment of IPF and ALMS. Additionally, PBI-4050 has also been granted rare pediatric disease designation by
the FDA for the treatment of ALMS, which makes it potentially eligible to receive a priority review voucher (“PRV”) upon
regulatory approval by the FDA.

PBI 4050 - Alström Syndrome
The Company’s current focus is on the development of its lead drug, PBI-4050, for the treatment of ALMS. According
to the National Organization for Rare Disorders (“NORD”), this severe fibrosis condition affects approximately 1,200
patients globally and therefore the clinical program under discussion with the regulatory agencies will be pursued by
Prometic independently.
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ALMS is a rare inherited autosomal recessive syndrome characterized by the onset of obesity in childhood or
adolescence of type 2 diabetes, often with severe insulin resistance, dyslipidemia, hypertension and severe multi-organ
fibrosis, involving the heart, liver, and kidney. The most common cause of death is heart failure with dilated
cardiomyopathy due to progressive cardiac fibrosis, while fibrosis leading to liver failure is also responsible for a large
number of deaths. ALMS is also characterized by a progressive loss of vision and hearing and by short stature. Prometic
is currently investigating the effects of PBI-4050 in ALMS patients in an open label, Phase 2 clinical study in the U.K.
ALMS includes many of the features of metabolic syndrome, including obesity, Type 2 diabetes with insulin resistance,
liver steatosis (“fatty liver”), and liver fibrosis. Non-alcoholic fatty liver disease (“NAFLD”) is the manifestation of
metabolic syndrome in the liver. Due to a worldwide obesity epidemic, NAFLD now affects 20–30% of the global
population. Only a small minority of patients with NAFLD will develop more aggressive liver diseases with inflammation
and fibrosis, such as NASH, however since the number of patients with NAFLD is so large, NASH has become the
most common cause of severe liver disease worldwide. In ALMS, the progression of liver steatosis to fibrosis is much
more aggressive than in “typical” metabolic syndrome patients.
The on-going ALMS study is an open-label, single-arm, phase 2 clinical study at Queen Elizabeth Hospital, Birmingham,
which is the specialty center for ALMS in the U.K. The patients are treated with PBI-4050 (800 mg) once daily and
undergo intensive investigation to document the effects of PBI-4050 on the progressive organ fibrosis, including
magnetic resonance imaging of the liver and of the heart. Each patient is evaluated against their individual results at
study entry, as well as against their historical trend when available. The study initially enrolled 12 patients, eight of
whom are continuing in the study. With continuing review of the study results, the Data Safety Monitoring Board
(“DSMB”) and the MHRA have agreed to multiple extensions of the study. All eight subjects have now completed more
than 2 years of treatment with PBI-4050. In addition to preliminary evidence of clinical efficacy observed on liver fibrosis,
the analysis of interim cardiac MRI data also indicates a reduction of cardiac fibrosis. PBI-4050’s safety and tolerability
profile has been observed in clinical data over this extended period without any serious drug related adverse events
recorded.
The Company has met with the FDA and EMA to present the results of the study and to discuss the regulatory pathway
and is now actively working with specialist ALMS centers and with ALMS patient advocacy groups in the U.S. and
Europe with a plan to commence its PBI-4050 treatment of ALMS pivotal phase 3 study in in the near future.

PBI-4050 – Other Indications
Liver steatosis (fatty liver) is very common in ALMS subjects from childhood onwards and has a high rate of progression
to liver fibrosis much higher than the rate seen in the general population with typical metabolic syndrome and NAFLD
progressing to fibrosis NASH. The Company has reviewed the results obtained in the ongoing open-label phase 2
studies of PBI-4050 in ALMS and believes that these results suggest a potential benefit of PBI-4050 in NASH patients.
In 2018, Prometic completed a Phase 2 clinical study of PBI-4050 in patients with IPF, as monotherapy and in
combination with approved therapies.
In addition, the Company continues to explore other potential indications for PBI-4050 in future clinical studies.

Advancing analogue PBI-4547 into Clinical Development
The Company is planning to initiate phase 1 clinical studies of its next small molecule, PBI-4547. In preclinical studies,
PBI-4547 has been demonstrated to address many of the fundamental aspects of metabolic syndrome. Among other
actions, it encourages ß-oxidation of fatty acids, thus leading to fat being “burned” rather than laid down as
subcutaneous or visceral fat.
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Plasma-derived therapeutics segment
The Plasma-derived therapeutics segment includes our proprietary plasma-derived therapeutics platform, which
enables the development of our pipeline of biopharmaceutical candidates. This is achieved by leveraging our
proprietary affinity ligand technology, which enables a highly efficient extraction and purification process of therapeutic
proteins from human plasma.

The Company’s primary goal with respect to this platform is to develop and launch treatments for unmet medical
needs and rare diseases via therapeutic proteins not currently commercially available, such as Ryplazim™.
Ryplazim™ is the first biopharmaceutical expected to be launched commercially pending the review and approval of
its BLA by the FDA. Ryplazim™ has been granted Orphan Drug designation by both the FDA and the EMA for the
treatment of PLDG deficiency and has also been granted Fast Track status by the FDA.
Ryplazim™ has been granted a rare pediatric disease designation by the FDA for the treatment of congenital
plasminogen deficiency which also makes it eligible to potentially receive PRV upon regulatory approval.

Lead Drug Product Candidate – Ryplazim™
Ryplazim™ for the treatment of congenital plasminogen deficiency is the first biopharmaceutical expected to be
launched commercially pending the review and approval of the amendments to its BLA required by the FDA following
receipt of a Complete Response Letter, in April 2018, to the original BLA. The Company expects to file the BLA
amendment in H1 2020.
Plasminogen is a naturally occurring protein that is synthesized by the liver and circulates in the blood. Activated
plasminogen, plasmin, is a fundamental component of the fibrinolytic system and is the main enzyme involved in the
lysis of blood clots and clearance of extravasated fibrin. Plasminogen is therefore vital in wound healing, and has other
important functions in cell migration, tissue remodeling, angiogenesis, and embryogenesis.
The most common and visible lesion associated with plasminogen deficiency is ligneous conjunctivitis, which is
characterized by thick, woody (ligneous) growths on the conjunctiva of the eye, and if left untreated, can lead to corneal
damage and blindness. Ligneous growths tend to recur after surgical excision, thereby requiring multiple surgeries.
While ligneous conjunctivitis is the most common lesion, congenital plasminogen deficiency is a multi-system disease
that can also affect the ears, sinuses, tracheobronchial tree, genitourinary tract, and gingiva. Tracheobronchial lesions
can result in respiratory failure. Hydrocephalus has also been reported in children with severe hypoplasminogenemia,
apparently related to the deposition of fibrin in the cerebral ventricular system.
Patients with PLDG have a life-long inability to produce sufficient plasminogen. However, patients who have normal
plasminogen levels may develop an acute, acquired deficiency when they suffer certain acute illnesses. Our first priority
is to provide a treatment for PLDG deficiency and once commercially approved, to explore other indications for the
same IV formulation of RyplazimTM such as acquired plasminogen deficiency in critical care settings such as
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thrombolytic disorders, acute exacerbations in IPF and ex-vivo applications such as the conditioning of donor organs
prior to transplantation.
There is also significant further potential to leverage the same plasminogen active pharmaceutical ingredient as an
injectable sub-cutaneous formulation to promote the healing of hard-to-treat wounds such as chronic tympanic
membrane perforations.
In a pivotal phase 2/3 clinical trial for the treatment of PLDG, RyplazimTM met its primary and secondary endpoints
following the intravenous (“IV”) administration of Ryplazim™ to 10 patients for 12 weeks. In addition to being well
tolerated and without any drug related serious adverse events, the phase 2/3 clinical trial achieved a 100% success
rate for its primary end point, namely, a targeted increase in the plasma level of plasminogen immediately prior to the
next infusion (“trough level”). Moreover, clinical data observed indicate that all patients who had active visible lesions
when enrolled in the trial had complete healing of all lesions within weeks of treatment, a 100% patient response rate
for this critical secondary end point.
Repeated IV doses of 6.6mg/kg of RyplazimTM demonstrated excellent efficacy in the resolution of lesions due to
PLGD with no recurrences or new lesions while on replacement therapy for 48 weeks, with no safety concerns.
On March 28, 2018, Prometic provided an update on the status of the FDA review of its BLA for Ryplazim™, and
subsequently the FDA issued a Complete Response Letter (“CRL”).
The FDA identified the need for Prometic to make a number of changes in the Chemistry Manufacturing and Controls
(“CMC”) section. These require the implementation and validation of additional analytical assays and “in-process
controls” in the manufacturing process of Ryplazim™. Once completed and validated, Prometic is required to
manufacture additional Ryplazim™ conformance batches to confirm the effectiveness of these process changes.
The FDA has indicated that the submission of the amended BLA for Ryplazim will not impact the previously granted
designations, including the Priority Review Status, the Orphan Drug Designation and the Rare Pediatric Disease
Designation for Ryplazim™ for the treatment of PLDG.
The Company announced in October 2018 the successful completion of a Type C meeting during which the FDA agreed
with its proposed action plan for the implementation of additional analytical assays and in-process controls related to
RyplazimTM manufacturing process. As a result of the feedback received during that Type C meeting, the Company has
finalized the Process Performance Qualification (“PPQ”) protocol required for the manufacturing of RyplazimTM
conformance lots. The Company continues to interact with the FDA regarding the filing of its amended BLA. It has also
engaged external consultants to assist with this process.
The critical path towards regulatory approval for RyplazimTM in the U.S. is as follows:
1.
2.
3.
4.
5.
6.
7.

Development and validation of new analytical assays and in-process controls (complete)
Finalization of PPQ protocol (complete)
Manufacturing of additional conformance lots (complete)
Fill & Finish at external Contract Manufacturing Organization (“CMO”) (in process)
Data analysis & preparation of required documents for FDA (in process)
Regulatory filing of BLA amendment documents – now likely to take place in H1 2020
Anticipated new PDUFA date after acceptance of the amended BLA

Other Plasma-Derived Therapeutics
Prometic has developed processes to recover and purify several other proteins, including from plasma including IV
Immunoglobulin (“IVIG”), however, given the market opportunity of Ryplazim™, activities on other proteins has been
suspended.

15

Bioseparations segment
Prometic’s Bioseparations segment is known for its expertise in bioseparation, specifically for large-scale purification
of biologics and the elimination of pathogens. These technologies are being used by several industry leaders. Prometic
has also leveraged its own industry leading affinity technology to develop a highly efficient extraction and purification
process of therapeutic proteins from human plasma in order to develop best-in-class therapeutics. The Bioseparations
segment supplies its chromatography products and services to the Plasma-derived therapeutics segment and also to
our licensees and other third-party customers. The Prometic Bioseparations segment 2018 sales exceeded $21 million,
which represents a 35% increase over 2017 revenues, and the Company anticipates further moderate revenue growth
for 2019.
This growth is due to a number of factors, including the expansion of manufacturing activities by existing clients who
utilize Prometic’s products in their production processes, the adoption of products by new clients, the introduction of
new products, and the continuing expansion of the market for bioseparation products. The ongoing manufacturing
expansion of the Isle of Man facility will enable the company to manufacture over 35,000 liters of chromatography
adsorbents annually, with a potential sales value exceeding $133 million per annum. This additional manufacturing
capacity will be used to meet the growing demand for the segment’s products, and to provide the resins required for
Prometic’s own plasma protein manufacturing operations.
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FINANCIAL PERFORMANCE
Amounts in tables are expressed in thousands of Canadian dollars, except per share amounts.

Results of operations
The consolidated statement of operations for the quarter and the six months ended June 30, 2019 compared to the
same periods in 2018 are presented in the following table.
Quarter ended June 30,
2019
2018
Revenues

$

Expenses
Cost of sales and other production expenses
Research and development expenses
Administration, selling and marketing expenses
Loss (gain) on foreign exchange
Finance costs
Loss on extinguishments of liabilities
Change in fair value of financial instruments
measured at fair value through profit or loss
Net loss before income taxes

(132,464)

(133,703)

$

(33,489)

(133,617)
(86)

(33,067)

$

24,447

21,172
46,420
14,647
2,069
9,575
-

(1,140)
$

(422)
(422)
$

16,985

8,233
43,349
26,234
(1,676)
10,909
92,374

$

1,239
1,239
$

20,155

16,406
24,004
6,944
958
5,332
-

(1,369)
$

Net loss attributable to:
Owners of the parent
Non-controlling interests

Loss per share
Attributable to the owners of the parent
Basic and diluted 1)
Weighted average number of
outstanding shares (in thousands) 1)

$

3,881
24,157
18,590
107
3,556
92,294

Income tax loss (recovery):
Current
Deferred
Net loss

8,752

Six months ended June 30,
2019
2018

(161,298)

$

1,239
1,239
$

(32,270)
(797)

(162,537)

(69,436)

(1)
(1,753)
(1,754)
$

(161,753)
(784)

(67,682)

(63,941)
(3,741)

$

(133,703)

$

(33,067)

$

(162,537)

$

(67,682)

$

(8.12)

$

(38.97)

$

(18.61)

$

(77.41)

16,451

828

8,692

826

1)

Refer to the section on subsequent event regarding the calculation of the loss per share and the weighted average number of
shares outstanding.

Revenues
Total revenues for the six months ended June 30, 2019 were $17.0 million compared to $24.4 million during the
comparative period of 2018 which represents a decrease of $7.5 million. Total revenues for the quarter ended
June 30, 2019 were $8.8 million compared to $20.2 million during the comparative period of 2018 which represents a
decrease of $11.4 million. Revenues in 2019 and 2018 were mainly driven by sales of product.

17

The following table provides the breakdown of total revenues by source for the quarter and the six months ended
June 30, 2019 compared to the corresponding periods in 2018:
Quarter ended June 30,
2019
2018
Revenues from the sale of goods
Revenues from the rendering of services
Rental revenue

Six months ended June 30,
2019
2018

$

8,392
328
32

$

19,690
329
136

$

16,147
771
67

$

23,479
579
389

$

8,752

$

20,155

$

16,985

$

24,447

Revenues from the sale of goods were $16.1 million during the six months ended June 30, 2019 compared to
$23.5 million during the corresponding period of 2018, representing a decrease of $7.3 million. The decrease is mainly
due to $13.8 million less sales of excess normal source plasma as a result of the change in production forecasts due
to the delay of the BLA approval for RyplazimTM. This decrease was partially offset by an increase in sales of specialty
plasma collected at our plasma collection center in Winnipeg by $2.0 million and in sales from our Bioseparations
products by $4.4 million compared to the six months ended June 30, 2018.
Revenues from the sale of goods were $8.4 million during the quarter ended June 30, 2019 compared to $19.7 million
during the corresponding period of 2018, representing a decrease of $11.3 million. The decrease is due to the decrease
in sales of excess normal source plasma inventory and was partially offset by an increase in sales from our
Bioseparations products by $2.3 million.
Cost of sales and other production expenses
Cost of sales and other production expenses were $8.2 million during the six months ended June 30, 2019 compared
to $21.2 million for the corresponding period in 2018, representing a decrease of $12.9 million. Cost of sales and other
production expenses were $3.9 million during the quarter ended June 30, 2019 compared to $16.4 million for the
corresponding period in 2018, representing a decrease of $12.5 million. This statement of operation caption includes
the cost of the inventory sold, as well as non-capitalizable overhead related to commercial inventory and inventory
write-downs. The decrease in cost of sales and other production expenses, is mainly driven by changes in the volume
of sales of goods. Margins were significantly higher in 2019 since the comparative period includes a large sale of normal
source plasma which was sold at a price $1.5 million below its carrying amount on the statement of financial position.
Revenues from the sale of goods is composed of different products and the margins on individual products vary
significantly. Several bioseparations products may not be produced or sold on a yearly basis and some products are
produced in varying batch sizes. This creates volatility in sales, cost of goods sold and the resulting margins from period
to period.
Research and development expenses
The R&D expenses for the quarter and the six months ended June 30, 2019 compared to the same periods in 2018,
broken down into its two main components, are presented in the following table:
Quarter ended June 30,
2019
2018

Six months ended June 30,
2019
2018

Manufacturing and purchase cost of therapeutics
used for R&D activities

$

Other research and development expenses
Total research and development expenses

11,764

$

12,393
$

24,157

10,935

$

13,069
$

24,004

20,981

$

22,368
$

43,349

17,919
28,501

$

46,420

R&D expenses were $43.3 million during the six months ended June 30, 2019 compared to $46.4 million for the
corresponding period in 2018, representing a decrease of $3.1 million. R&D expenses were $24.2 million during the
quarter ended June 30, 2019 compared to $24.0 million for the corresponding period in 2018, representing a slight
increase of $0.2 million.
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R&D expenses include the cost to manufacture plasma-derived therapeutics and small molecule therapeutics for use
in clinical trial studies, to supply clinical trial patients until commercially approved product is available, and for the
development of our production processes of RyplazimTM in preparation of filing an amended BLA. The plasma-derived
therapeutics are produced at the Laval plant and the Winnipeg contract manufacturing organization (“CMO”) while the
small molecule therapeutics are manufactured by third party CMOs for Prometic. The manufacturing and purchase cost
of these therapeutics was $21.0 million during the six months ended June 30, 2019 compared to $17.9 million during
the comparative period in 2018, representing an increase of $3.1 million, while the manufacturing and purchase cost
of these therapeutics was $11.8 million during the quarter ended June 30, 2019 compared to $10.9 million during the
quarter ended June 30, 2018.
There was no commercial production of plasma-derived therapeutics in 2018 and 2019 as the focus was on addressing
comments received by the FDA following their audit at the end of 2017 and therefore, cost of manufacturing activities
were classified as R&D expenses.
Other R&D expenses were $22.4 million during the six months ended June 30, 2019 compared to $28.5 million for the
corresponding period in 2018, a decrease of $6.1 million. The decrease is mainly due to the reduction in clinical trial
expenses of $4.3 million and pre-clinical studies of $1.3 million as the IVIG primary immunodeficiencies phase 3 clinical
trial nears completion and the spending relating to the plasminogen congential deficiency clinical trial and the validation
of analytical assays and in-process controls in the manufacturing of RyplazimTM has decreased. Salaries decreased by
$1.6 million due to reduction of headcount accompanied by a reduction of general operating expenses. These
decreases were partially offset by the increase in share-based compensation of $4.5 million compared to comparative
period in 2018.
Other R&D expenses were $12.4 million during the quarter ended June 30, 2019 compared to $13.1 million for the
corresponding period in 2018, a decrease of $0.7 million. The decrease is mainly due to reduction in salaries, preclinical and clinical trial activity in both the plasma-derived therapeutics and small molecule segments as well as a
reduction in spending relating to the validation of analytical assays and in-process controls in the manufacturing of
RyplazimTM, which was mostly offset by an increase of $4.2 million increase in shared-based payment expense
recognized in the period over the comparative period which was almost fully offset by the reduction in salaries, preclinical and clinical trial activity in both the plasma-derived therapeutics and small molecule segments as well as a
reduction in spending relating to the validation of analytical assays and in-process controls in the manufacturing of
RyplazimTM.
Administration, selling and marketing expenses
Administration, selling and marketing expenses were $26.2 million during the six months ended June 30, 2019
compared to $14.6 million for the corresponding period in 2018, representing an increase of $11.6 million.
Administration, selling and marketing expenses were $18.6 million during the quarter ended June 30, 2019 compared
to $6.9 million for the corresponding period in 2018, representing an increase of $11.6 million. These increases are
mainly attributable to the increase in share-based payments expense for the quarter ended and the six months ended
June 30, 2019 of $9.4 million and $9.6 million, respectively.
Share-based payments expense
Share-based payments expense represents the expense recorded as a result of stock options and restricted stock units
issued to employees and board members. This expense has been recorded as follows:
Quarter ended June 30,
2019
2018
Cost of sales and other production expenses
Research and development expenses
Administration, selling and marketing expenses

Six months ended June 30,
2019
2018

$

88
5,080
9,729

$

37
322
347

$

88
5,772
10,569

$

91
792
943

$

14,897

$

706

$

16,429

$

1,826

Share-based payments expense was $16.4 million during the six months ended June 30, 2019 compared to $1.8 million
during the corresponding period of 2018, representing an increase of $14.6 million. Share-based payments expense
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was $14.9 million during the quarter ended June 30, 2019 compared to $0.7 million during the corresponding period of
2018, representing an increase of $14.2 million.
During 2019, the Company made significant changes to its long-term equity incentive plan to ensure alignment with
performance and building shareholder value, and attraction and retention of key employees to drive the Company’s
future growth. The following important changes were made:
•
•
•

the cancellation in June 2019 of the outstanding options for active employees in return for the issuance of new
vested options having an exercise price reflecting the share price at the time of the grant;
the modification of the outstanding performance-based restricted share units (“RSU”) into time-vesting RSU;
and
the issuance of the annual stock option grant to employees and executives. The vesting terms have been
changed from those set in the recent years, especially at the executive level; a portion of the executive grants
vested immediately while the overall vesting period was extended up to a period of 6 years.

Some of these changes triggered an immediate or accelerated recognition of share-based compensation expense
during the quarter ended June 30, 2019. Further details of these changes and their accounting impact are provided in
note 16 to the condensed interim financial statements for the quarter and the six months ended June 30, 2019.
Finance costs
Finance costs were $10.9 million for the six months ended June 30, 2019 compared to $9.6 million during the
corresponding period of 2018, representing an increase of $1.3 million. This increase reflects the higher level of debt
during 2019, until the April 23, 2019 debt restructuring, compared to the same period of 2018. Finance costs were
$3.6 million for the quarter ended June 30, 2019 compared to $5.3 million during the corresponding period of 2018,
representing a decrease of $1.8 million. The decrease is mainly due to lower level of debt in the quarter ended
June 30, 2019 compared to the same period of 2018 since the debt restructuring on April 23, 2019.
The adoption of the new lease standard, IFRS 16, Leases (“IFRS 16”), at the beginning of 2019, under which lease
liabilities are recognized for the discounted value of the future lease payments at initial adoption and with interest
expense recognized over the term of each lease, is contributing to the increase of finance costs in 2019. The new
standard was adopted using the modified retrospective approach and as such, the 2018 figures are not restated.
Previously, the embedded interest component in each lease payment was recognized as part of the lease expense
included in the various functions presented in the statement of operations such as Cost of sales and other production
expenses, R&D and administration, selling and marketing. The interest expense over the lease liabilities was
$1.8 million and $3.6 million for the quarter and the six months ended June 30, 2019, respectively.
Loss on extinguishments of liabilities
Loss on extinguishments of liabilities were $92.3 million and $92.4 million for the quarter and the six months ended
June 30, 2019 respectively, principally as a result of the Company concluding a debt restructuring agreement on
April 23, 2019 with its major creditor SALP. The debt was reduced to $10.0 million plus interest due, in exchange for
the issuance of 15,050,312,371 common shares. The difference between the adjustment to the carrying value of the
loan of $141.5 million and the amount recorded for the shares issued of $228.9 million was recorded as a loss on
extinguishment of a loan of $87.4 million, this amount essentially representing the immediate recognition of the accreted
interest that would have otherwise been recognized as finance costs over the years until the maturity of the long-term
debt. Legal fees related to the debt restructuring of $0.6 million were also recognized as part of the loss on
extinguishments of liabilities.
The shares issued in relation with the debt restructuring contained trading restrictions and accordingly, the Company
determined that their quoted price did not fairly represent the value of the shares issued. As such, the issued shares
were recorded at fair value using a market approach under a level 2 fair value measurement of $0.01521 per share,
resulting in a value of the shares issued of $228,915. The fair value was based on a share issuance for cash on the
same date with a non-related party.
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The portion of the loan that was not settled was modified into an interest-bearing loan at 10% stated interest, payable
quarterly. The modification of the terms was treated as an extinguishment and the reissuance of a new loan for
accounting purposes. The difference between the carrying amount of the extinguished loan of $4.7 million and the fair
value of the new loan of $8.5 million was recorded as a loss on debt extinguishment of $3.9 million. The new loan has
a higher fair value mainly because it is an interest-bearing loan with regular interest payments while the previous loan
contained implicit interest in the face value payment due upon maturity and such interest was being accreted over the
life of the loan. The expense represents an immediate recognition of a portion of the unrecognized interest expense on
the old loan.
As part of the cost to complete the debt restructuring, the 168,735,308 warrants held by SALP (Warrants #1, 2, 8 and 9)
were cancelled and replaced with an equivalent number of Warrants #10 that will be exercisable at an exercise price
of $0.01521 per common share and expire on April 23, 2027. The increase in the fair value of the replacement warrants
compared to those cancelled of $0.4 million was recorded as part of the loss on extinguishment of liabilities.
Change in fair value of financial instruments measured at fair value through profit or loss
In November 2018, the Company issued Warrants #9 as part of the debt modification. The warrants didn’t meet the
definition of an equity instrument and were treated as a derivative which was measured at recurring fair value. The
change in fair value from December 31, 2018 to April 23, 2019 was a gain of $1.4 million. As part of the debt
restructuring, Warrants #9 were subsequently cancelled.
Income taxes
Current Income tax expense was $1.2 million for the quarter and six months ended June 30, 2019 with no such expense
recorded in the comparative periods in 2018. The increase in current income tax is due to the sheltering of an income
tax expense by the utilization of previously unrecognized non-refundable Federal R&D tax credits. Deferred income tax
recovery was $nil for the quarter and the six months ended June 30, 2019 compared to a recovery $0.4 million and
$1.8 million during both corresponding periods of 2018. The increase of this expense is mainly due to the assumption
that the Company will no longer be eligible for certain R&D tax credits in the U.K. following the change in control that
resulted after the debt restructuring in April 2019.
Net loss
The Company incurred a net loss of $162.5 million during the six months ended June 30, 2019 compared to a net loss
of $67.7 million for the corresponding period of 2018, representing an increase in the net loss of $94.9 million. The
Company incurred a net loss of $133.7 million during the quarter ended June 30, 2019 compared to a net loss of
$33.1 million for the corresponding period of 2018, representing an increase in the net loss of $100.6 million. This is
mainly driven by the impact of the loss on extinguishment of liabilities caused by the debt restructuring of $92.3 million
that occurred during the second quarter and the increase in the share-based payments expense of $14.2 million and
$14.6 million, for the quarter and six months ended June 30, 2019, respectively.
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Adjusted EBITDA analysis
The Adjusted EBITDA for the quarters and the six months ended June 30, 2019 and 2018 are presented in the following
table:
Quarter ended June 30,
2019
2018
Net loss

$

Adjustments to obtain Adjusted EBITDA
Loss (gain) on foreign exchange
Finance costs
Loss on extinguishments of liabilities
Change in fair value of financial instruments
measured at fair value through profit or loss
Income tax recovery
Depreciation and amortization
Share-based payments expense
Adjusted EBITDA

$

(133,703)

$

(33,067)

Six months ended June 30,
2019
2018
$

(162,537)

$

(67,682)

107
3,556
92,294

958
5,332
-

(1,676)
10,909
92,374

2,069
9,575
-

(1,369)
1,239
2,497
14,897

(422)
1,429
706

(1,140)
1,239
4,932
16,429

(1,754)
2,711
1,826

(20,482)

$

(25,064)

$

(39,470)

$

(53,255)

Adjusted EBITDA is a non-GAAP measure that is not defined or standardized under IFRS and it is unlikely to be
comparable to similar measures presented by other companies. The Company believes that Adjusted EBITDA provides
additional insight regarding cash used in operating activities on an on-going basis. It also reflects how management
analyzes performance and compares that performance against other companies. In addition, we believe that Adjusted
EBITDA is a useful measure as some investors and analysts use EBITDA and similar measures to compare the
Prometic against other companies. Adjusted EBITDA adjusts Net loss for the elements presented in the table above.
The comparability of the 2019 Adjusted EBITDA figures compared to those of 2018 have been impacted by the adoption
of IFRS 16. The effect of the adoption of IFRS 16 is discussed further in this MD&A under the section changes in
accounting policies. Since the lease component costs of lease agreements are now captured in the statement of
operations as depreciation of right-of-use assets and the interest component is now captured in financing costs, the
effect of IFRS 16 is to improve Adjusted EBITDA as these items are excluded from the computation. The 2018
comparative Adjusted EBITDA figures have not been changed for IFRS 16.
Total Adjusted EBITDA for the six months ended June 30, 2019 was $(39.5) million compared to $(53.3) million for the
comparative period of 2018, representing an increase in Adjusted EBITDA of $13.8 million. Total Adjusted EBITDA for
the quarter ended June 30, 2019 was $(20.5) million compared to $(25.1) million for the comparative period of 2018,
representing an increase in Adjusted EBITDA of $4.6 million. This is mainly due to the increase in margin from sales of
goods of $5.6 million and $1.2 for the six months and the quarter ended June 30, 2019 compared to the corresponding
periods in 2018. The removal of the depreciation of right-of-use assets of $2.4 million and the interest expense on the
lease liabilities of $3.6 million in the six months ended June 30, 2019 are other factors explaining the difference, noting
however that the comparison is limited as the accounting for leases is very different in each period. The increase is
also due to reduction in overall activity as a result of ongoing cost control measures.
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Segmented information analysis
For the six months ended June 30, 2019 and 2018
The profit (loss) for each segment and the net loss before income taxes for the total Company for the six months ended
June 30, 2019 and 2018 are presented in the following tables.
Small
molecule
therapeutics

For the six months ended June 30, 2019
External revenues
Intersegment revenues

$

Total revenues
Cost of sales and other production expenses
Manufacturing and purchase cost of therapeutics
used for R&D activities
R&D - Other expenses
Administration, selling and marketing expenses
Segment profit (loss)

$

Plasma-derived
therapeutics

Bioseparations

Reconciliation
to statement
of operations

Total

33 $
-

2,923 $
7

13,959 $
191

70 $
(198)

16,985
-

33

2,930

14,150

(128)

16,985

-

1,663

6,616

(46)

8,233

20
6,558
2,223

21,122
12,107
4,010

3,703
1,650

(161)
18,351

20,981
22,368
26,234

(8,768) $

(35,972) $

2,181 $

(18,272) $

Gain on foreign exchange
Finance costs
Loss on extinguishments of liabilities
Change in fair value of financial instruments
measured at fair value through profit or loss

(1,676)
10,909
92,374
(1,140)

Net loss before income taxes
Other information
Depreciation and amortization
Share-based payment expense

$

$

363 $
3,787

Small
molecule
therapeutics

For the six months ended June 30, 2018
External revenues
Intersegment revenues

(60,831)

Plasma-derived
therapeutics

642 $
239

Bioseparations

304 $
8,933

Reconciliation
to statement
of operations

4,932
16,429

Total

- $
-

14,961 $
14

9,416 $
319

70 $
(333)

24,447
-

Total revenues

-

14,975

9,735

(263)

24,447

Cost of sales and other production expenses
Manufacturing and purchase cost of therapeutics
used for R&D activities
R&D - Other expenses
Administration, selling and marketing expenses

-

16,531

4,795

(154)

21,172

1,751
7,481
1,812

16,292
17,623
5,719

3,397
1,502

(124)
5,614

17,919
28,501
14,647

Segment profit (loss)

$

3,623 $
3,470

(161,298)

$

(11,044) $

(41,190) $

41 $

(5,599) $

Loss on foreign exchange
Finance costs

2,069
9,575

Net loss before income taxes
Other information
Depreciation and amortization
Share-based payment expense

(57,792)

$

$

257 $
325

1,792 $
496

495 $
124

167 $
881

(69,436)

2,711
1,826

Small molecule therapeutics segment
The segment loss for small molecule therapeutics was $8.8 million during the six months ended June 30, 2019
compared $11.0 million during the corresponding period, a decrease on segment loss of $2.3 million mainly due to the
$1.7 million decrease in manufacturing and purchase cost of therapeutics used for R&D activities from third party
manufacturers to be used for clinical trials and pre-clinical research. Other R&D also declined due to a reduction in
clinical trial and pre-clinical studies expenses which were partially offset by an increase in share-based payment
expense of $3.5 million.
Plasma-derived therapeutic segment
The revenues for the Plasma-derived therapeutics segment are usually generated from the sales of specialty plasma
to third parties. However over the past 14 months, revenues have also been generated from the sale of excess normal
source plasma to third parties as a result of the change in production forecasts due to the delay of the BLA approval
for RyplazimTM. External revenues were $2.9 million in the six months ended June 30, 2019 compared to $15.0 million
in the comparative period representing a decrease of $12.0 million mainly due to $13.8 million less sales of normal
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source plasma. The normal source plasma sold for $14.0 million during the six months ended June 30, 2018 was sold
at a value below its carrying amount of $15.6 million. The increase of $2.0 million in sales of specialized plasma in the
six months ended June 30, 2019 compared to the same period in 2018 partially offset the decline in normal source
plasma sales.
The manufacturing cost of plasma-derived therapeutics to be used in clinical trials and for the development of our
production processes was higher during the six months ended June 30, 2019 at $21.1 million compared to $16.3 million
during the corresponding period of 2018, representing an increase of $4.8 million, mainly due to the expensing of
additional inventories that are now expected to be used to supply clinical trial patients until commercially approved
product is available.
Other R&D expenses were $12.1 million during the six months ended June 30, 2019 compared to $17.6 million during
the corresponding period of 2018, representing a decrease of $5.5 million. The decrease is mainly due to the reduction
in the clinical trial and pre-clinical research expenses of $3.4 million and $1.1 million respectively over the comparative
period. This is also explained by a reduction in gross wages due to reduction in headcount of $1.5 million which was
partially offset by an increase in the share-based payment expenses recognized in Other R&D expenses of $2.4 million.
Similar to the overall R&D expenditures, Administration, selling and marketing expenses decreased by $1.7 million
mainly due to a reduction of spending related to the preparation of the commercial launch in the current period
compared to the same period in 2018. Also, the administrative support that the segment receives from the head office
decreased in the six months ended June 30, 2019 as the segment focused almost solely on the refiling of the BLA. The
segment loss for the six months ended June 30, 2019 was $36.0 million compared to $41.2 million for the
corresponding period, and was mainly driven by the reduction of R&D expenses and Administration, selling and
marketing expenses.
Bioseparations segment
The revenues for the Bioseparations segment are generated mainly from sales of goods and the provision of resin
development services to external customers but the segment also generates the same type of revenues from its
transactions with the Plasma-derived therapeutics segment. Revenues for the segment increased by $4.4 million for
the six months ended June 30, 2019 compared to the corresponding period of 2018 mainly due to external revenues.
The contribution of those sales (sales of goods less cost of sales) increased by $2.6 million in the current period
compared to the corresponding period in 2018.
The Bioseparations segment generated a profit of $2.2 million in the six months ended June 30, 2019 compared to
breaking-even during the six months ended June 30, 2018 which is mainly driven by the increase in net margin of $2.6
million.
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For the quarters ended June 30, 2019 and 2018
The loss for each segment and the net loss before income taxes for the total Company for the quarters ended June 30,
2019 and 2018 are presented in the following table:
Small
molecule
therapeutics

For the quarter ended June 30, 2019
External revenues
Intersegment revenues

Bioseparations

Reconciliation
to statement
of operations

Total

2 $
-

725 $
-

7,990 $
191

35 $
(191)

8,752
-

Total revenues

2

725

8,181

(156)

8,752

Cost of sales and other production expenses
Manufacturing and purchase cost of therapeutics
used for R&D activities
R&D - Other expenses
Administration, selling and marketing expenses

-

533

3,394

(46)

3,881

20
3,853
1,592

11,888
6,631
2,048

1,909
800

(144)
14,150

11,764
12,393
18,590

Segment profit (loss)

$

Plasma-derived
therapeutics

$

(5,463) $

(20,375) $

2,078 $

(14,116) $

(37,876)

Loss on foreign exchange
Finance costs
Loss on extinguishments of liabilities
Change in fair value of financial instruments
measured at FVPL

107
3,556
92,294
(1,369)

Net loss before income taxes
Other information
Depreciation and amortization
Share-based payment expense

$

$

For the quarter ended June 30, 2018
External revenues
Intersegment revenues

1,824 $
3,119

Small
molecule
therapeutics

Plasma-derived
therapeutics

327 $
172

Bioseparations

160 $
8,216

2,497
14,897

Reconciliation
to statement
of operations

Total

- $
-

14,438 $
-

5,682 $
202

35 $
(202)

20,155
-

Total revenues

-

14,438

5,884

(167)

20,155

Cost of sales and other production expenses
Manufacturing and purchase cost of therapeutics
used for R&D activities
R&D - Other expenses
Administration, selling and marketing expenses

-

14,427

2,063

(84)

16,406

1,067
3,215
915

9,961
8,238
2,811

1,616
749

(93)
2,469

10,935
13,069
6,944

Segment profit (loss)

$

186 $
3,390

(132,464)

$

(5,197) $

(20,999) $

1,456 $

(2,459) $

Loss on foreign exchange
Finance costs

958
5,332

Net loss before income taxes
Other information
Depreciation and amortization
Share-based payment expense

(27,199)

$

$

126 $
154

965 $
193

252 $
56

86 $
303

(33,489)

1,429
706

Small molecule therapeutics segment
The segment loss for Small molecule therapeutics increased by $0.3 million during the quarter ended June 30, 2019
compared to the corresponding period in 2018. The increase in loss is mainly due to an increase in share-based
payment expense of $3.2 million during the quarter ended June 30, 2019 compared to the prior period that affected
both the Other R&D and Administration expenses. This was partially offset by the reduction in manufacturing and
purchase cost of therapeutics used for R&D activities and a reduction in clinical trial and pre-clinical studies expenses.
Plasma-derived therapeutic segment
Sales of normal source and specialty plasma to third parties made up the Plasma-derived therapeutics segment
revenues in the quarters ended June 30, 2019 and 2018. Revenues from the segment were lower by $13.7 million
during the quarter ended June 30, 2019 compared to the corresponding period of 2018 mainly due to a significant sale
of excess normal source plasma of $14.0 million in 2018. The latter didn’t affect the segment profitability during the
quarter ended June 30, 2018, as a loss was realized in the first quarter of 2018 upon confirmation of the sales price.
The segment loss decreased by $0.6 million for the quarter ended June 30, 2019 compared to the corresponding period
in 2018, mainly due to $1.6 million reduction in the other R&D expenses as the clinical activity from the IVIG clinical
trial for the pediatric cohort is coming to an end with the last patient having received their last dose at the start of 2019,
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offset by the increase of $1.9 million in Manufacturing and purchase cost of therapeutics used for R&D activities mainly
related to the expensing of additional inventories that are now expected to be used to supply clinical trial patients until
commercially approved product is available. The reduction also reflects the segment’s focus on RyplazimTM, whereas
several proteins were being developed in the past. All manufacturing for the quarter ended June 30, 2019 or 2018 were
for non-commercial purposes and therefore any cost expensed under Manufacturing and purchase cost of therapeutics
used for R&D activities. Cost of sales and other production costs decreased as the quarter ended June 30, 2018
included a large sale of normal source plasma as discussed above. Contributing to the general decline in expenses
was the impact of the adoption of IFRS 16, where the financing component of leases are included in financing costs in
2019 and are no longer included in the measurement of the segment’s results.
Administration, selling and marketing expenses declined by $0.8 million mainly reflecting the reduction in administrative
support the segment receives from the head office and reduced marketing expenses.
Bioseparations segment
The revenues for the Bioseparations segment are generated mainly from sales of goods and by providing resin
development services. Revenues for the segment increased by $2.3 million for the quarter ended June 30, 2019
compared to the corresponding period of 2018 mainly due to an increase in revenue from sales of goods to external
customers. The contribution of those sales (sales of goods less cost of sales) increased by $1.0 million in the current
period compared to the corresponding period in 2018, resulting in a segment profit of $2.1 million during the quarter
ended June 30, 2019 compared to a segment profit of $1.5 million during the corresponding period in 2018,
representing an increase in profit of $0.6 million.
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Financial condition
The consolidated statements of financial position at June 30, 2019 and December 31, 2018 are presented in the
following table followed by a discussion of the key changes in the statement of financial position between both dates.

Cash
Accounts receivable
Income tax receivable
Inventories
Prepaids

$

Total current assets
Long-term income tax receivable
Other long-term assets
Capital assets
Right-of-use assets
Intangible assets
Deferred tax assets

June 30,
2019
81,002
8,750
7,753
7,958
2,853

$

December 31,
2018
7,389
11,882
8,091
12,028
1,452

108,316

40,842

113
2,413
38,243
36,577
19,486
606

117
411
41,113
19,803
606

Total assets

$

205,754

$

102,892

Accounts payable and accrued liabilities
Deferred revenues
Current portion of lease liabilities

$

16,949
535
8,625

$

31,855
507
-

Warrant liability
Current portion of long-term debt

565

157
3,211

Total current liabilities

26,674

35,730

Long-term portion of deferred revenues
Long-term portion of lease liabilities
Long-term portion of operating and finance lease
inducements and obligations
Other long-term liabilities
Long-term debt

163
32,573

170
-

3,474
8,560

1,850
5,695
122,593

Total liabilities

$

71,444

$

166,038

Share capital
Contributed surplus
Warrants
Accumulated other comprehensive loss
Deficit

$

932,951
37,931
95,856
(2,340)
(922,938)

$

583,117
21,923
95,296
(1,252)
(755,688)

Equity (deficiency) attributable to owners of the parent

141,460

Non-controlling interests
Total equity (deficiency)
Total liabilities and equity

(56,604)

(7,150)

(6,542)

134,310
$

205,754

(63,146)
$

102,892

Cash
Cash increased by $73.6 million at June 30, 2019 compared to December 31, 2018. The variation in cash is explained
in more detail in the cash flow and liquidity, section however the increase is mainly due to the net proceeds of
approximately $70.1 million and $39.2 received in the equity raise of April 23, 2019 and the right offering completed in
June 2019, respectively.
Accounts receivables
Accounts receivables decreased by $3.1 million at June 30, 2019 compared to December 31, 2018 mainly due to
decrease in trade receivables, as December 2018 figures included an important sale of normal source plasma. Also
contributing to the decrease, is a reduction in tax credits receivable as the Company adjusted its estimation of the
amount of refundable R&D tax credits it will collect.
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Inventories
Inventories decreased by $4.1 million at June 30, 2019 compared to December 31, 2018 mainly due to an increase in
the estimated quantity of inventory that will be consumed for the manufacturing of RyplazimTM for R&D purposes, as
the timeline for resuming commercial production was extended, and as such were expensed.
Prepaids
Prepaids increased by $1.4 million at June 30, 2019 compared to December 31, 2018 mainly due to the payment of
directors and officer’s insurance at the beginning of the year and from increased deposits made when placing orders
for certain inventory items.
Capital assets
Capital assets decreased by $2.9 million at June 30, 2019 compared to December 31, 2018 mainly due to the adoption
of IFRS 16 and the transfer of finance leases to the right-of-use assets on January 1, 2019 and the depreciation
expense taken during the period.
Right-of-use assets, lease liabilities and long-term portion of operating and finance lease inducements and
obligations
As at June 30, 2019, $36.6 million in right-of-use assets and $41.2 million of lease liabilities were recognized while the
long-term portion of operating and finance lease inducements and obligations of $1.9 million were derecognized as a
result of the adoption of IFRS 16 at the beginning of the year. Details on the impact of the adoption of IFRS 16 are
provided in the section on changes in accounting policies in the condensed interim consolidated financial statements
for the quarter and six months ended June 30, 2019.
Accounts payable and accrued liabilities
Accounts payable and accrued liabilities decreased by $14.9 million at June 30, 2019 compared to December 31, 2018,
mainly due to the reduction of trade payable of $11.6 million, as the Company caught up on the payment of supplier
invoices that were due after it successfully raised financing during the second quarter of 2019. The decrease is also
due to the reduction in the current portion of operating and finance lease inducements and obligations by $2.5 million,
previously included in this caption, due to the adoption of IFRS 16.
Long-term debt
Long-term debt decreased by $116.7 million at June 30, 2019 compared to December 31, 2018, primarily as a result
of the debt restructuring on April 23, 2019 which reduced the carrying amount of the long-term debt to $10.6 million
(including interest due). This transaction, along with others that occurred between December 31, 2018 and
June 30, 2019 and their accounting treatments are explained in note 13 of the condensed interim financial statements
for the quarter and six months ended June 30, 2019.
Share Capital
Share capital increased by $349.8 million at June 30, 2019 compared to December 31, 2018. The increase is mainly
due to the common shares issued in relation to the debt restructuring that were valued at $228.9 million. The increase
is also due to the two private placements on April 23, 2019 for an aggregate gross proceeds of $75.0 million and the
gross proceeds of the right offering of $39.4 million.
Contributed surplus
Contributed surplus increased by $16.0 million at June 30, 2019 compared to December 31, 2018. The increase is
mainly due to the recognition of share-based payment expense of $16.4 million during the six months ended June 30,
2019.
Warrants
Warrants classified as equity increased by $0.6 million at June 30, 2019 compared to December 31, 2018 mainly due
to the recognition of the incremental value of the Warrants #10 that were issued in conjunction with the debt
restructuring on April 23, 2019 at an exercise price of $0.01521 compared to the then fair value of Warrants #1, #2,
and #8 which were cancelled.

28

Subsequent event
On July 5, 2019, the Company performed a thousand-to-one share consolidation of the Company’s issued equity
instruments including common shares, warrants, options and RSU. Any quantity relating to these instruments for 2018
and up to July 5, 2019 or any per unit price such as exercise prices, presented throughout this MD&A have not been
restated for the share consolidation, except for the outstanding share data on August 9, 2019, the weighted average
number of shares outstanding used in the basic and diluted EPS which have been retroactively adjusted to give effect
to the share consolidation and the bonus element included in the Rights offering, as required by IAS 33, Earnings per
share, and consequently the basic and diluted earnings per share presented in this MD&A.

Cash flow analysis
The consolidated statements of cash flows for the quarter ended June 30, 2019 and the comparative period in 2018
are presented below.
Six months ended June 30,
2019
Cash flows used in operating activities
Cash flows from financing activities
Cash flows used in investing activities

$

Net change in cash during the year
Net effect of currency exchange rate on cash
Cash, beginning of the period
Cash, end of the period

(46,633)
123,734
(3,379)

2018
$

73,722
(109)
7,389
$

81,002

(44,915)
36,424
(3,072)
(11,563)
218
23,166

$

11,821

Cash flow used in operating activities increased by $1.7 million during the six months ended June 30, 2019 compared
to the same period in 2018. The increase is mainly due to a significant increase in payments to suppliers as the
Company paid past due invoices following the receipt of funding during the quarter ended June 30, 2019. This was
partially offset by lower operating expenses and by the fact that under IFRS 16, the cash flows relating to leases are
now included in cash flows from financing activities.
Cash flows from financing activities increased by $87.3 million during the six months ended June 30, 2019 compared
to the same period in 2018 mainly due to the equity financing on April 23, 2019 that raised gross proceeds of $75.0
million and the Right Offering that raised $39.4 million in June 2019. This increase was partially offset by the decrease
in proceeds from debt and warrant issuances on the credit facility during the six months ended June 30, 2019 by
$20.1 million and the fact that payments on leases of $4.7 million are now included as part of cash flows from financing
activities.
Cash flows used in investing activities remained low and stable when comparing both periods as the Company was
limiting its investments in capital and intangible assets.

LIQUIDITY AND CONTRACTUAL OBLIGATIONS
At June 30, 2019, the Company had working capital of $81.6 million. The Company financial situation improved
significantly following the conversion of almost the entirety of the SALP debt into common shares therefore significantly
reducing the debt burden of the Company along with the receipt of gross proceeds of $75.0 million from two private
placements and $39.4 million from the Right Offering. Due to these funds and the fact that the interest payments on
long-term debt are almost eliminated, the Company now has sufficient funds to resume its operating activities at a low
spending level until it secures additional funding from the potential sources identified below:
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•

•
•

The Company is in ongoing discussions with potential licensees for its drug pipeline. Any such discussions
may lead to the conclusion of a licensing transaction which could generate a combination of licensing,
milestone and royalty revenues;
The monetization of non-core assets; and
The Company is currently planning and taking steps to prepare itself for a NASDAQ listing that would be
completed within the earliest timeline possible. Assuming favorable market conditions, financing from this
exchange could occur.

Despite the Company’s efforts to obtain further financing, there can be no assurances of its access to further funding.
Until such time as another substantial transaction brings in additional funding, a material uncertainty that may cast
significant doubt about the Company’s ability to continue as a going concern will continue to exist.
Financial obligations
The timing and expected contractual outflows required to settle the financial obligations of the Company recognized in
the consolidated statement of financial position at June 30, 2019 are presented in the table below:
Contractual Cash flows
At June 30, 2019
Accounts payable and accrued liabilities
Long-term portion of royalty payment obligations
Lease liabilities
Long-term portion of other employee benefit liabilities
Long-term debt

Payable
within 1 year

Carrying
amount
$

$

16,949
2,969
41,198
505
8,560
70,181

$

$

16,949
9,404
1,588
27,941

2 - 4 years
$

$

3,350
26,030
505
3,025
32,910

Later than
5 years

5 years
$

$

26
7,334
10,823
18,183

$

$

275
44,867
45,142

Total
$

$

16,949
3,651
87,635
505
15,436
124,176

Commitments
The Company’s commitments have remained essentially unchanged from those disclosed in the MD&A for the year
ended December 31, 2018. The minimum lease payments under lease agreements are now included on the statement
of financial position under lease liabilities following the adoption of IFRS 16. As of December 31, 2018, the Company
had $75.0 million of lease commitments compared to contractual cash flows of $87.6 million relating to lease liabilities
included in the financial obligations as at June 30, 2019 following the adoption of IFRS 16. The increase is mainly due
to the inclusion of lease payments beyond minimum commitments when the Company believes it is reasonably certain
it will exercise its options to extend the lease period for certain leases even though it has not yet exercised the renewal
option.

SUMMARY OF QUARTERLY RESULTS
The following table presents selected quarterly financial information for the last eight quarters:

Quarter ended
June 30, 2019
March 31, 2019
December 31, 2018
September 30, 2018
June 30, 2018
March 31, 2018
December 31, 2017
September 30, 2017

$

Revenues
16,985 $
8,233
10,597
12,330
20,155
4,292
6,596
24,034

Net loss attributable
to the owners of the parent
Per share
Total
basic & diluted 1)
(161,753) $
(8.12)
(28,136)
(33.26)
(102,953)
(124.04)
(28,472)
(34.30)
(32,270)
(38.97)
(31,671)
(38.44)
(38,279)
(46.57)
(15,542)
(19.05)

1)
As required by IAS 33, Earnings per share, the Company recalculated the weighted average number of shares used in the basic
and diluted EPS calculations for all the periods presented in the table above to take into consideration the share consolidation that
took place on July 5, 2019 and the bonus element in the Rights Offering.
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Revenues from period to period may vary significantly as these are affected by the timing of orders for goods and the
shipment of the orders and the timing of the provision of research services under service agreements. The revenues
are also affected by the timing of the signing of licensing agreements and achievement of milestones established in
these agreements and how these revenues are recognized for accounting purposes. The timing of the recognition of
these revenues and the timing of the recognized expense can cause significant variability in the results from quarter to
quarter.
Revenues were $24.0 million during the quarter ended September 30, 2017 mainly driven by licensing and milestone
revenues following the signing of a small molecule licensing agreement which resulted in $19.7 million of revenue. R&D
and Administration, selling and marketing expense were $23.2 million and $7.7 million respectively, remaining at similar
levels to the prior quarter. A non-cash loss on extinguishments of liabilities of $4.2 million was recorded as the holder
of the long-term debt decided to reduce the face value of the loan in consideration of shares they received pursuant to
a private placement that occurred in July 2017.
Revenues during the quarter ended December 31, 2017 were $6.6 million, of which the majority was driven by product
sales and service revenues from the Bioseparation segment. Research and development and administration, selling
and marketing expense were $28.2 million and $8.8 million respectively. The $5.0 million increase in R&D costs
compared to the previous quarter is mainly due to higher expense relating to cost of therapeutics for clinical trials, an
increase in the external cost incurred in running the trials and higher salary and benefit expenses. Administration,
selling and marketing expenses were slightly higher by $1.1 million principally due to higher salary and benefit
expenses. During the quarter, the Company recognized a bad debt expense of $20.5 million, effectively offsetting the
milestone and licensing revenues earned during the previous quarter.
Revenues were $4.3 million during the quarter ended March 31, 2018 of which $3.8 million came from product sales.
Cost of sales and other production expenses were high reflecting lower margins on the products sold during the period
and an inventory write-off on a portion of the plasma held in inventory to net realisable value in advance of a sales
transaction to take place during the following quarter but for which the selling price had been settled in advance. R&D
expenses at $22.4 million were lower by $5.8 million and Administration, selling and marketing expenses also declined
by $1.1 million compared to the previous quarter. Financing cost increased to $4.2 million reflecting the higher debt
level and the higher borrowing cost of the Credit Facility.
Revenues during the quarter ended June 30, 2018 were $20.2 million, of which the majority was driven by a
$14.0 million sale of excess plasma inventory. Sales of product from the Bioseparations segment made up most of the
remaining revenues reflecting strong sales for that segment. Cost of sales and other production expenses were
$16.4 million, R&D expenses at $24.0 million increased slightly over the previous quarter while Administration, selling
and marketing expense decreased slightly to $6.9 million. Financing cost increased to $6.3 million reflecting the
continuous increase in the debt level and the higher borrowing cost of the Credit Facility.
Revenues during the quarter ended September 30, 2018 were $12.3 million, which were equally driven by sales from
Plasma-derived therapeutics and Bioseparations segments. Sales from the Plasma-derived segment included excess
normal source plasma inventory in the amount of $5.7 million. Cost of sales and other production expenses were $9.2
million. R&D expenses at $24.1 million were similar to the previous quarter while Administration, selling and marketing
expenses decreased slightly to $6.2 million. Financing cost at $5.9 million, continued to increase reflecting the higher
debt level as the Company continued to draw on the Credit Facility.
Revenues during the quarter ended December 31, 2018 were $10.6 million, which was driven by strong sales from the
Bioseparations segment and another sale of excess normal source plasma inventory of $3.1 million in Plasma-derived
therapeutics segment. Cost of sales and other production expenses were $7.6 million. R&D expenses decreased
slightly to $21.1 million while Administration, selling and marketing expenses increased to $8.8 million, impacted by
severance expenses. Financing cost increased to $6.6 million reflecting the higher debt level and the higher borrowing
cost of the Credit Facility. During the quarter, a gain on extinguishment of liabilities of $34.9 million was recorded as a
result of the modifications to the Company’s long-term debt, namely the extension of the maturity date. Impairments,
mainly pertaining to IVIG assets totalling $150.0 million were recognized following changes to the strategic plans which
will delay the commercialisation of IVIG significantly.
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Revenues were $8.2 million during the quarter ended March 31, 2019, of which $7.8 million came from product sales,
and were lower than those recorded in the previous three quarters as there was no sale of normal source plasma. R&D
expenses at $19.2 million were $1.9 million lower and finance costs at $7.4 million increased slightly by $0.8 million
compared to the previous quarter. Both of these expenses were affected by the adoption of IFRS 16 which caused the
implicit interest component of the leases to be recorded in finance costs. Administration, selling and marketing
decreased by $3.0 million from its higher level in December 2018 which included significant termination benefits. Finally,
foreign exchange gains recorded during the period contributed to the reduction.
Revenues were $8.8 million during the quarter ended June 30, 2019 and were mainly generated from our
Bioseparations segment. R&D expenses at $24.2 million were $5.0 higher and Administration, selling and marketing
expenses at $18.6 million were $11.0 higher. Increase is mainly driven by an increase of $4.4 million of the sharebased payment expenses recognized in R&D expenses and $8.9 million recognized in Administration, selling and
marketing expenses over the previous quarter. Finance cost decreased by $3.8 million as the long-term debt declined
significantly on April 23, 2019 as part of the debt restructuring which resulted in a loss on extinguishment of liabilities
of $92.3 million. The net loss for the quarter ended June 30, 2019 was $133.7 million which represents an increase of
$104.9 million from the previous quarter. The increase was driven by the loss on extinguishment of liabilities and the
increase in share-based payment expense.

OUTSTANDING SHARE DATA
The Company is authorized to issue an unlimited number of common shares. At August 9, 2019, 23,313,164 common
shares, 2,054,767 options to purchase common shares, 17,859 restricted share units and 173,012 warrants to purchase
common shares were issued and outstanding.

TRANSACTIONS BETWEEN RELATED PARTIES
In February 2019, the Company ceased to have significant influence over its investment in ProThera Biologics, Inc.
(“ProThera”) and as such, transactions between the two parties are no longer considered related party transactions
since ProThera is no longer an associate.
SALP is a related party to the Company since November 14, 2018 and, as such, all the transactions that the Company
concluded with them since that date are considered a related party transaction.

CHANGES IN ACCOUNTING POLICIES
The accounting policies used in the consolidated financial statements are consistent with those applied by the Company
in its December 31, 2018 audited annual consolidated financial statements except for the element described below.
IFRS 16, Leases
IFRS 16 replaces IAS 17, Leases (“IAS 17”). IFRS 16 provides a single lessee accounting model, requiring the
recognition of assets and liabilities for all leases, unless the lease term is less than 12 months, or the underlying asset
has a low value. IFRS 16 substantially carries forward the lessor accounting in IAS 17 with the distinction between
operating leases and finance leases being retained.
Effective January 1, 2019, the Company adopted IFRS 16 using the modified retrospective approach and accordingly
the information presented for 2018 has not been restated. The cumulative effect of initially applying the standard is
recognized at the date of initial application. The current and long-term portions of operating and finance lease
inducements and obligations presented in the statement of financial position at December 31, 2018, reflect the
accounting treatment under IAS 17 and related interpretations.
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The Company elected to use the transitional practical expedient allowing the standard to be applied only to contracts
that were previously identified as leases under IAS 17 and IFRIC 4, Determining whether an arrangement contains a
lease at the date of initial application. The Company applied the definition of a lease under IFRS 16 to contracts entered
into or changed on or after January 1, 2019.
The Company also elected to record right-of-use assets for leases previously classified as operating leases under IAS
17 based on the corresponding lease liability, adjusted for prepaids or liabilities existing at the date of the transition that
relate to the lease. When measuring lease liabilities, the Company discounted lease payments using its incremental
borrowing rate at January 1, 2019. The weighted average discount rate applied to the total lease liabilities recognized
on transition was 18.54%. For leases that were previously classified as finance leases under IAS 17, the carrying
amount of the right-of-use asset and the lease liability at the date of adoption was established as the carrying amount
of the lease asset classified in capital assets and the finance lease obligation at December 31, 2018. These assets and
liabilities are grouped under right-of-use assets and lease liabilities as of January 1, 2019 and IFRS 16 applies to these
leases as of that date.
In addition, the Company elected to apply the practical expedient to account for leases for which the lease term ends
within 12 months of the date of initial application as short-term leases for which it is not required to recognize a rightof-use asset and a corresponding lease liability. The Company also elected to not apply IFRS 16 when the underlying
asset in a lease is of low value.
The Company has elected, for the class of assets related to the lease of building space, not to separate non-lease
components from lease components, and instead account for each lease component and any associated non-lease
components as a single lease component.
The table below shows which line items of the consolidated statement of financial position were affected by the adoption
of IFRS 16 and the impact. There was no net impact on the deficit.
Adjustments
for the transition
to IFRS 16

As reported as at
December 31, 2018
Assets
Prepaids
Capital assets
Right-of-use assets
Liabilities
Accounts payable and accrued liabilities
Current portion of lease liabilities
Long-term portion of lease liabilities
Long-term portion of operating and finance lease
inducements and obligations
Other long-term liabilities

Balance as at
January 1, 2019

$

1,452
41,113
-

$

(84)
(1,043)
39,149

$

1,368
40,070
39,149

$

31,855
-

$

(2,499)
8,575
34,126

$

29,356
8,575
34,126

1,850
5,695

(1,850)
(330)

5,365

Prior to adopting IFRS 16, total minimum operating lease commitments as at December 31, 2018 were $75.0 million.
The decrease between the total of the minimum lease payments set out in Note 29 of the audited annual consolidated
financial statements for the year ended December 31, 2018 and the total lease liabilities recognized on adoption of
$42.7 million was principally due to the effect of discounting on the minimum lease payments. The amount also
decreased slightly due to the fact that certain costs that are contractually committed under lease contracts, but which
do not qualify to be accounted for as a lease liability, such as variable lease payments not tied to an index or rate, were
previously included in our lease commitment table whereas they are not included in the calculation of the lease
liabilities. These impacts were partially offset by the inclusion of lease payments beyond minimum commitments relating
to reasonably certain renewal periods that had not yet been exercised as at December 31, 2018 which effect is to
increase the liability. Right-of-use assets at transition have been measured at an amount equal to the corresponding
lease liabilities, adjusted for any prepaid or accrued rent relating to that lease.
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The consolidated statement of operations was impacted as the recording of depreciation of the right-of-use assets
continues to be recorded in the same financial statement line items as it was previously while the implicit financing
component of leasing agreements is now recorded under finance costs. The impact is not simply in the form of a reclass
but also in terms of measurement, which are very much affected by the discount rates used and whether the Company
has included renewal periods when calculating the lease liability.
The consolidated cash flow statement was also impacted since the cash flows attributable to the lease component of
the lease agreements are now shown as payments of principal and interest on lease liabilities which are now part of
cash flows from financing activities.
Management is not able to quantify these differences since it did not restate the 2018 consolidated financial statements
and therefore does not have the comparative data.
With the adoption of IFRS 16, the Company has adopted new accounting policies for the accounting of leases, including
policies regarding the right-of-use assets, lease liabilities, short-term leases and low value leases. Details are provided
in note 2 of the condensed interim consolidated financial statements for the quarter and the six months ended June 30,
2019.
IFRIC 23, Uncertainty over income tax treatments (“IFRIC 23”)
IFRIC 23 clarifies how the recognition and measurement requirements of IAS 12 – Income Taxes are applied where
there is uncertainty over income tax treatments. The Interpretation is effective for annual periods beginning on or after
January 1, 2019 and was adopted by the Company on that date. The Company assessed the impact of this
Interpretation and concluded that it had no impact on the amounts recorded in its consolidated statements of financial
position on the date of adoption.

NEW STANDARDS AND INTERPRETATIONS NOT YET ADOPTED
There are no new standards not yet adopted by the Company that are pertinent to its operations.

SIGNIFICANT JUDGMENTS AND CRITICAL ACCOUNTING ESTIMATES
The preparation of the interim consolidated financial statements requires the use of judgments, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities and the accompanying
disclosures. The uncertainty that is often inherent in estimates and assumptions could result in material adjustments to
assets or liabilities affected in future periods. As a result of the application of IFRS 16 and IFRIC 23, the Company has
modified its disclosure on significant judgments and estimates. The other significant accounting judgments and critical
accounting estimates applied by the Company, disclosed in the consolidated financial statements for the year ended
December 31, 2018, remain unchanged.
Leases - The Company determines the lease term as the non-cancellable term of the lease, together with any periods
covered by an option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option
to terminate the lease, if it is reasonably certain that this option will not be exercised.
The Company has the option, under some of its leases to lease the assets for additional terms of up to fifteen years.
Judgement is applied in evaluating whether it is reasonably certain to exercise the option to renew. That is, all relevant
factors that create an economic incentive for it to exercise the renewal are considered. After the commencement date,
the lease term is reassessed if there is a significant event or change in circumstances that is within its control and
affects its ability to exercise (or not to exercise) the option to renew.
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The renewal period is included as part of the lease term for a manufacturing plant lease which it estimates it is
reasonably certain to exercise due to the importance of this asset to its operations, the limited availability on the market
of a similar asset with similar rental terms and the related cost of moving the production equipment to another facility.
Uncertainty over income tax treatments
R&D tax credits for the current period and prior periods are measured based on its best estimate and judgment at the
amount the Company expects to receive from the tax authorities as at the reporting date, either in the form of income
tax refunds or refundable grants. However, there are uncertainties as to the interpretation of the tax legislation and
regulations, in particular regarding what constitutes eligible R&D activities and expenditures, as well as the amount and
timing of recovery of these tax credits. In order to determine whether the expenses incurred are eligible for R&D tax
credits, the Company must use judgment and may resort to complex techniques, which makes the recovery of tax
credits uncertain. As a result, there may be a significant difference between the estimated timing and amount
recognized in the consolidated financial statements in respect of tax credits receivable and the actual amount of tax
credits received as a result of the tax administrations' review of matters that were subject to interpretation. The amounts
recognized in the consolidated financial statements are based on the best estimates of the Company and in its best
possible judgment, as noted above.

FINANCIAL INSTRUMENTS
Use of financial instruments
The financial instruments that are used by the Company result from its operating and investing activities, namely in the
form of accounts receivables and payables, and from its financing activities resulting usually in the issuance of long-term
debt. The Company does not use financial instruments for speculative purposes and has not issued or acquired
derivative financial instruments for hedging purposes.
Impact of financial instruments in the consolidated statements of operations
The following line items in the consolidated statement of operations for the quarter and six months ended June 30,
2019 include income, expense, gains and losses relating to financial instruments:
loss on extinguishments of liabilities
•
change in fair value of financial instruments measured at fair value through profit or loss
•
finance costs; and
•
foreign exchange gains and losses.
•
Financial risk management
The Company has exposure to credit risk, liquidity risk and market risk. The Company’s Board of Directors has the
overall responsibility for the oversight of these risks and reviews the Company’s policies on an ongoing basis to ensure
that these risks are appropriately managed. The management of the financial risks are the same as those described in
the December 31, 2018 MD&A.

RISK FACTORS
For a detailed discussion of risk factors which could impact the Company’s results of operations and financial position,
other than those risks pertaining to the financial instruments, please refer to the Company’s Annual Information Form
filed on www.sedar.com
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DISCLOSURE CONTROLS AND PROCEDURES AND INTERNAL CONTROLS OVER
FINANCIAL REPORTING
No changes were made to the Company’s internal controls over financial reporting during the six months ended
June 30, 2019 that have materially affected or are reasonably likely to materially affect the internal controls over
financial reporting.
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PROMETIC LIFE SCIENCES INC.
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(In thousands of Canadian dollars) (Unaudited)

December 31,
2018

June 30,
2019
ASSETS (note 13)
Current assets
Cash
Accounts receivable (note 3)
Income tax receivable
Inventories (note 4)
Prepaids

$

Total current assets
Long-term income tax receivable
Other long-term assets (note 5)
Capital assets (note 6)
Right-of-use assets (note 7)
Intangible assets (note 8)
Deferred tax assets
Total assets
LIABILITIES
Current liabilities
Accounts payable and accrued liabilities (note 10)
Deferred revenues
Current portion of lease liabilities (note 11)
Warrant liability (note 12)
Current portion of long-term debt (note 13)

7,389
11,882
8,091
12,028
1,452

108,316

40,842

113
2,413
38,243
36,577
19,486
606

117
411
41,113
19,803
606

205,754

$

102,892

$

16,949
535
8,625
565

$

31,855
507
157
3,211

Long-term portion of deferred revenues
Long-term portion of lease liabilities (note 11)
Long-term portion of operating and finance lease
inducements and obligations
Other long-term liabilities (note 14)
Long-term debt (note 13)

EQUITY
Share capital (note 16a)
Contributed surplus (note 16b)
Warrants (note 16c)
Accumulated other comprehensive loss
Deficit

$

$

Total current liabilities

Total liabilities

81,002
8,750
7,753
7,958
2,853

$

$

26,674

35,730

163
32,573

170
-

3,474
8,560

1,850
5,695
122,593

71,444

$

932,951 $
37,931
95,856
(2,340)
(922,938)

166,038

583,117
21,923
95,296
(1,252)
(755,688)

Equity (deficiency) attributable to owners of the parent
Non-controlling interests (note 17)

141,460
(7,150)

(56,604)
(6,542)

Total equity (deficiency)

134,310

(63,146)

Total liabilities and equity

$

205,754

$

102,892

Subsequent event (note 22)
The accompanying notes are an integral part of the condensed interim consolidated financial statements.
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PROMETIC LIFE SCIENCES INC.
CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands of Canadian dollars except for per share amounts) (Unaudited)

Quarter ended June 30,
2018
2019
Revenues (note 18)

$

Expenses
Cost of sales and other production expenses (note 4)
Research and development expenses
Administration, selling and marketing expenses
Loss (gain) on foreign exchange
Finance costs
Loss on extinguishments of liabilities (notes 13,16)
Change in fair value of financial instruments
measured at fair value through profit or loss (note 12)
Net loss before income taxes

$

(133,703)

(33,489)

$

(33,067)

16,985

$

8,233
43,349
26,234
(1,676)
10,909
92,374

(161,298)

$

(32,270)
(797)

(162,537)

(69,436)
(1)
(1,753)
(1,754)

1,239
1,239
$

24,447

21,172
46,420
14,647
2,069
9,575
-

(1,140)
$

(422)
(422)

(133,617)
(86)

$

$

$

1,239
1,239

$

Weighted average number of outstanding shares (in thousands)

(132,464)

20,155

16,406
24,004
6,944
958
5,332
-

(1,369)
$

Net loss attributable to:
Owners of the parent
Non-controlling interests (note 17)

Loss per share
Attributable to the owners of the parent
Basic and diluted (note 20)

$

3,881
24,157
18,590
107
3,556
92,294

Income tax loss (recovery) (note 19):
Current
Deferred
Net loss

8,752

Six months ended June 30,
2019
2018

$

(67,682)

(63,941)
(3,741)

(161,753)
(784)

(133,703)

$

(33,067)

$

(162,537)

$

(67,682)

(8.12)

$

(38.97)

$

(18.61)

$

(77.41)

16,451

828

8,692

826

The accompanying notes are an integral part of the condensed interim consolidated financial statements.
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PROMETIC LIFE SCIENCES INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(In thousands of Canadian dollars) (Unaudited)

Quarter ended June 30,
2019
2018
Net loss

$

(133,703)

$

(134,868)

Other comprehensive income
Items that may be subsequently reclassified to profit and loss:
Change in unrealized foreign exchange differences on translation
of financial statements of foreign subsidiaries
Total comprehensive loss

$

(33,067)

$

(33,947)

(1,165)

Total comprehensive loss attributable to:
Owners of the parent
Non-controlling interests

(134,868)

$

(162,537)

$

(163,625)

(880)

(134,782)
(86)
$

Six months ended June 30,
2019
2018

(33,947)

(67,682)

$

(67,247)

(1,088)

(33,150)
(797)
$

$

435

(162,841)
(784)
$

(163,625)

(63,506)
(3,741)
$

(67,247)

The accompanying notes are an integral part of the condensed interim consolidated financial statements.

39

40

37,931

The accompanying notes are an integral part of the condensed interim consolidated financial statements.

932,951

-

-

Balance at June 30, 2019

21,923
16,429
(421)
-

583,117
349,834
-

Balance at January 1, 2019
Net loss
Foreign currency translation reserve
Issuance of shares (note 16a)
Share-based payments expense (note 16b)
Share-based compensation paid in cash (note 16b)
Issuance of warrants (note 16c)
Share issuance cost (note 16a)
Effect of funding arrangements
on non-controlling interests (note 17)

-

17,551

(30)
-

30
-

581,842

16,193
1,826
(438)

Contributed
surplus
$

575,150
5,589
1,073

Share
capital
$

95,856

-

95,296
560
-

83,144

-

9,200
-

73,944
-

Warrants
$

(2,340)

-

(1,252)
(1,088)
-

(1,187)

-

-

(1,622)
435
-

Foreign
currency
translation
reserve
$

(922,938)

(176)

(755,688)
(161,753)
(5,321)

(623,032)

(17,480)

(40)

(541,571)
(63,941)
-

Deficit
$

Equity (deficiency) attributable to owners of the parent

Balance at June 30, 2018

Balance at January 1, 2018
Net loss
Foreign currency translation reserve
Issuance of shares (note 16a)
Share-based payments expense (note 16b)
Exercise of stock options (note 16b)
Shares issued pursuant to
restricted share unit plan (note 16b)
Issuance of warrants (note 16c)
Share and warrant issuance cost
Effect of changes in the ownership of a subsidiary
and funding arrangements
on non-controlling interests (note 17)

(In thousands of Canadian dollars) (Unaudited)

PROMETIC LIFE SCIENCES INC.
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

141,460

(176)

(56,604)
(161,753)
(1,088)
349,834
16,429
(421)
560
(5,321)

58,318

(17,480)

9,200
(40)

122,094
(63,941)
435
5,589
1,826
635

Total
$

(7,150)

176

(6,542)
(784)
-

31,557

13,851

-

21,447
(3,741)
-

Noncontrolling
interests
$

134,310

-

(63,146)
(162,537)
(1,088)
349,834
16,429
(421)
560
(5,321)

89,875

(3,629)

9,200
(40)

143,541
(67,682)
435
5,589
1,826
635

Total equity
(deficiency)
$

PROMETIC LIFE SCIENCES INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands of Canadian dollars) (Unaudited)

Six months ended June 30,
Cash flows used in operating activities
Net loss for the period
Adjustments to reconcile net loss to cash flows
used in operating activities :
Finance costs and foreign exchange
Change in operating inducements and obligations
Carrying value of capital and intangible assets disposed
Change in fair value of financial instruments measured at
fair value through profit or loss (note 12)
Loss on extinguishments of liabilities (notes 13, 16a)
Deferred income taxes
Share-based payments expense (note 16b)
Depreciation of capital assets (note 6)
Depreciation of right-of-use assets (note 7)
Amortization of intangible assets (note 8)

2019

$

Change in non-cash working capital items
$
Cash flows from financing activities
Proceeds from share issuances (note 16a)
Proceeds from debt and warrant issuances (notes 13, 16c)
Repayment of principal on long-term debt (note 13)
Repayment of interest on long-term debt (note 13)
Exercise of options (note 16b)
Payments of principal on lease liabilities (note 11)
Payment of interest on lease liabilities (note 11)
Debt, share and warrants issuance costs
Payments of principal under finance leases

$

Cash flows used in investing activities
Additions to capital assets
Additions to intangible assets
Acquisition of convertible debt
Interest received

10,645
(2,646)
469

(1,140)
92,374
16,008
1,880
2,422
630

(1,753)
1,826
2,070
641

(41,068)
(5,565)

(56,430)
11,515

(46,633)

$

123,734

Net change in cash during the period
Net effect of currency exchange rate on cash
Cash, beginning of period

(3,379)

$

81,002

36,424

(1,857)
(663)
(636)
84
$

73,722
(109)
7,389
$

(44,915)

39,923
(1,525)
(2,291)
635
(207)
(111)

(2,690)
(842)
153
$

(67,682)

9,105
190

118,785
19,859
(576)
(3,032)
(3,541)
(1,180)
(6,581)
$

Cash, end of period

(162,537)

2018

(3,072)
(11,563)
218
23,166

$

11,821

The accompanying notes are an integral part of the condensed interim consolidated financial statements.
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PROMETIC LIFE SCIENCES INC.
CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the quarter and the six months ended on June 30, 2019
(In thousands of Canadian dollars, except for per share amounts) (Unaudited)
1.

Nature of operations and going concern

Prometic Life Sciences Inc. (“Prometic” or the “Company”), incorporated under the Canada Business Corporations Act, is a publicly
traded (TSX symbol: PLI) (OTCQX symbol: PFSCF), clinical stage biotechonology company focused on the discovery and
development of innovative medicines against novel biologic targets for diseases in patients with serious unmet needs. The
Company’s primary research focus in the Small molecule therapeutics segment, has been based on our understanding of several
orphan G protein-coupled receptors (GPR’s) known as free fatty acid receptors (FFAR’s). FFAR’s are being evaluated as novel
therapeutic targets for a variety of inflammatory, fibrotic and metabolic diseases in an emerging field known as immuno-metabolism.
The Company is specifically focused on liver, respiratory and renal therapeutic areas, primarily in rare or orphan diseases. The
Plasma-derived therapeutics segment leverages Prometic’s experience in bioseparation technologies used to isolate and purify
biopharmaceuticals from human plasma. The Company’s primary goal with respect to this second platform is to address unmet
medical needs with therapeutic proteins not currently commercially available, such as Ryplazim™ (plasminogen) (“Ryplazim™”).
The Bioseperations segment provides access to its proprietary bioseparation technologies to enable pharmaceutical companies in
their production of non-competing biopharmaceuticals.
The Company’s head office is located at 440, Boul. Armand-Frappier, suite 300, Laval, Québec, Canada, H7V 4B4. Prometic has
Research and Development (“R&D”) facilities in the U.K., the U.S. and Canada, manufacturing facilities in the Isle of Man and
Canada and business development activities in Canada, the U.S, Europe and Asia.
Structured Alpha LP (“SALP”) is Prometic’s parent since the April 23, 2019 debt restructuring (note 13). Thomvest Asset
Management Ltd. is the general partner of SALP. The ultimate controlling parent of Prometic is 2003 TIL Settlement. Prior to this
date, Prometic did not have a controlling parent.
The unaudited condensed interim consolidated financial statements for the quarter and six months ended June 30, 2019 have been
prepared in accordance with International Financial Reporting Standards (“IFRS”) as issued by the International Accounting
Standards Board (‘IASB”) on a going concern basis, which presumes the Company will continue its operations for the foreseeable
future and will be able to realize its assets and discharge its liabilities and commitments in the ordinary course of business. The use
of this assumption may not be appropriate as Prometic’s main activities continue to be in the R&D stage and during the six months
ended June 30, 2019, the Company incurred a net loss of $162.5 million, a net loss before extinguishment of liabilities of $70.2 million
and used $46.6 million in cash for its operating activities.
The Company’s financial position has improved significantly since March 31, 2019 following the debt restructuring with its principal
lender SALP whereby almost all of its long-term debt has been converted into common shares of the Company (note 13), the
issuance of common shares following two private placements for gross proceeds of $75,000 and the equity rights offering (“Rights
Offering”) to shareholders generating gross proceeds of $39,434 (note 16a). Nonetheless, the Company needs additional sources
of financing to ensure it has sufficient funds to continue its operations for a period extending beyond a year. Part of this financing
could result from licensing discussions the Company continues to hold with potential partners as it continues to work towards filing
its amended Biological License Application (“BLA”) of its most advanced product, RyplazimTM, but could also come from other equity
raises or other sources of funding. Despite the Company’s efforts to obtain the necessary funding and improve profitability of its
operations, there can be no assurance of its access to further funding.
These circumstances indicate the existence of a material uncertainty that may cast significant doubt about the Company’s ability to
continue as a going concern. These unaudited condensed interim consolidated financial statements do not include any adjustments
to the amounts and classification of assets and liabilities that might be necessary should the Company be unable to continue as a
going concern. Such adjustments could be material.
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PROMETIC LIFE SCIENCES INC.
CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the quarter and the six months ended on June 30, 2019
(In thousands of Canadian dollars, except for per share amounts) (Unaudited)
2.
a)

Significant accounting policies
Accounting framework

These unaudited condensed interim consolidated financial statements (“interim financial statements”) for the quarter and the six
months ended June 30, 2019 have been prepared in accordance with IAS 34, Interim financial reporting. Accordingly, certain
information and footnote disclosure normally included in annual financial statements prepared in accordance with IFRS, as issued
by the IASB, have been omitted or condensed. These interim financial statements should therefore be read in conjunction with the
audited annual consolidated financial statements for the year ended December 31, 2018, which have been prepared in accordance
with IFRS and which can be found at www.sedar.com.
These interim financial statements were approved for issue on August 12, 2019 by the Company’s Board of Directors.
b)

Adoption of new accounting standards

The accounting policies used in these interim financial statements are consistent with those applied by the Company in its
December 31, 2018 audited annual consolidated financial statements except for the amendments to certain accounting standards
which are relevant to the Company and were adopted by the Company as of January 1, 2019 as described below.
IFRS 16, Leases (“IFRS 16”)
IFRS 16 replaces IAS 17, Leases (“IAS 17”). IFRS 16 provides a single lessee accounting model, requiring the recognition of assets
and liabilities for all leases, unless the lease term is less than 12 months, or the underlying asset has a low value. IFRS 16
substantially carries forward the lessor accounting in IAS 17 with the distinction between operating leases and finance leases being
retained.
Effective January 1, 2019, the Company adopted IFRS 16 using the modified retrospective approach and accordingly the information
presented for 2018 has not been restated. The cumulative effect of initially applying the standard is recognized at the date of initial
application. The current and long-term portions of operating and finance lease inducements and obligations presented in the
statement of financial position at December 31, 2018, reflect the accounting treatment under IAS 17 and related interpretations.
The Company elected to use the transitional practical expedient allowing the standard to be applied only to contracts that were
previously identified as leases under IAS 17 and IFRIC 4, Determining whether an arrangement contains a lease at the date of initial
application. The Company applied the definition of a lease under IFRS 16 to contracts entered into or changed on or after
January 1, 2019.
The Company also elected to record right-of-use assets for leases previously classified as operating leases under IAS 17 based on
the corresponding lease liability, adjusted for prepaids or liabilities existing at the date of the transition that relate to the lease. When
measuring lease liabilities, the Company discounted lease payments using its incremental borrowing rate at January 1, 2019. The
weighted average discount rate applied to the total lease liabilities recognized on transition was 18.54%. For leases that were
previously classified as finance leases under IAS 17, the carrying amount of the right-of-use asset and the lease liability at the date
of adoption was established as the carrying amount of the lease asset classified in capital assets and the finance lease obligation at
December 31, 2018. These assets and liabilities are grouped under right-of-use assets and lease liabilities as of January 1, 2019
and IFRS 16 applies to these leases as of that date.
In addition, the Company elected to apply the practical expedient to account for leases for which the lease term ends within 12
months of the date of initial application as short-term leases for which it is not required to recognize a right-of-use asset and a
corresponding lease liability. The Company also elected to not apply IFRS 16 when the underlying asset in a lease is of low value.
The Company has elected, for the class of assets related to the lease of building space, not to separate non-lease components from
lease components, and instead account for each lease component and any associated non-lease components as a single lease
component.
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The table below shows which line items of the consolidated financial statements were affected by the adoption of IFRS 16 and the
impact. There was no net impact on the deficit.
Adjustments
for the transition
to IFRS 16

As reported as at
December 31, 2018
Assets
Prepaids
Capital assets (note 6)
Right-of-use assets (note 7)
Liabilities
Accounts payable and accrued liabilities (note 10)
Current portion of lease liabilities (note 11)
Long-term portion of lease liabilities (note 11)
Long-term portion of operating and finance lease
inducements and obligations
Other long-term liabilities (note 14)

Balance as at
January 1, 2019

$

1,452
41,113
-

$

(84)
(1,043)
39,149

$

1,368
40,070
39,149

$

31,855
-

$

(2,499)
8,575
34,126

$

29,356
8,575
34,126

1,850
5,695

(1,850)
(330)

5,365

Prior to adopting IFRS 16, the total minimum operating lease commitments as at December 31, 2018 were $74,977. The decrease
between the total of the minimum lease payments set out in Note 29 of the audited annual consolidated financial statements for the
year ended December 31, 2018 and the total lease liabilities recognized on adoption of $42,701 was principally due to the effect of
discounting on the minimum lease payments. The amount also decreased slightly due to the fact that certain costs that are
contractually committed under lease contracts, but which do not qualify to be accounted for as a lease liability, such as variable
lease payments not tied to an index or rate, were previously included in the lease commitment table whereas they are not included
in the calculation of the lease liabilities. These impacts were partially offset by the inclusion of lease payments beyond minimum
commitments relating to reasonably certain renewal periods that had not yet been exercised as at December 31, 2018 which effect
is to increase the liability. Right-of-use assets at transition have been measured at an amount equal to the corresponding lease
liabilities, adjusted for any prepaid or accrued rent relating to that lease.
The consolidated statement of operations for the quarter and six months ended June 30, 2019 was impacted by the adoption of
IFRS 16 as the recording of depreciation of the right-of-use assets continues to be recorded in the same financial statement line
items as it was previously while the implicit financing component of leasing agreements is now recorded under finance costs. The
impact is not simply in the form of a reclassification but also in terms of measurement, which are very much affected by the discount
rates used and whether the Company has included renewal periods when calculating the lease liability.
The consolidated cash flow statement for the quarter and six months ended June 30, 2019 was also impacted since the cash flows
attributable to the lease component of the lease agreements are now shown as payments of principal and interest on lease liabilities
which are now part of cash flows from financing activities.
Management is not able to quantify these differences since it did not restate the 2018 consolidated financial statements and therefore
does not have the comparative data.
IFRIC 23, Uncertainty over income tax treatments (“IFRIC 23”)
IFRIC 23 clarifies how the recognition and measurement requirements of IAS 12 – Income Taxes are applied where there is
uncertainty over income tax treatments. The Interpretation is effective for annual periods beginning on or after January 1, 2019 and
was adopted by the Company on that date. The Company assessed the impact of this Interpretation and concluded that it had no
impact on the amounts recorded in its consolidated statements of financial position on the date of adoption.
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c)

Accounting policies not disclosed in the December 31, 2018 consolidated financial statements

Following the adoption of IFRS 16, the Company has established the following accounting policies pertaining to leases that are
applicable as of January 1, 2019.
Leases
At the inception of a contract, the Company assesses whether a contract is, or contains, a lease based on whether the contract
conveys the right to control the use of an identified asset for a period of time in exchange for consideration.
Right-of-use assets
The Company recognises a right-of-use asset at the commencement date of a lease which is when the date at which the underlying
asset is available for use. Right-of-use assets are measured at cost, less any accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities. The cost of right-of-use assets includes the amount of lease liabilities recognised,
initial direct costs incurred, and lease payments made at or before the commencement date less any lease incentives received.
Unless the Company is reasonably certain to obtain ownership of the leased asset at the end of the lease term, the recognised rightof-use asset is depreciated on a straight-line basis over the shorter of its estimated useful life and the lease term. Right-of-use assets
are subject to impairment.
Lease liabilities
At the commencement date of a lease, the Company recognizes a lease liability measured at the present value of lease payments
to be made over the lease term. The lease payments include fixed payments (including in-substance fixed payments) less any lease
incentives, variable lease payments that depend on an index or a rate, and amounts expected to be paid under residual value
guarantees. The lease payments also include the exercise price of a purchase option reasonably certain to be exercised by the
Company and payments of penalties for terminating a lease, if the lease term reflects the Company exercising the option to terminate.
The variable lease payments that do not depend on an index or a rate are recognized as expense in the period on which the event
or condition that triggers the payment occurs.
In calculating the present value of lease payments, the Company uses the incremental borrowing rate at the lease commencement
date if the interest rate implicit in the lease is not readily determinable. After the commencement date, the amount of a lease liability
is increased to reflect the accretion of interest and reduced for the lease payments made. In addition, the carrying amount of a lease
liability is remeasured if there is a modification, a change in the lease term, a change in the in-substance fixed lease payments or a
change in the assessment whether the underlying asset will be purchased.
Short-term leases and leases of low-value assets
The Company applies the short-term lease recognition exemption to leases of 12 months or less. It also applies the lease of lowvalue assets recognition exemption for lease that are considered of low value i.e. below seven thousand dollars. Lease payments
on short-term leases and leases of low-value assets are recognized as expense on a straight-line basis over the lease term.
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d)

Significant judgments and critical accounting estimates

The preparation of the interim consolidated financial statements requires the use of judgments, estimates and assumptions that
affect the reported amounts of revenues, expenses, assets and liabilities and the accompanying disclosures. The uncertainty that is
often inherent in estimates and assumptions could result in material adjustments to assets or liabilities affected in future periods. As
a result of the application of IFRS 16 and IFRIC 23, the Company has modified its disclosure on significant judgments and estimates.
The other significant accounting judgments and critical accounting estimates applied by the Corporation, disclosed in the
consolidated financial statements for the year ended December 31, 2018, remain unchanged.
Leases
Leases - The Company determines the lease term as the non-cancellable term of the lease, together with any periods covered by
an option to extend the lease if it is reasonably certain to be exercised, or any periods covered by an option to terminate the lease,
if it is reasonably certain that this option will not be exercised.
The Company has the option, under some of its leases to lease the assets for additional terms of up to fifteen years. Judgement is
applied in evaluating whether it is reasonably certain to exercise the option to renew. That is, all relevant factors that create an
economic incentive for it to exercise the renewal are considered. After the commencement date, the lease term is reassessed if
there is a significant event or change in circumstances that is within its control and affects its ability to exercise (or not to exercise)
the option to renew.
The renewal period is included as part of the lease term for a manufacturing plant lease which it estimated it is reasonably certain
to exercise due to the importance of this asset to its operations, the limited availability on the market of a similar asset with similar
rental terms and the related cost of moving the production equipment to another facility.
Uncertainty over income tax treatments
R&D tax credits for the current period and prior periods are measured at the amount the Company expects to recover, based on its
best estimate and judgment, of the amounts it expects to receive from the tax authorities as at the reporting date, either in the form
of income tax refunds or refundable grants. However, there are uncertainties as to the interpretation of the tax legislation and
regulations, in particular regarding what constitutes eligible R&D activities and expenditures, as well as in regards to the amount and
timing of recovery of these tax credits. In order to determine whether the expenses it incurs are eligible for R&D tax credits, the
Company must use judgment and may resort to complex techniques, which makes the recovery of tax credits uncertain. As a result,
there may be a significant difference between the estimated timing and amount recognized in the consolidated financial statements
in respect of tax credits receivable and the actual amount of tax credits received as a result of the tax administrations' review of
matters that were subject to interpretation. The amounts recognized in the consolidated financial statements are based on the best
estimates of the Company and in its best possible judgment, as noted above.
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3.

Accounts receivable

June 30,
2019
Trade receivables
Tax credits and government grants receivable
Sales taxes receivable
Other receivables

4.

December 31,
2018

$

5,440
2,143
958
209

$

7,051
3,737
774
320

$

8,750

$

11,882

Inventories

June 30,
2019
Raw materials
Work in progress
Finished goods

December 31,
2018

$

2,365
3,532
2,061

$

5,428
3,740
2,860

$

7,958

$

12,028

Inventories sold in the amount of $3,851 and $7,206 were recognized as cost of sales and other production expenses during the
quarter and the six months ended June 30, 2019, ($16,021 and $18,336 during the quarter and the six months ended June 30,
2018). Inventory write-downs of $53 and $467, also included in cost of sales and other production expenses, were recorded during
the quarter and six months ended June 30, 2019 ($nil and $1,674 during the quarter and six months ended June 30, 2018).

5.

Other long-term assets

June 30,
2019
Restricted cash
Long-term deposits
Tax credits receivable
Equity investments in scope of IFRS 9

December 31,
2018

$

236
174
1,980
23

$

245
142
24

$

2,413

$

411
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6.

Capital assets

Land and
Buildings
Cost
Balance at December 31, 2018
Impact of adopting IFRS 16 1)
Balance at January 1, 2019
Additions
Disposals
Effect of foreign exchange differences
Balance at June 30, 2019
Accumulated depreciation
Balance at December 31, 2018
Impact of adopting IFRS 16 1)
Balance at January 1, 2019
Depreciation expense
Disposals
Effect of foreign exchange differences
Balance at June 30, 2019
Carrying amounts
At June 30, 2019
At January 1, 2019
At December 31, 2018

Production Furniture and
and laboratory
computer
equipment
equipment

Leasehold
improvements

Total

$

4,567
4,567
-

$

16,034 $
16,034
226
(422)

38,885 $
(1,170)
37,715
210
(275)

3,786 $
3,786
119
(12)
(23)

63,272
(1,170)
62,102
555
(12)
(720)

$

4,567

$

15,838

37,650

3,870

61,925

$

414
414
97
-

$

4,421 $
4,421
372
(99)

15,071 $
(127)
14,944
1,084
(106)

2,253 $
2,253
327
(12)
(13)

$

511

$

4,694

$

15,922

$

2,555

$

23,682

$

4,056
4,153
4,153

$

11,144
11,613
11,613

$

21,728
22,771
23,814

$

1,315
1,533
1,533

$

38,243
40,070
41,113

$

$

$

22,159
(127)
22,032
1,880
(12)
(218)

1)
The balance of fixed assets capitalized as finance lease assets under IAS 17 where transferred to right-of-use assets upon adoption of IFRS 16
(note 2).

As at June 30, 2019, there are $8,105 and $4,984 of production and laboratory equipment and leasehold improvements, respectively,
net of government grants, that are not yet available for use and for which depreciation has not started ($8,322 and $6,610 as of
December 31, 2018).
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7.

Right-of-use assets
Production
and laboratory
equipment

Buildings
Cost
Transfer from capital assets on adoption of IFRS 16 (note 6)
Initial recognition of assets under operating leases on adoption of IFRS 16
Balance at January 1, 2019
Effect of foreign exchange differences
Balance at June 30, 2019
Accumulated depreciation
Transfer from capital assets on adoption of IFRS 16 (note 6)
Balance at January 1, 2019
Depreciation expense
Effect of foreign exchange differences

Computer
equipment

Total

$

- $
37,552
37,552
(157)

1,170
460
1,630
-

$

- $
94
94
-

$

37,395

1,630

$

94

$

$

1,170
38,106
39,276
(157)
39,119

$

- $
2,106
(6)

127 $
127
296
(1)

20
-

$

127
127
2,422
(7)

Balance at June 30, 2019

$

2,100

$

422

$

20

$

2,542

Carrying amounts
At June 30, 2019
At January 1, 2019

$

35,295
37,552

$

1,208
1,503

$

74
94

$

36,577
39,149

8.

Intangible assets

Licenses and
other rights
Cost
Balance at January 1, 2019
Additions
Disposals
Effect of foreign exchange differences

Patents

Software

Total

$

160,782 $
(21)

6,997 $
288
(524)
(96)

3,286 $
265
(39)
(13)

171,065
553
(563)
(130)

$

160,761 $

6,665 $

3,499 $

170,925

$

147,356 $
205
(16)

2,838 $
209
(364)
(57)

1,068 $
216
(9)
(7)

151,262
630
(373)
(80)

Balance at June 30, 2019

$

147,545 $

2,626 $

1,268 $

151,439

Carrying amounts
At June 30, 2019
At December 31, 2018

$

13,216 $
13,426

4,039 $
4,159

2,231 $
2,218

19,486
19,803

Balance at June 30, 2019
Accumulated amortization
Balance at January 1, 2019
Amortization expense
Disposals
Effect of foreign exchange differences

9.

Investment in an associate

In February 2019, the Company decided that it was no longer part of its strategy to pursue the development of Inter-alpha Inhibitor
proteins and has undertaken discussions with ProThera Biologics, Inc. (“ProThera”) to terminate the various corporate and
commercial agreements it has in place with ProThera. The Company determined that, from that point on, it no longer had significant
influence over ProThera and therefore changed its accounting for its investment in ProThera’s common shares as an investment in
an associate to that of a financial asset at fair value through profit and loss. The fair value of such financial asset was evaluated at
$nil both in February 2019 and at the current financial position date. Consequently, any future transactions between the Company
and ProThera will no longer be disclosed as a related party transaction.
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10.

Accounts payable and accrued liabilities
June 30,
2019

Trade payables
Wages and benefits payable
Current portion of operating and finance lease inducements and obligations
Current portion of settlement fee payable (note 14)
Current portion of royalty payment obligations (note 14)
Current portion of license acquisition payment obligation (note 14)
Current portion of other employee benefit liabilities (note 14)

December 31,
2018

$

9,493
4,518
110
46
1,309
1,473

$

21,097
1,975
5,844
102
68
1,363
1,406

$

16,949

$

31,855

Transfer of finance leases from operating and finance lease inducements and obligations
Initial recognition of lease liabilities under operating leases on adoption of IFRS 16
Balance at January 1, 2019
Interest expense
Payments
Effect of foreign exchange differences

$

846
41,855
42,701
3,639
(4,721)
(421)

Balance at June 30, 2019
Less current portion of lease liabilities

$

41,198
8,625

Long-term portion of lease liabilities

$

32,573

11.

Lease liabilities

$

Interest expense on lease liabilities for the quarter and six months ended June 30, 2019 was 1,851 and 3,639 respectively and is
included as part of finance costs in the consolidated statement of operations.

12.

Warrant liability

As consideration for the modification of the terms of the loan agreements on November 14, 2018, the Company had a commitment
to issue warrants (“Warrants #9”) to the holder of the long-term debt on or before March 20, 2019. The exact number of warrants to
be issued was based on the number of warrants necessary to increase the ownership of the holder of the long-term debt to 19.99%
on a fully diluted basis at the date of issuance.
On February 22, 2019, the Company further amended the fourth loan agreement with the addition of two tranches, one of US$10
million and another one of US$5 million, that were drawn on February 22, 2019 and March 22, 2019 respectively. As consideration
for the modification to the fourth loan agreement, the Company amended the terms applicable at the time of issuance of Warrants
#9 to reduce the originally agreed exercise price from $1.00 to $0.15636 per preferred share and to issue the Warrants #9
concurrently with the modification. Accordingly, the Company issued 19,401,832 warrants on February 22, 2019. Each warrant
entitles the holder to acquire one preferred share (note 16c) at a price of $0.15636 per preferred share and will expire on February
22, 2027. The Warrants #9 do not meet the definition of an equity instrument since the underlying preferred shares qualify as a
liability instrument, and therefore they must be accounted for as a financial instrument carried at fair value through profit or loss.
The change in fair value of the warrant liability between December 31, 2018, when it was valued at $157 and prior to its modification
on February 22, 2019, in the amount of $218 was recorded in the consolidated statement of operations. The Company recorded the
increase in fair value of the warrants of $1,137 resulting from the reduction of the exercise price of Warrants #9 on February 22,
2019 against the two additional tranches of the credit facility, treating the increase as financing fees. The changes in fair value of
the warrant liability between February 22, 2019, after the modification, and March 31, 2019 was an increase of $11 and a decrease
in fair value of $1,369 (a gain) between March 31, 2019 to April 23, 2019. Both variations were recorded in the consolidated
statements of operations. The estimated fair value of these warrants at April 23, 2019 was $153.
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As part of the debt restructuring agreement on April 23, 2019 (note 13), all the outstanding warrants belonging to the holder of the
debt, including the Warrants #9, were cancelled and replaced by new warrants (note 16c). The cancellation and the issuance of new
warrants was treated as a modification. Following this modification, the Warrants #9 no longer meet the definition of a liability
instrument and the Company reclassified the fair value of the Warrants #9 as of April 23, 2019 of $153 from warrant liability to
warrants classified as equity.
The fair value of Warrants #9 on the various dates was calculated using a Black-Scholes option pricing model with the assumptions
provided in the table below. In order to estimate the fair value of the underlying preferred share, the Company has used the market
price of Prometic’s common shares at the measurement date, discounted for the fact that the preferred shares are illiquid. The value
of the discount was calculated using a European put option model to sell a common share of Prometic at the price of $1.00 or
$0.15636 per share in 20 years.

Underlying preferred share fair value
Number of warrants issued on February 22, 2019
Volatility
Risk-free interest rate
Remaining life until expiry
Expected dividend rate

13.

April 23,
2019
0.03
19,401,832
55.6%
1.66%
7.8
-

February 22,
2019
0.15
19,401,832
48.1%
1.84%
8.0
-

December 31,
2018
0.13
14,088,498
44.5%
2.82%
7.9
-

Long-term debt

The transactions during the six months ended June 30, 2019 and the carrying value of the long-term debt at June 30, 2019 were as
follows:

Balance at January 1,
Stated and accreted interest
Drawdown on Credit Facility
Derecognition of carrying amount of
loans extinguished through share issuance
Repayment of principal with cash
Repayment of stated interest
Extinguishment of loan - April 23, 2019 loan modification
Recognition of loan - April 23, 2019 loan modification
Foreign exchange revaluation on Credit Facility balance

$

Balance at June 30,

$

2019
125,804
7,245
18,677
(141,536)
(576)
(3,032)
(4,667)
8,521
(1,311)
9,125

At June 30, 2019, the carrying amount of the debt comprised the following loans:
June 30,
2019
Loan with the parent having a principal of $10,000 maturing
on April 23, 2024 with an effective interest rate of 15,05% 1)
Non-interest bearing government term loan having a principal amount of $576
repayable in equal monthly installments of $82 until January 31, 2020
with an effective interest rate of 8.8%

$

8,560

$

9,125
(565)

$

8,560

565

Less current portion of long-term debt
Long-term portion of long-term debt

1)
The Loan with the parent is secured by all the assets of the Company and requires that certain covenants be respected including maintaining an
adjusted working capital ratio.

On February 22, 2019, the Company amended the fourth loan agreement (“Credit Facility”) with the addition of two tranches of
US$10 million and US$5 million which the Company drew on February 22 and March 22, 2019, respectively. Those two tranches
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bear interest at an annual rate of 8.5% payable quarterly. Concurrently with the amendment, the Company agreed to reduce the
exercise price of Warrants #9 from $1.00 to $0.15636 per preferred share and to immediately issue those warrants (note 12). The
incremental fair value of the warrant liability of $1,137 due to this change was recognized as deferred financing fees related to the
additional two tranches received. The Company recorded the credit facility draws on February 22, 2019 and March 22, 2019 at its
fair value at the transaction date less the associated transaction costs and financing fees of $45 and $1,137 respectively, for a net
amount of $18,677.
On April 23, 2019, the Company entered into a debt restructuring agreement with the long-term debt holder whereby the entirety of
the principal on the Credit Facility plus a portion of the interest due, the entirety of the First and Second Original Issue Discount
(“OID”) loans and the majority of the Third OID loan would be repaid by Prometic by the issuance of common shares, at a conversion
price, rounded to the nearest five decimals, of $0.01521 per common share. Consequently, the US$95 million of principal plus
interest due on the Credit Facility was reduced to $663 and the aggregate face value of the three OID loans was reduced by $99,552
to $10,000 with the remaining balance of the Third OID loan modified into an interest-bearing loan at a stated interest 10% payable
quarterly. This resulted in the reduction of the long-term debt recorded on the consolidated statement of financial position by
$141,536. The Company issued 15,050,312,371 common shares on that date which were recorded in share capital at a value of
$228,915. The difference between the carrying amount of the debt converted into common shares and the increase in the value of
the share capital is recognized as a loss on extinguishment of a loan of $87,379. The balance of interest due on the credit facility of
$663 was paid in cash.
Since November 14, 2018, all transactions with SALP are considered related party transactions however following the issuance of
the common shares to SALP as a result of the debt restructuring, SALP obtained control over the Company and since then, is
Prometic’s controlling parent.
Pursuant to the debt restructuring, the Company cancelled the warrants previously held by SALP and replaced them with new
warrants having an exercise price rounded to the nearest five decimals of $0.01521 per common share, expiring on April 23, 2027
(note 16c). The incremental fair value of the replacement warrants was recognized in warrants equity and as part of the loss on the
debt extinguishment together with the legal fees incurred to finalize all the related legal agreements.
The modification in terms of the remaining balance of the Third OID loan of $10,000 was accounted for as an extinguishment of the
long-term debt and the re-issuance of a new interest-bearing loan (“Loan with the parent”). The difference between the carrying
amount of the loan extinguished of $4,667 and the fair value of the new Loan with the parent of $8,521 recognized was recorded as
a loss on debt extinguishment of $3,854. The fair value of the modified loan was determined using a discounted cash flow model
with a market interest rate of 15.1%.
As a result of this transaction and the extinguishments of debt that occurred earlier in the year following payments made to suppliers
by the issuance of equity (note 16a), the consolidated statement of operations for the quarter and the six months ended
June 30, 2019, includes a loss on extinguishment of liabilities of $92,374 detailed as follows:
Loss on extinguishment of liabilities due to April 23, 2019 loan modification
Comprising the following elements:
Debt to equity conversion
Expensing of financing fees on loan extinguishment
Extinguishment of previous loan
Recognition of modified loan
Expensing of increase in the fair value of the warrants (note 16c)
Loss on extinguishment of liabilities due to April 23, 2019 loan modification
Loss on extinguishment of liabilities to suppliers (note 16a)
Loss on extinguishments of liabilities

$

$
$

87,379
653
(4,667)
8,521
408
92,294
80
92,374

As at June 30, 2019, the Company was in compliance with all of its covenants under its long-term debt agreement.
14. Other long-term liabilities

52

PROMETIC LIFE SCIENCES INC.
CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the quarter and the six months ended on June 30, 2019
(In thousands of Canadian dollars, except for per share amounts) (Unaudited)

June 30,
2019
Settlement fee payable
Royalty payment obligations
License acquisition payment obligation
Other employee benefit liabilities
Other long-term liabilities
Less:
Current portion
Current portion
Current portion
Current portion

$

110
3,015
1,309
1,978
-

$

102
3,077
2,726
2,399
330

$

6,412

$

8,634

of settlement fee payable (note 10)
of royalty payment obligations (note 10)
of license acquisition payment obligation (note 10)
of other employee benefit liabilities (note 10)

(110)
(46)
(1,309)
(1,473)
$

15.

December 31,
2018

3,474

(102)
(68)
(1,363)
(1,406)
$

5,695

Contractual obligations

The following table presents the contractual maturities of the financial liabilities as of June 30, 2019:
Contractual Cash flows
Payable
within 1 year

Carrying
amount
Accounts payable and accrued liabilities
Long-term portion of royalty payment obligations
Lease liabilities
Long-term portion of other employee benefit liabilities
Long-term debt 1)

2 - 4 years

Later than
5 years

5 years

Total

$

16,949
2,969
41,198
505
8,560

$

16,949
9,404
1,588

$

3,350
26,030
505
3,025

$

26
7,334
10,823

$

275
44,867
-

$

16,949
3,651
87,635
505
15,436

$

70,181

$

27,941

$

32,910

$

18,183

$

45,142

$

124,176

1)
Under the terms of the Loan with the parent (note 13), the holder of Warrants #10 may decide to cancel a portion of the principal value of the loan
as payment upon the exercise of these warrants. The maximum repayment due on the loan has been included in the above table.

16. Share capital and other equity instruments
On July 5, 2019, the Company performed a one thousand-to-one share consolidation of the Company’s common shares, stock
options, restricted share units and warrants (note 22). The quantities and per unit prices presented in this note are shown on a preshare consolidation basis.
a)

Share capital

Number

June 30, 2019
Amount

June 30, 2018
Number

Amount

Issued common shares
Share purchase loan to a former officer

23,313,233,245
-

$

932,951
-

718,126,512
-

$

582,242
(400)

Issued and fully paid common shares

23,313,233,245

$

932,951

718,126,512

$

581,842

53

PROMETIC LIFE SCIENCES INC.
CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
For the quarter and the six months ended on June 30, 2019
(In thousands of Canadian dollars, except for per share amounts) (Unaudited)
Changes in the issued and outstanding common shares during the six months ended June 30, 2019 and 2018 were as follows:
Number

June 30, 2019
Amount

Number

June 30, 2018
Amount

Balance - beginning of period
Issued to acquire assets
Issued to acquire non-controlling interest (note 17)
Exercise of stock options (note 16b)
Shares issued pursuant to restricted share units plan (note 16b)
Shares issued pursuant to debt restructuring
Shares issued for cash
Shares released from escrow
Shares issued in payment to suppliers

720,368,286
4,420,000
15,050,312,371
7,536,660,928
1,471,660

$

583,117
1,326
228,915
118,648
400
545

710,593,273
1,113,342
4,712,422
1,689,624
17,851
-

$

575,150
1,960
3,629
1,073
30
-

Balance - end of period

23,313,233,245

$

932,951

718,126,512

$

581,842

2019
In November 2018, the Company entered into an ”At-the-Market” (“ATM”) Equity Distribution Agreement (“EDA”) under which the
Company is able, at its discretion and from time to time, subject to conditions in the EDA, to offer common shares through ATM
issuances on the TSX or any other marketplace for aggregate proceeds not exceeding $31 million. This agreement provides that
common shares are to be sold at market prices prevailing at the time of sale. In the six months ended June 30, 2019, the Company
issued a total of 12,870,600 common shares at an average price of $0.33 per share under the ATM for aggregate gross proceeds
of $4,214, less transaction costs of $248 recorded in deficit, for total net proceeds of $4,088.
On January 29, 2019, the Company issued 4,420,000 common shares in settlement of second payment due for the license
acquisition payment obligation and recorded $1,326 in share capital based on the market value of the shares on that date.
On February 25 and 27, 2019, the Company issued a total of 1,471,660 common shares in payment for amounts due to certain
suppliers. This transaction was accounted for as an extinguishment of liabilities and the difference between the carrying value of the
accounts payable of $465 and the amount recorded for the shares issued of $545, which were valued at the market price of the
shares on their date of issuance, was recorded as a loss on extinguishment of liabilities of $80.
As part of the settlement agreement concluded in April 2019 with the former CEO of the Company, common shares held in escrow
as security for a share purchase loan of $400 to the former CEO were released and the loan extinguished in exchange for the receipt
of a payment of $137, representing the fair value of the shares at the time of the settlement.
On April 23, 2019, the Company issued 15,050,312,371 common shares as part of the debt restructuring (note 13). The shares
issued in relation with the debt restructuring contained trading restrictions and accordingly, the Company determined that their quoted
price did not fairly represent the value of the shares issued. As such, the issued shares were recorded at fair value using a market
approach under a level 2 fair value measurement of $0.01521 per share, resulting in a value of the shares issued of $228,915. The
fair value was based on a share issuance for cash on the same date with a non-related party. The difference between the adjustment
to the carrying value of the loan of $141,536 and the amount recorded for the shares issued of $228,915 was recorded as a loss on
extinguishment of a loan of $87,379.
Concurrently, the Company closed two private placements for 4,931,162,535 common shares at a subscription price rounded to the
nearest five decimals of $0.01521 for gross proceeds of $75,000, less transaction costs of $4,802 recorded in deficit, for total net
proceeds of $70,197.
In May 2019, the Company announced a Rights Offering to the holders of its common shares at the close of business on
May 21, 2019 to subscribe for up to 20 common shares for a subscription price rounded to the nearest five decimals of $0.01521
per common share. The Right Offering was subject to a proration to ensure that no more than $75,000 was raised. In June 2019,
the Company issued 2,592,627,793 common shares for gross proceeds of $39,434 as part of the Right Offerings less transactions
costs of $271 recorded in deficit, for total net proceeds of $39,163.
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2018
On January 29, 2018, the Company issued 742,228 common shares in partial payment for the acquisition of a license and 371,114
common shares to acquire an option to buy production equipment. Based on the $1.76 share price on that date, the values attributed
to the shares issued were $1,960.
In April 27, 2018, the Company reacquired the non-controlling shareholders’ 13% interest in Prometic Bioproduction Inc. in exchange
for the issuance of 4,712,422 common shares of the Company. Based on the $0.77 share price on that date, the value attributed to
the shares issued was $3,629 (note 17).
b)

Contributed surplus (Share-based payments)

Stock options
Changes in the number of stock options outstanding during the six months ended June 30, 2019 and 2018 were as follows:
June 30, 2019
Weighted
average
Number
exercise price

June 30, 2018
Weighted
average
exercise price

Number

Balance - beginning of period
Granted
Forfeited
Exercised
Cancelled
Expired

21,815,029
2,047,565,440
(1,450,355)
(9,215,878)
(1,921,201)

$

1.47
0.04
1.80
1.73
1.11

14,463,270
145,350
(229,158)
(1,689,624)
(47,250)

$

1.79
0.77
2.04
0.38
0.34

Balance - end of period

2,056,793,035

$

0.04

12,642,588

$

1.97

2019
On January 24, 2019, 1,622,620 stock options were granted at an exercise price of $0.30 and vesting on December 31, 2019. On
June 4, 2019, 1,794,228,820 stock options were granted to key management at a strike price of $0.036 of which 248,826,820 stock
options vested immediately and the remaining vest over a period up to six years. On June 19, 2019, 251,714,000 stock options were
issued at a strike price of $0.027 of which 60,717,000 stock options vested immediately and the remaining vest over a period up to
four years. The weighted average grant date fair value of the stock options issued was $0.02.
On June 19, 2019, the Company cancelled the options that were issued prior to June 2019, as the exercise price of these options
were so above the market price at the time, that it was highly unlikely that they would ever be exercised. In compensation for their
agreement to the cancellation, key management and employees, received the new options granted to them in June 2019 discussed
above. Consequently, 9,215,878 stock options with a weighted average exercise price of $1.73 were cancelled.
All stock options granted in 2018 and 2019 have a contractual life of 10 years.
2018
During the six months ended June 30, 2018, 1,689,624 stock options were exercised resulting in cash proceeds of $635 and a
transfer from contributed surplus to share capital of $438. The weighted average share price on the date of exercise of the options
during the six months ended June 30, 2018 was $1.04.
The Company uses the Black-Scholes option pricing model to calculate the fair value of options at the date of grant. The weighted
average inputs into the model and the resulting grant date fair values during the six months ended June 30, 2019 and 2018 were as
follows:
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Expected dividend rate
Expected volatility of share price
Risk-free interest rate
Expected life in years
Weighted average grant date fair value

June 30, 2019

June 30, 2018

45.0%
1.4%
7.3
$ 0.01

63.8%
2.1%
7.0
$ 0.55

Number
exercisable

Weighted
average
exercise price

At June 30, 2019, options issued and outstanding by range of exercise price are as follows:

Range of
exercise price
$0.027 - $0.027
$0.036 - $0.036
$0.39 - $3.19

Number
outstanding

Weighted average
remaining
contractual life
(in years)

Weighted
average
exercise price

251,363,000
1,794,228,820
11,201,215

9.9
9.9
6.6

$

0.027
0.036
1.56

60,717,000
254,813,000
7,756,000

$

0.027
0.036
1.78

2,056,793,035

9.9

$

0.043

323,286,000

$

0.076

A share-based payment compensation expense of $6,736 and $7,224 was recorded for the options for the quarter and the six
months ended June 30, 2019, respectively ($597 and $1,321 for the quarter and the six months ended June 30, 2018). The portion
of this compensation pertaining to key management personnel is $5,008 and $5,437 for the quarter and the six months ended
June 30, 2019 ($294 and $713 for the quarter and six months ended June 30, 2018).
Restricted share units (“RSU”)
Changes in the number of RSU outstanding during the six months ended June 30, 2019 and 2018 were as follows:
June 30,
2019

June 30,
2018

Balance - beginning of period
Granted
Expired
Forfeited
Released
Paid in cash
Cancelled

18,517,567
12,568,600
(384,448)
(8,247,000)
(4,303,653)

10,561,283
(817,279)
(53,329)
(17,851)
-

Balance - end of period

18,151,066

9,672,824

2019
On January 31, 2019, the Company granted 12,568,600 RSU at a grant price of $0.30 and a one-year vesting period. On
May 30, 2019, the Company decided to vest the 12,568,600 RSU and the employees were given the choice to receive the then
current value of the shares in cash or to receive the shares at a later date. As a result, 8,247,000 RSU were release and paid in
cash resulting in a reduction to contributed surplus of $421.
On May 7, 2019 the 12,910,959 performance-based RSU pertaining to the “2017-2019” cycle and the “2018-2020” cycle were
modified by removing the performance conditions and converting them into time-vesting RSU. The quantity modified into time-vesting
unit was equivalent to the 100% achievement range whereby in the past, the outcome of the performance conditions could go from
zero to 150%. In the past, the Company has always reported the quantity of RSU outstanding as the maximum number of shares
that could be issued under the plan. This change resulted in the cancellation of 4,303,653 unit.
At June 30, 2019, 7,725,787 vested RSU and 10,625,279 unvested RSU were outstanding. Share-based payment compensation
expense of $8,161 and $9,205 was recorded during the quarter and the six months ended June 30, 2019. The portion of this
compensation related to key management personnel is $5,668 and $6,502 for the quarter and the six months ended June 30, 2019.
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2018
At June 30, 2018, 1,973,325 vested RSU and 7,669,499 unvested RSU were outstanding. During the six months ended June 30,
2018, 17,851 vested RSU were released and an equivalent number of shares were issued out of treasury resulting in a transfer from
contributed surplus to share capital of $30. A share-based payment compensation expense of $109 and $505 were recorded during
the quarter and the six months ended June 30, 2018 respectively. The portion of this compensation related to key management
personnel is $125 and $483 for the quarter and the six months ended June 30, 2018, respectively
Share-based payment expense
The total share-based payment expense, comprising the above-mentioned expenses for stock options and RSU, has been included
in the consolidated statements of operations for the quarter and the six months ended June 30, 2019 and 2018 as indicated in the
following table:
Quarter ended June 30,
2019
2018
Cost of sales and other production expenses
Research and development expenses
Administration, selling and marketing expenses

c)

Six months ended June 30,
2019
2018

$

88
5,080
9,729

$

37
322
347

$

88
5,772
10,569

$

91
792
943

$

14,897

$

706

$

16,429

$

1,826

Warrants

The following table summarizes the changes in the number of warrants outstanding during the six months ended June 30, 2019 and
2018:

Number
Balance of warrants - beginning of period
Issued for cash
Issued to acquire assets
Cancelled - loan modification
Issued - loan modification

June 30, 2019
Weighted
average
exercise price

June 30, 2018
Weighted
average
exercise price

Number

153,611,386
19,401,832
(168,735,308)
168,735,308

$

1.03
0.16
0.23
0.02

121,672,099
4,000,000
-

$

2.11
3.00
-

Balance of warrants - end of period

173,013,218

$

0.09

125,672,099

$

2.14

Balance of warrants exercisable - end of period

171,013,218

$

0.06

103,672,099

$

2.18

2019
On February 22, 2019, pursuant to modifying the fourth loan agreement (note 13), the Company issued 19,401,832 warrants,
Warrants #9, having an exercise price of $0.15636. Warrants #9 do not meet the definition of an equity instrument since the
underlying preferred shares qualify as a liability instrument, and therefore they must be accounted for as a financial instrument
carried at fair value through profit or loss (note 12).
On April 23, 2019, as part of the debt restructuring (note 13), 168,735,308 warrants (Warrants #1, 2, 8 and 9) were cancelled and
replaced with an equivalent number of new warrants, Warrants #10, that will be exercisable at an exercise price of $0.01521 per
common share and expire on April 23, 2027. The increase in the fair value of the replacement warrants compared to those cancelled
was $408 at the date of the modification and was recorded in shareholders’ equity – warrants with the corresponding expense
recorded as part of the loss on extinguishment of liabilities due to the debt restructuring.
2018
On January 29, 2018, the Company issued 4,000,000 warrants to acquire common shares, as consideration for a license. The
warrants have an exercise price of $3.00 per share and expire after five years. The first 2,000,000 warrants become exercisable
after one year while the second 2,000,000 warrants become exercisable after two years. The fair value of the warrants and
consequently the value of the license is $1,743 and was determined using a Black-Scholes option pricing model.
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On November 30, 2017, pursuant to entering into a non-revolving credit facility agreement, the Company issued the Seventh
Warrants to the holder of the long-term debt. Further details concerning the credit facility are provided in note 13. The Seventh
Warrants consist of 54,000,000 warrants from which 10,000,000 warrants were exercisable as of the date of the agreement and the
remaining 44,000,000 warrants become exercisable as and if the Company draws upon the credit facility in increments of US$10
million; 5,000,000 warrants become exercisable for each US$10 million drawn on the first US$40 million tranche of the credit facility
and 6,000,000 warrants become exercisable for each US$10 million drawn on the second US$40 million tranche of the credit facility.
Each warrant gives the holder the right to acquire one common share at an exercise price of $1.70. The warrants expire on June 30,
2026. Although the warrants are issued and outstanding in the warrant table above, for accounting purposes, these warrants will be
recognized and measured at the time they become exercisable.
As the Company drew an amount of US$10 million on the Credit Facility on each of January 22, February 23, April 30, August 2,
September 21, and November 22, 2018, the amounts received were allocated to the debt and the Warrants #7 that vested upon the
draw, based on their fair value at the time of the drawdown. The aggregate value of the proceeds attributed to the warrants that
became exercisable on those dates was $11,159, which was recorded in equity.
On November 14, 2018 an agreement was signed between the Company and the holder of the long-term debt to extend the maturity
of the three OID loans and the Credit Facility (note 13). As part of the cost for the debt modification, the Company proceeded on
November 30, 2018 to cancel 100,117,594 existing warrants (Warrants #3 to 7) and replace them with 128,056,881 new warrants
(Warrants #8), each giving the holder the right to acquire one common share at an exercise price of $1.00 per share, paid either in
cash or in consideration of the lender’s cancellation of an equivalent amount of the face value of an OID loan. The warrants expire
on November 30, 2026. A payment of $10 was received from the holder of the long-term debt as part of this transaction. The increase
in the fair value of the replacement warrants compared to those cancelled was $8,440 at the date of the modification. This value in
addition to the payment received was recorded in shareholders’ equity – warrants and the corresponding debit was recorded against
the gain on extinguishment of liabilities relating to the debt modification.
As at June 30, 2019, the following warrants were outstanding:
Number
277,910
4,000,000
168,735,308
173,013,218

Expiry date

Exercise price

September 2019
January 2023
April 2027

$

6.39
3.00
0.02

$

0.09

17. Non-controlling interests
The interest in the subsidiaries for which the Company currently holds less than 100 % interest are as follows:

Name of subsidiary
Pathogen Removal and Diagnostic
Technologies Inc.
NantPro Biosciences, LLC

Segment activity

Bioseparations
Plasma-derived therapeutics

Place of incorporation
and operation

Delaware, U.S.
Delaware, U.S.

Proportion of ownership
interest held by the group
2019

2018

77%
73%

77%
73%

The non-controlling interest (“NCI”) in Prometic Bioproduction Inc.’s owned 13% of the common shares until April 2018, when the
Company acquired these shares. Until that time, the NCI in Prometic Bioproduction Inc. was attributed its share of the operating
results and the financial position of the entity.
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The NCI balance on the consolidated statements of financial position and the losses allocated to the NCI in the consolidated
statements of operations, per subsidiary are as follows:
June 30,
2019
Consolidated statements of financial position :
Pathogen Removal and Diagnostic Technologies Inc.

(7,150)

Total non-controlling interests

$

Quarter ended June 30,
2019
2018
Consolidated statements of operations :
Prometic Bioproduction Inc.
Pathogen Removal and Diagnostic Technologies Inc.
NantPro Biosciences, LLC
Total non-controlling interests

December 31,
2018

(7,150)

(6,542)
$

(6,542)

Six months ended June 30,
2019
2018

$

(10)
(76)

$

(177)
(73)
(547)

$

(608)
(176)

$

(926)
(613)
(2,202)

$

(86)

$

(797)

$

(784)

$

(3,741)

The NantPro Biosciences, LLC non-controlling interest’s share in the funding of the subsidiary by Prometic was $176 for the six
months ended June 30, 2019 ($2,202 for the six months ended June 30, 2018) and has been presented in the consolidated
statements of changes in equity.

18. Revenues

Quarter ended June 30,
2019
2018
Revenues from the sale of goods
Revenues from the rendering of services
Rental revenue

Six months ended June 30,
2019
2018

$

8,392
328
32

$

19,690
329
136

$

16,147
771
67

$

23,479
579
389

$

8,752

$

20,155

$

16,985

$

24,447

19. Income taxes
As a result of the conversion of the parent’s debt into shares of Prometic, more than 50% of the issued shares of Prometic are now
owned by a single shareholder. The tax rules in the jurisdictions in which Prometic operates create restrictions that will have an
impact on how some of the losses are available to shelter taxable income generated in taxation years ending after this change of
ownership. Management is evaluating the practical implications of the application of these rules in each jurisdiction as well as looking
at alternatives to mitigate the implications related to their application.

20. Basic and diluted earnings per share
The Company presents basic and diluted earnings per share (“EPS”) data for its common shares. Basic EPS is calculated by dividing
the profit or loss attributable to common shareholders of the Company by the weighted average number of common shares
outstanding during the period, adjusted for any bonus element.
The number of average basic and diluted shares outstanding for all the periods presented in the consolidated statements of
operations have been adjusted in order to reflect the effect of the bonus element of the Rights Offering that occurred in June 2019
and the share consolidation that took place on July 5, 2019 (note 22).
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21. Segmented information
The Company’s three operating segments are Small molecule therapeutics, Plasma-derived therapeutics and Bioseparations.
a) Revenues and expenses by operating segments:
Small
molecule
therapeutics

For the quarter ended June 30, 2019
External revenues
Intersegment revenues
Total revenues
Cost of sales and other production expenses
Manufacturing and purchase cost of therapeutics
used for R&D activities
R&D - Other expenses
Administration, selling and marketing expenses
Segment profit (loss)

$

2
2

Plasma-derived
therapeutics
$

-

$

20
3,853
1,592
(5,463) $

725
725

Reconciliation
to statement
of operations

Bioseparations
$

7,990
191
8,181

533

3,394

11,888
6,631
2,048
(20,375) $

1,909
800
2,078

$

Total

35 $
(191)
(156)
(46)

$

3,881

(144)
14,150
(14,116) $

Loss on foreign exchange
Finance costs
Loss on extinguishments of liabilities
Change in fair value of financial instruments
measured at FVPL

(1,369)

$

Cost of sales and other production expenses
Manufacturing and purchase cost of therapeutics
used for R&D activities
R&D - Other expenses
Administration, selling and marketing expenses
Segment profit (loss)

186
3,390

$

Small
molecule
therapeutics

For the quarter ended June 30, 2018
External revenues
Intersegment revenues
Total revenues

$

-

$

Plasma-derived
therapeutics
$

-

$

1,824
3,119

14,438
14,438

$

9,961
8,238
2,811
(20,999) $

5,682
202
5,884

(132,464)

$

2,497
14,897

35 $
(202)
(167)

20,155
20,155

160
8,216

Reconciliation
to statement
of operations

Bioseparations
$

14,427

1,067
3,215
915
(5,197) $

327
172

$

$

Total

2,063

(84)

16,406

1,616
749
1,456

(93)
2,469
(2,459) $

10,935
13,069
6,944
(27,199)

$

Loss on foreign exchange
Finance costs

958
5,332

Net loss before income taxes
Other information
Depreciation and amortization
Share-based payment expense

11,764
12,393
18,590
(37,876)
107
3,556
92,294

Net loss before income taxes
Other information
Depreciation and amortization
Share-based payment expense

8,752
8,752

$

126
154

$

965
193

$

252
56

$

86
303

$

(33,489)

$

1,429
706
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Small
molecule
therapeutics

For the six months ended June 30, 2019
External revenues
Intersegment revenues
Total revenues
Cost of sales and other production expenses
Manufacturing and purchase cost of therapeutics
used for R&D activities
R&D - Other expenses
Administration, selling and marketing expenses
Segment profit (loss)

$

33
33

Plasma-derived
therapeutics
$

-

$

2,923
7
2,930

Bioseparations
$

1,663

20
6,558
2,223
(8,768) $

Reconciliation
to statement
of operations

13,959
191
14,150

$

6,616

21,122
12,107
4,010
(35,972) $

3,703
1,650
2,181

Total

70 $
(198)
(128)
(46)

$

8,233

(161)
18,351
(18,272) $

Gain on foreign exchange
Finance costs
Loss on extinguishments of liabilities
Change in fair value of financial instruments
measured at fair value through profit or loss

(1,140)

$

Cost of sales and other production expenses
Manufacturing and purchase cost of therapeutics
used for R&D activities
R&D - Other expenses
Administration, selling and marketing expenses
Segment profit (loss)

363
3,787

$

Small
molecule
therapeutics

For the six months ended June 30, 2018
External revenues
Intersegment revenues
Total revenues

$

-

$

Plasma-derived
therapeutics
$

-

$

3,623
3,470

14,961
14
14,975

(161,298)

$

4,932
16,429

70 $
(333)
(263)

24,447
24,447

4,795

(154)

21,172

3,397
1,502
41

(124)
5,614
(5,599) $

17,919
28,501
14,647
(57,792)

642
239

$

16,292
17,623
5,719
(41,190) $

9,416
319
9,735

304
8,933

Reconciliation
to statement
of operations

Bioseparations
$

16,531

1,751
7,481
1,812
(11,044) $

$

$

$

Total

Loss on foreign exchange
Finance costs

2,069
9,575

Net loss before income taxes
Other information
Depreciation and amortization
Share-based payment expense

20,981
22,368
26,234
(60,831)
(1,676)
10,909
92,374

Net loss before income taxes
Other information
Depreciation and amortization
Share-based payment expense

16,985
16,985

$

257
325

$

1,792
496

$

495
124

$

167
881

$

(69,436)

$

2,711
1,826
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b) Revenues by location

Quarter ended June 30,
2019
2018
Switzerland
United States
Sweden
Netherlands
Canada
South Korea
Austria
Other countries

$

3,187
2,305
2,046
303
439
472

$

8,752

$

Six months ended June 30,
2019
2018

2,358
14,221
136
449
2,657
126
208

$

5,826
5,469
2,046
1,477
1,281
2
884

$

3,274
14,226
740
1,007
2,657
2,102
441

20,155

$

16,985

$

24,447

Revenues are attributed to countries based on the location of customers.
The Company derives significant revenues from certain customers. During the six months ended June 30, 2019, there were three
customers in the Bioseparations segment who accounted for 63% (34%, 16% and 12% respectively) and one customer in the
Plasma-derived therapeutics segment who accounted for 10% of total revenues. For the six months ended June 30, 2018, there
was one customer in the Plasma-derived therapeutics segment who accounted for 57% of total revenues and two customers in the
Bioseparations segment who accounted for 24% (13% and 11% respectively) of total revenues.

22. Subsequent event
On July 5, 2019, the Company performed a thousand-to-one share consolidation of the Company’s issued equity instruments
including common shares, warrants, options and RSUs. Any quantity relating to these instruments for 2018 and up to July 5, 2019
or any per unit price such as exercise prices disclosed throughout the interim financial statements have not been retrospectively
adjusted for the share consolidation except for the weighted average number of shares outstanding used in the calculation of basic
and diluted EPS which have been retroactively adjusted to give effect to the share consolidation as required by IAS 33, Earnings
per share and consequently the basic and diluted earnings per share for the periods presented, and the quantities provided in the
table below.
The effect of the share consolidation on the issued and outstanding number of common shares, stock options, restricted share units
and warrants outstanding at June 30, 2019 is as follows:
Balance before
share
consolidation
Common shares
Stock options
Restricted share units
Warrants

23,313,233,245
2,056,793,035
18,151,066
171,013,218

Balance after
share
consolidation
23,313,191
2,056,218
18,009
173,013
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