
 

No securities regulatory authority has expressed an opinion about these securities and it is an offence to claim otherwise.  This short form 

prospectus constitutes a public offering of these securities only in those jurisdictions where they may be lawfully offered for sale and only by persons 

permitted to sell these securities in those jurisdictions. 

The securities offered under this short form prospectus have not been and will not be registered under the United States Securities Act of 1933, as 

amended (the “U.S. Securities Act”), or any state securities laws, and may not be offered or sold within the United States or to, or for the account 

or benefit of, any U.S. persons or any persons in the United States unless exemptions from the registration requirements of the U.S. Securities Act 

and applicable state securities laws are available.  This short form prospectus does not constitute an offer to sell or a solicitation or an offer to buy 

any of the securities offered hereby within the United States or to, or for the benefit of, U.S. persons. “United States” and “U.S. person” have the 

meanings ascribed to them in Regulation S under the U.S. Securities Act.  See “Plan of Distribution”. 

Information has been incorporated by reference in this short form prospectus from documents filed with securities commissions or similar 

authorities in Canada.  Copies of the documents incorporated herein by reference may be obtained on request without charge from the Corporate 

Secretary of LexaGene Holdings Inc., 500 Cummings Centre, Suite 4550, Beverly, Massachusetts, 01915, Telephone: 1-800-215-1824, and are 

also available electronically at www.sedar.com. 
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This short form prospectus (the “Prospectus”) qualifies the distribution of 13,600,000 units (the “Units”) 

issued from treasury of LexaGene Holdings Inc. (the “Company” or “LexaGene”) (the “Offering”) at a price of 

$0.85 per Unit (the “Offering Price”). Each Unit will consist of one common share in the capital of the Company 

(each a “Unit Share”) and one-half of one common share purchase warrant (each whole warrant, a “Warrant”). Each 

Warrant will entitle the holder thereof to acquire, subject to adjustment in certain circumstances, one common share 

in the capital of the Company (each, a “Warrant Share”) at an exercise price of $1.10, until 4:00 p.m. (Eastern time) 

on the date that is 36 months from the Closing Date (as defined herein), subject to the terms of a warrant indenture 

(the “Warrant Indenture”) to be dated as of the Closing Date between the Company and Computershare Trust 

Company of Canada (the “Warrant Agent”), as warrant agent.  

The Offering is being undertaken pursuant to an underwriting agreement (the “Underwriting Agreement”) 

dated August 24, 2020 between the Company and Canaccord Genuity Corp. (“Canaccord”) and Industrial Alliance 

Securities Inc., as co-lead underwriters and co-lead book-runners (collectively, the “Underwriters”). The Offering 

Price was determined by arm’s length negotiation between the Company and Canaccord with reference to the 

prevailing market price of the Common Shares on the TSX Venture Exchange (the “TSXV”). The Company has 

received conditional approval to list the Unit Shares and Warrant Shares to be distributed under this Prospectus on the 

TSXV.  Listing will be subject to the Company fulfilling all of the requirements of the TSXV. See “Plan of 

Distribution”. 

The Company’s common shares (the “Common Shares”) are listed and posted for trading on the TSXV 

under the symbol “LXG”.  On August 17, 2020, the last trading day prior to the announcement of the Offering, the 

http://www.sedar.com/
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closing price of the Common Shares on the TSXV was $0.92.  On August 28, 2020, the last trading day prior to the 

date of this Prospectus, the closing price of the Common Shares on the TSXV was $0.88. 

 

 

Price 

to the Public  

Underwriters’ 

Fee(1) (2)  

Net Proceeds 

to the Company(3) 

Per Unit ..........................................................  

Total Offering .................................................  

$0.85 

$11,560,000 

 $0.0595 

$809,200 

 $0.7905 

$10,750,800 
 

     

(1) Pursuant to the Underwriting Agreement, the Company has agreed to pay to the Underwriters a cash fee equal to 7.0% 

of the gross proceeds of the Offering (the “Underwriters’ Fee”) (including in respect of any exercise of the Over-

Allotment Option (as hereinafter defined), if any), subject to a reduced fee of 3.5% for Units sold by the Underwriters to 

certain purchasers designated by the Company on the President’s list (the “President’s List”). As additional 

compensation, the Company has agreed to issue Broker Warrants (the “Broker Warrants”) to the Underwriters on the 

Closing Date. The Broker Warrants will entitle the Underwriters to purchase that number of Common Shares as is equal 

to 7.0% of the total number of Units, (including any Additional Units (as hereinafter defined) issued upon exercise of the 

Over-Allotment Option) sold under the Offering (the “Underwriters’ Shares”), subject to a reduced number of Broker 

Warrants equal to 3.5% of the Units sold by the Underwriters to purchasers on the President’s List, at the exercise price 

of $1.10 per Underwriters’ Share for a period of 36 months from the Closing Date. The above table assumes no Units are 

purchased by President’s List purchasers.  This Prospectus qualifies the distribution of the Broker Warrants.  See “Plan 

of Distribution”.  

(2) The Underwriters have been granted an option (the “Over-Allotment Option”), exercisable, in whole or in part, at the 

sole discretion of the Underwriters, at any time not later than the 30th day after the Closing Date, to purchase from the 

Company up to an additional 2,040,000 Units of the Company (the “Additional Units”) at the Offering Price and/or up 

to 2,040,000 additional Unit Shares (“Additional Unit Shares”) and/or up to 1,020,000 additional Warrants 

(“Additional Warrants”), to cover the Underwriters’ over-allocation position, if any, and for market stabilization 

purposes. The Over-Allotment Option may be exercised by the Underwriters: (i) to acquire Additional Units at the 

Offering Price; or (ii) to acquire Additional Unit Shares at a price of $0.7853 per Additional Unit Share, or (iii) to acquire 

Additional Warrants at a price of $0.1294 per Additional Warrant; or (iv) to acquire any combination of Additional Units, 

Additional Unit Shares and Additional Warrants, so long as the aggregate number of Additional Unit Shares and 

Additional Warrants which may be issued under the Over-Allotment Option does not exceed 2,040,000 Additional Unit 

Shares and 1,020,000 Additional Warrants, to cover the Underwriters’ over-allocation position, if any, and for market 

stabilization purposes. If the Over-Allotment Option is exercised in full for Additional Units, the total “Price to the 

Public”, “Underwriters’ Fee” and “Net Proceeds to the Company” will be $13,294,000, $930,580 and $12,363,420, 

respectively. This Prospectus qualifies the grant of the Over-Allotment Option and the distribution of the Additional 

Units, Additional Unit Shares and Additional Warrants issuable upon exercise of the Over-Allotment Option. A purchaser 

who acquires securities forming part of the Underwriters’ over-allocation position acquires those securities under this 

Prospectus, regardless of whether the over-allocation position is ultimately filled through the exercise of the Over-

Allotment Option or secondary market purchases. See “Plan of Distribution”. 

(3) After deducting the Underwriters’ Fee, but before deducting the expenses of the Offering (assuming no President’s List 

purchasers), which are estimated to be $250,000, which, together with the Underwriters’ Fee, will be paid out of the gross 

proceeds of the Offering. 

The following table sets out the number of securities that may be issued by the Company pursuant to the 

Over-Allotment Option and the Broker Warrants: 

Underwriters’ Position 

Number of Securities 

Available Exercise Period  Exercise Price  

Broker Warrants(1) 952,000 

Underwriters’ Shares(2) 

Exercisable for a period of 

36 months following the 

Closing Date 

$1.10 per Underwriters’ 

Share 

Over-Allotment Option 2,040,000 Units Not later than the 30th day 

after the Closing Date 

$0.85 per Additional Unit 

($0.7853 per Additional Unit 

Share and $0.1294 per 

Additional Warrant) 

     

(1) The Prospectus qualifies the distribution of the Broker Warrants. 
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(2) If the Over-Allotment Option is exercised in full for Additional Units, the total “Number of Securities Available” will be  

1,094,800 Underwriters’ Shares. 

Unless the context otherwise requires, when used herein, all references to “Offering”, “Units”, “Unit Shares” 

and “Warrants” include the Additional Units, Additional Unit Shares and Additional Warrants issuable upon exercise 

of the Over-Allotment Option.  

The Underwriters, as principal, conditionally offer the Units, subject to prior sale, if, as and when issued by 

the Company and accepted by the Underwriters in accordance with the conditions contained in the Underwriting 

Agreement referred to under “Plan of Distribution” and subject to approval of certain legal matters relating to the 

Offering on behalf of the Company by McMillan LLP and on behalf of the Underwriters by DLA Piper (Canada) LLP. 

An investment in the Units involves a high degree of risk.  Prospective investors should consider the 

risk factors described under “Risk Factors” in this Prospectus and in the Company’s Annual Information Form 

(as defined herein), which is incorporated herein and can be found on SEDAR at www.sedar.com, before 

purchasing the Units. 

The Underwriters propose to offer the Units initially at the Offering Price. After the Underwriters 

have made a reasonable effort to sell all of the Units at such price, the Offering Price may be decreased and 

may be further changed from time to time to an amount not greater than the Offering Price, and the 

compensation realized by the Underwriters will be decreased by the amount that the aggregate price paid by 

purchasers for the Units is less than the proceeds paid by the Underwriters to the Company. See “Plan of 

Distribution”. 

Subject to applicable laws and in connection with the Offering, the Underwriters may effect transactions 

which stabilize or maintain the market price of the Common Shares at levels other than those which otherwise might 

prevail on the open market.  Such transactions, if commenced, may be discontinued at any time.  See “Plan of 

Distribution”. 

There is no market through which the Warrants may be sold and purchasers may not be able to resell the 

Warrants purchased under this Prospectus. This may affect the pricing of the Warrants in the secondary market, the 

transparency and availability of trading prices, the liquidity of the Warrants, and the extent of issuer regulation. See 

“Risk Factors”. 

Subscriptions will be received subject to rejection or allotment in whole or in part and the right is reserved 

to close the subscription books at any time without notice.  The closing of the Offering is expected to occur on or 

about September 9, 2020 or such later date as may be agreed upon by the Company and the Underwriters (the “Closing 

Date”); however, the Units are to be taken up by the Underwriters, if at all, on or before a date that is not later than 

42 days after the date of the receipt for the final short form prospectus. 

Other than pursuant to certain exceptions, the Unit Shares and Warrants will be available for delivery in the 

book-based system through CDS Clearing and Depository Services Inc. (“CDS”) or its nominee and will be deposited 

with CDS on the Closing Date in electronic form. A purchaser of Units will receive only a customer confirmation 

from the Underwriter or other registered dealer who is a CDS participant (a “CDS Participant”) through which the 

Units are purchased.  CDS will record the CDS participants who hold Unit Shares and Warrants on behalf of owners 

who have purchased Units in accordance with the book-based system. Purchasers who are not issued certificates 

evidencing the Unit Shares and Warrants comprising the Units which are subscribed for by them at closing are entitled, 

under the Business Corporations Act (British Columbia) (the “BCBCA”), to request that certificates be issued in their 

name.  Such a request will need to be made through the CDS Participant through whom the beneficial interest in the 

securities is held at the time of the request. 

Prospective investors should rely only on the information contained or incorporated by reference in 

this Prospectus.  The Company and the Underwriters have not authorized anyone to provide prospective 

investors with information different from that contained or incorporated by reference in this Prospectus.  The 

Underwriters are offering to sell and seeking offers to buy the Units only in jurisdictions where, and to persons 
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to whom, offers and sales are lawfully permitted. Readers should not assume that the information contained in 

this Prospectus is accurate as of any date other than the date on the cover page of this Prospectus. 

Prospective purchasers are advised to consult their own tax advisors regarding the application of 

Canadian federal income tax laws to their particular circumstances, as well as any other provincial, territorial, 

foreign and other tax consequences of acquiring, holding or disposing of the Units, including the Canadian 

federal income tax consequences applicable to a foreign controlled Canadian corporation that acquires the 

Units. See “Eligibility for Investment” and “Certain Canadian Federal Income Tax Considerations“. 

Dr. John (Jack) Regan, Mr. Tom Slezak, Dr. Manohar R. Furtado, Jeffrey Mitchell and Joseph Caruso 

(collectively, the “Non-Resident D&Os”) are directors and/or officers of the Company, and reside outside of Canada. 

They have appointed McMillan LLP, located at Suite 1500 – 1055 West Georgia Street, Vancouver, British Columbia, 

V6E 4N7, as agent for service of process.  Purchasers are advised that it may not be possible for investors to enforce 

judgments obtained in Canada against any person who resides outside of Canada, even if the party has appointed an 

agent for service of process. 

Unless otherwise indicated, all references to dollar amounts in this Prospectus are to Canadian dollars. 

The Company’s headquarters and principal address is located at 500 Cummings Centre, Suite 4550, Beverly, 

Massachusetts, 01915. The Company’s registered office is located at Suite 1500-1055 West Georgia Street, 

Vancouver, British Columbia, V6E 4N7. 
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CAUTIONARY STATEMENT REGARDING 

FORWARD-LOOKING INFORMATION 

This Prospectus and the documents incorporated by reference herein contains information which may 

constitute “forward-looking information” within the meaning of applicable Canadian securities legislation.  Forward-

looking information involves statements that are not based on historical information, but rather relate to future 

operations, strategies, financial results or other developments.  Forward-looking information is necessarily based upon 

estimates and assumptions, which are inherently subject to significant business, economic and competitive 

uncertainties and contingencies, many of which are beyond the Company’s control and many of which, regarding 

future business decisions, are subject to change. These uncertainties and contingencies can affect actual results and 

could cause actual results to differ materially from those expressed in any forward-looking information made by or 

on the Company’s behalf.  Although the Company has attempted to identify important factors that could cause actual 

actions, events or results to differ materially from those described in forward-looking information, there may be other 

factors that cause actions, events or results to differ from those anticipated, estimated or intended.  All factors should 

be considered carefully and investors should not place undue reliance on the Company’s forward-looking information 

as actual results may vary. Examples of such forward-looking information within this Prospectus include statements 

relating to: expected use of proceeds of the Offering, completion and timing of the Offering, plans and expectations 

for the manufacturing and commercialization of the Company’s rapid pathogen detection System (as defined herein), 

competition and government regulations and demand for the Company’s product. Forward-looking information is 

made based on management’s beliefs, estimates and opinions and is given only as of the date of this Prospectus. The 

Company undertakes no obligation to update forward-looking information if these beliefs, estimates and opinions or 

other circumstances should change, except as may be required by applicable law. 

Forward-looking information reflects the Company’s current views with respect to expectations, beliefs, 

assumptions, estimates and forecasts about the Company’s business and the industry and markets in which the 

Company operates. Forward-looking information is not a guarantee of future performance and involves risks, 

uncertainties and assumptions, which are difficult to predict. Assumptions underlying the Company’s expectations 

regarding forward-looking statements or information contained in this Prospectus include, among others ability of the 

Company to obtain necessary United States Food and Drug Administration (“FDA”) and United States Department 

of Agriculture (“USDA”) approval for its product, the success of the technology underlying the Company’s product, 

commercial acceptance of the product, the ability of the Company to protect its intellectual property, the Company’s 

ability to generate revenue, success with the Company’s strategies and achieving its business objectives, the 

Company’s ability to raise sufficient funds from equity or other financings in the future to support its operations, and 

general business and economic conditions.  The foregoing list of assumptions is not exhaustive. 

Persons reading this Prospectus are cautioned that forward-looking information is only a prediction, and that 

the Company’s actual future results or performance are subject to certain risks and uncertainties including: 

 

 the sufficiency of the Company’s working capital, anticipated operating cash flow or its ability to raise 

additional funds on satisfactory terms;   

 the effect of the Novel Coronavirus (“Covid-19”) outbreak on the ability of the Company to carry on 

business; 

 increasing competition in the market for pathogen testing devices; 

 the ability of the Company to successfully complete the commercial design of the System; 

 ability of the Company to commercially manufacture its product; 

 the estimated cost and availability of funding for ongoing capital requirements;  

 compliance with FDA and USDA regulations and obtaining any necessary approvals;  

 ability to obtain FDA approval for COVID-19 testing; 

 estimated development and production expenditures to be incurred by the Company;  

 ability of the Company to protect its intellectual property; 

 ability to validate diagnostic capabilities through further research and development; 

 compliance with environmental, health, safety and other laws and regulations; and 

 whether the key personnel will continue their employment with the Company. 
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Some of the important risks and uncertainties that could affect forward-looking statements are described in 

this Prospectus. Should one or more of these risks and uncertainties materialize, or should underlying factors or 

assumptions prove incorrect, actual results may vary materially from those described in forward-looking statements. 

Material factors or assumptions involved in developing forward-looking statements include, without limitation, that: 

 

 the impact of increasing competition for pathogen testing devices;  

 uncertainties relating to government approvals;  

 unpredictable changes to the market prices for pathogen testing devices;  

 ability of the Company to protect its intellectual property; 

 that key personnel with continue with the Company; 

 that the Company will be able to successfully and profitably manufacture its product on a commercial 

scale; 

 availability of additional financing;  

 that there will continue be demand for pathogen testing devices; and 

 the Corporation’s ability to obtain additional financing on satisfactory terms. 

This list is not exhaustive of the factors that may affect any of forward-looking statements or information of 

the Company.  Further, any forward-looking statement speaks only as of the date on which such statement is made, 

and, except as required by applicable law, the Company does not undertake any obligation to update any forward-

looking statement to reflect events or circumstances after the date on which such statement is made or to reflect the 

occurrence of unanticipated events.  New factors emerge from time to time, and it is not possible for management of 

the Company to predict all such factors and to assess in advance the impact of each such factor on the business of the 

Company or the extent to which any factor, or combination of factors, may cause actual results to differ materially 

from those contained in any forward-looking statement.  See “Risk Factors”. 

Although the Company believes that the expectations conveyed by the forward-looking statements are 

reasonable based on the information available to it on the date such statements were made, no assurances can be given 

as to future results, approvals or achievements. The forward-looking statements contained in this Prospectus and the 

documents incorporated by reference herein are expressly qualified by this cautionary statement.  

This Prospectus includes market data and forecasts with respect to the biotechnology, food safety, veterinary 

and human diagnostics, and water quality monitoring markets. Although the Company is responsible for all of the 

disclosure contained in this Prospectus, in some cases the Company relies on and refers to market data and certain 

industry forecasts that were obtained from third party surveys, market research, consultant surveys, publicly available 

information and industry publications and surveys that it believes to be reliable. Unless otherwise indicated, all market 

and industry data and other statistical information and forecasts contained in this Prospectus are based on independent 

industry publications, reports by market research firms or other published independent sources and other externally 

obtained data that the Company believes to be reliable. Any such market data, information or forecast may prove to 

be inaccurate because of the method by which it was obtained or because it cannot always be verified with complete 

certainty given the limits on the availability and reliability of raw data, the voluntary nature of the data gathering 

process and other limitations and uncertainties, including those discussed under the captions “Risk Factors”. As a 

result, although the Company believes that these sources are reliable, it has not independently verified the information. 

ELIGIBILITY FOR INVESTMENT 

In the opinion of McMillan LLP, counsel to the Company, and DLA Piper (Canada) LLP, counsel to the 

Underwriters, based on the provisions of the Income Tax Act (Canada) and the regulations thereunder (collectively, 

the “Tax Act”) and any proposals to amend the Tax Act publicly announced by or on behalf of the Minister of Finance 

(Canada) prior to the date hereof, as of the date of this Prospectus, the Unit Shares, Warrants and Warrant Shares, if 

issued on the date hereof, would be “qualified investments” under the Tax Act for trusts governed by registered 

retirement savings plans (“RRSPs”), registered retirement income funds (“RRIFs”), deferred profit sharing plans, 

registered education savings plans (“RESPs”), registered disability savings plans (“RDSPs”) and tax-free savings 

accounts (“TFSAs”), all as defined in the Tax Act (collectively “Deferred Income Plans”), provided that (i) in the 

case of the Unit Shares and the Warrant Shares, such Unit Shares or Warrant Shares are listed on a “designated stock 

exchange” as defined in the Tax Act (which currently includes Tier 2 of the TSXV), and (ii) in the case of the Warrants, 
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the Warrant Shares are qualified investments as described in (i) above and the Company is not, and deals at arm's 

length with each person who is, an annuitant, a beneficiary, an employer or a subscriber under or a holder of the 

particular Deferred Income Plan. 

Notwithstanding that a Unit Share, Warrant or Warrant Share may be a qualified investment as discussed 

above, if the Unit Share, Warrant or Warrant Share is a “prohibited investment” for the purposes of the Tax Act, the 

holder of a TFSA or RDSP, the annuitant under an RRSP or RRIF, or the subscriber of an RESP (as the case may be) 

that holds such Unit Share, Warrant or Warrant Share will be subject to penalty taxes as set out in the Tax Act.  The 

Unit Share, Warrant or Warrant Share will be a prohibited investment for a RRSP, RRIF, RDSP, RESP or TFSA if 

the holder of the TFSA or RDSP, subscriber of the RESP or the annuitant under the RRSP or RRIF, as the case may 

be, does not deal at arm’s length with the Company for the purposes of the Tax Act or has a “significant interest” (as 

defined in the Tax Act for purposes of the prohibited investment rules) in the Company. However, a Unit Share or 

Warrant Share will not be a “prohibited investment” if such securities are “excluded property” (as defined in the Tax 

Act for purposes of the prohibited investment rules) for trusts governed by such RRSP, RRIF, RDSP, RESP or TFSA. 

 Purchasers who intend to hold Unit Shares, Warrants or Warrant Shares through a Deferred Income 

Plan should consult their own tax advisors with respect to the application of these rules in their particular 

circumstances. 

DOCUMENTS INCORPORATED BY REFERENCE 

The following documents filed with the securities commission or similar regulatory authority in each of the 

Provinces of Canada, except the Province of Québec, are available at www.sedar.com and are specifically incorporated 

by reference into, and form an integral part of, this Prospectus, provided that such documents are not incorporated by 

reference to the extent that their contents are modified or superseded by a statement contained in this Prospectus or in 

any other subsequently filed document that is also incorporated by reference in this Prospectus: 

 the annual information form of the Company for the year ended February 29, 2020, dated June 26, 2020 (the 

“Annual Information Form”); 

 the audited consolidated financial statements of the Company, and the notes thereto, for the years ended 

February 29, 2020 and February 28, 2019, together with the auditors’ report thereon; 

 the management’s discussion and analysis of financial condition and results of operations for the year ended 

February 29, 2020; 

 the unaudited interim consolidated financial statements of the Company, and the notes thereto, for the three 

months ended May 31, 2020; 

 the management’s discussion and analysis of financial condition and results of operations for the three months 

ended May 31, 2020; 

 the management information circular of the Company dated July 16, 2019 distributed in connection with the 

Company’s annual general of shareholders held on August 23, 2019; 

 the material change report dated March 11, 2020 with respect to the Company’s corporate update; 

 the material change report dated March 24, 2020 with respect to the appointment of Steven Armstrong as 

Senior Director of Operations; 

 the material change report dated April 27, 2020 with respect to the proposed amendment of warrant terms 

and the commencement of a strategic marketing promotional campaign; 

 the material change report dated May 11, 2020 with respect regulatory approval to amend warrant terms;  
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 the material change report dated May 28, 2020 with respect to placing a pre-commercial System that tests 

for Covid-19 and other pathogens in a hospital laboratory; 

 the material change report dated July 13, 2020 with respect to the introduction of the Company’s MiQLab™ 

commercial product;  

 the template version of the term sheet relating to the Offering dated August 18, 2020 (the “Term Sheet”); 

and 

 the amended template version of the term sheet relating to the Offering dated August 19, 2020 (the 

“Amended Term Sheet”). 

Material change reports (other than confidential reports), business acquisition reports, annual financial 

statements, interim financial statements, the associated management’s discussion and analysis of financial condition 

and results of operations and all other documents of the type referred to in section 11.1 of Form 44-101F1 of National 

Instrument 44-101 – Short Form Prospectus Distributions to be incorporated by reference in a short form prospectus, 

filed by the Company with a securities commission or similar regulatory authority in Canada after the date of this 

Prospectus and before completion or withdrawal of the Offering, will be deemed to be incorporated by reference into 

this Prospectus.  The documents incorporated or deemed to be incorporated herein by reference contain meaningful 

and material information relating to the Company and readers should review all information contained in this 

Prospectus and the documents incorporated or deemed to be incorporated by reference herein.  

Any statement contained in a document incorporated or deemed to be incorporated by reference 

herein will be deemed to be modified or superseded for the purposes of this Prospectus to the extent that a 

statement contained in this Prospectus or in any subsequently filed document that also is or is deemed to be 

incorporated by reference herein modifies or supersedes such statement. Any statement so modified or 

superseded will not constitute a part of this Prospectus, except as so modified or superseded. The modifying or 

superseding statement need not state that it has modified or superseded a prior statement or include any other 

information set forth in the statement or document that it modifies or supersedes. The making of such a 

modifying or superseding statement will not be deemed an admission for any purpose that the modified or 

superseded statement, when made, constituted a misrepresentation, an untrue statement of a material fact or 

an omission to state a material fact that is required to be stated or that is necessary to make a statement not 

misleading in light of the circumstances in which it was made. 

Copies of the documents incorporated herein by reference may also be obtained on request without charge 

from the Corporate Secretary of LexaGene Holdings Inc., 500 Cummings Centre, Suite 4550, Beverly, Massachusetts, 

01915, Telephone: (800) 215-1824. 

EXCHANGE RATE INFORMATION 

Unless stated otherwise or as the context otherwise requires, all references to dollar amounts in this 

Prospectus and any other document that are incorporated by reference into this Prospectus are references to Canadian 

dollars, unless otherwise indicated.  

The high, low and average of the daily rates for the United States dollar in terms of Canadian dollars for the 

financial period ended February 29, 2020 and the high, low and average of the daily rates for the United States dollar 

in terms of Canadian dollars for each of the financial periods ended February 28, 2019 and February 28, 2018, as 

quoted by the Bank of Canada, were as follows:  
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 Year ended 

 February 29, 2020 

Year ended  

February 28, 2019 

Year ended  

February 28, 2018 

  (In Canadian Dollars) 

High 1.3527 1.3642 1.3743 

Low 1.2970 1.2552 1.2128 

Average 1.3256 1.3081 1.2880 

Closing 1.3429 1.3169 1.2809 

On August 28, 2020, the daily exchange rate for the United States dollar in terms of Canadian dollars, as 

quoted by the Bank of Canada, was US$1.00 = $1.3097. 

MARKETING MATERIALS 

The Term Sheet and the Amended Term Sheet (collectively, the “Marketing Materials”) are not part of this 

Prospectus to the extent that the contents of the Marketing Materials are modified or superseded by a statement 

contained in this Prospectus. The Term Sheet has been revised to reflect an increase in the number of Units offered 

and is superseded by the Amended Term Sheet. 

Any “template version” of any “marketing materials” (each as defined in National Instrument 41-101 – 

General Prospectus Requirements) filed under the Company’s profile on SEDAR at www.sedar.com after the date of 

this Prospectus and before the termination of the distribution under the Offering (including any amendments to, or an 

amended version of, the Marketing Materials) will be deemed to be incorporated by reference into this Prospectus.  

THE COMPANY 

The Company was incorporated under the BCBCA on April 26, 2007, under the name “Stoneshield Capital 

Corp.” and changed its name to “Wolfeye Resource Corp.” on April 17, 2013. On October 12, 2016, the Company 

changed its name to its present name, LexaGene Holdings Inc.  The Company’s Common Shares are listed on the 

TSXV under the trading symbol “LXG”. 

LexaGene has one wholly-owned subsidiary, Bionomics Diagnostics Inc. (“Bionomics”).  Bionomics was 

incorporated on February 10, 2015 under the laws of the Province of British Columbia, and this subsidiary owns the 

licensing rights to develop and market LexaGene’s technology from Lawrence Livermore National Security LLC 

(“LLNS”). Bionomics has one wholly-owned subsidiary, LexaGene Inc., which was incorporated under 

Massachusetts law on March 3, 2016. 

LexaGene is a molecular diagnostics company developing a fully automated pathogen detection system 

(“MiQLabTM” or the “System”) for use at the site of sample collection, which offers ease-of-use, sensitivity, and 

breadth of pathogen detection. LexaGene’s technology aims to transform the way organizations prevent and diagnose 

disease in multi-billion dollar markets such as food safety, veterinary and human diagnostics, water quality 

monitoring, aquaculture pathogen surveillance, and others.  

The System  

MiQLab™ has been designed to process a sample and return results in approximately one hour, depending 

on the size of the sample being processed and whether the screening is for ribonucleic acid (RNA) or deoxyribonucleic 

acid (DNA) pathogens. MiQLab™ automates the six steps that would normally be performed by a molecular biologist. 

In particular, MiQLab™ i) breaks down cell walls to expose genetic material, ii) purifies the genetic material away 

from the cell walls and other cellular matter in the sample, iii) assembles a series of reactions that are specific for the 

targeted genetic sequences, iv) amplifies the genetic material using the polymerase chain reaction (“PCR”), v) 

optically monitors these reaction mixtures for the presence of amplified PCR products, and vi) generates a report that 

identifies the genetic targets found in each sample. For each processed sample, MiQLab™ utilizes a single-use 

disposable cartridge. 

http://www.sedar.com/
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MiQLab™ has two unique features that, to the Company’s knowledge, are currently not available in any 

other commercial product for automated bio-detection. First, LexaGene’s automated technology is capable of 

processing a range of sample volumes. Larger volume processing generally allows for more reliable detection of low 

titer (i.e. count) pathogens. The ability of LexaGene’s technology to process larger volume samples translates into 

more frequent identification of samples containing disease-causing pathogens, and shortens the time-to-result for 

detecting low-titer pathogens growing in an enrichment broth.  Although this is a capability, the Company’s first 

product with the associated sample preparation cartridge will not be equipped to handle large sample volumes. 

Additional research and development into a new sample preparation cartridge would be required to fully enable this 

unique feature.  The second unique feature is the ‘open-access’ nature of the technology. The Company believes open-

access will allow users to customize the tests MiQLab™ runs, so they can target one or more genetic sequences of 

interest. Individuals using MiQLab™ can load their own real-time PCR-assays into the system’s assay panel, and 

when processing a sample, the system automates sample preparation, assay assembly, PCR, and data analysis.  

Normally, these processes would need to be performed by skilled molecular biologists. Management believes this 

feature will open up markets that are poorly serviced by LexaGene’s competitors. 

The Company is primarily focused on veterinary diagnostics and human clinical diagnostics for COVID-19 

testing. For these markets, the Company is spending a significant amount of resources on developing and 

manufacturing validated reagents for the analyzer to detect high-value pathogens. Validated assays can be sold at a 

premium and are expected to be an important source of revenue for the Company. In contrast, the open-access market 

requires the end-user to provide their own assays for target detection. Of note, open-access users will still be required 

to purchase reagent panels from LexaGene that contain the necessary controls required for successful operation of the 

System.   

Veterinary Diagnostics Market 

The veterinary diagnostics market is expected to reach $5.4 billion by 2024.1 Within this market, LexaGene 

is focusing on companion animal diagnostics. 

The Company believes there is high demand for faster diagnostics in veterinary medicine, particularly in 

emergency medicine, critical care, and internal medicine. Survey results and discussions with veterinarians confirm a 

need for in-hospital detection capabilities to identify the causative pathogen and whether it/they are resistant to 

antimicrobials. The Company believes veterinarians want a genetic analyzer to be commercialized that has the 

capability to screen urine, wound swabs, nasopharyngeal swabs, blood, joint fluid, and abdominal fluid for infectious 

diseases.  LexaGene’s prototypes are capable of processing some of these matrices, but additional research and 

development will be required to validate the all of the mentioned matrices. See “Risk Factors”.  

The Company believes LexaGene’s technology will to be able to quickly identify disease-causing 

pathogen(s) and provide information on antibiotic resistance in emergency rooms and medical clinics. Veterinarians 

will be able to use this information to determine whether an infection is present, and if so, whether antibiotic resistance 

factors are present that might sway their prescription choice.  Of note, resistance to some antibiotics is caused by 

multiple genes and transcription and translation modifiers, so translating a genetic result into a true phenotypic 

response is very difficult and sometimes impossible for some antibiotics.  LexaGene’s antimicrobial resistance panel 

focuses on detecting genes (e.g. beta lactamase) that are responsible for conferring resistance to beta lactam drugs, 

such as penicillins, cephalosporins, carbapenems, and beta-lactamase inhibitors.  Additionally, tests are under 

development for vancomycin and lincosamides resistance, which will also be included in the panel. See “Risk 

Factors”. 

LexaGene is working on validating assays to target common veterinary pathogens, with an initial focus on 

pathogens that cause urinary tract infections and soft tissue infections. The Company anticipates its first panel for 

veterinary diagnostics will be called the Bacterial and AMR panel. It will include tests for E. coli, Proteus, Klebsiella, 

Enterobacter, Pseudomonas, Staphylococcus, Streptococcus & Enterococcus and for bacteria and assays for the 

following antibiotic resistance genes: TEM, SHV, CTX-M, CMY, KPC, VIM, IMP, NDM, OXA48, MecA, VanA, 

and VanB. See “Risk Factors”. 

                                                           
1 https://www.marketwatch.com/press-release/over-8-cagr-animal-diagnostics-market-will-reach-54-billion-by-2024-2018-09-24 
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Human Clinical Diagnostic Market  

 

 In regards to human clinical diagnostics, also referred to as the in-vitro diagnostics market (“IVD”), 

LexaGene anticipates pursuing FDA Emergency Use Authorization (“EUA”) for COVID-19 testing.  This is a change 

in course for the Company, as it was originally planning on postponing pursuing the IVD market until after first 

succeeding in veterinary diagnostics and food safety testing.   

On February 5, 2020 the U.S. Center for Disease Control test was granted EUA to allow for the marketing 

and sale of its COVID-19 test kit.  Unfortunately, the kit was plagued with quality problems, preventing its use. 

Revising and getting the kits manufactured took weeks. After significant pressure from the Association of Public 

Health Laboratories and other public health officials, on February 29, 2020, FDA Commissioner Stephen M. Hahn, 

M.D. relaxed the FDA’s policies, allowing for reference laboratories to start using their own COVID-19 diagnostic 

tests prior to receiving EUA.  Also, under the EUA rules, test kit manufacturers were allowed to start selling COVID-

19 tests into the clinical diagnostics market without having FDA 510(k) clearance. In late February, 2020, the 

Company’s management met to discuss entering the COVID-19 testing market and decided it was in the best interest 

of the Company to do so. 

The Company is currently communicating with the FDA regarding its proposed test plan.  The Company 

intends to start executing its FDA plan once the Company’s management is comfortable the technology is stable 

enough and generates sufficiently high-quality data to move forward through the FDA authorization process.  As at 

the date of this Prospectus, there is no guarantee the Company will reach the critical point of comfort nor is there any 

guarantee the FDA will grant the Company EUA for COVID-19 testing. See “Risk Factors”. 

Through early communications with the FDA, the Company has learned that the FDA has established two 

paths for molecular diagnostics.  The first is for use in high complexity laboratories (e.g. reference laboratories) and 

the second is for point-of-need testing, where having a Clinical Laboratory Improvement Amendments (“CLIA”) -

waived product is required.  LexaGene’s technology is designed for point-of-need testing, but the requirements for 

getting EUA to operate at the point-of-need are substantially more than in high complexity laboratories.  The Company 

intends to first pursue an EUA study plan to meet the requirements to sell into high complexity laboratories.  As soon 

as reasonably possible, the Company intends to start the required additional studies for point-of-need testing.    

The benefit of LexaGene’s technology is in multiplex testing for numerous pathogens at once (i.e. syndromic 

testing). Respiratory distress can be caused by many pathogens, not just COVID-19.  However, the FDA’s current 

EUA is for COVID-19 testing only.  Other manufacturers of sample-to-answer multiplex diagnostics that have already 

been granted EUA for COVID-19 testing had already gone through the FDA 510(k) path for their syndromic testing 

technology so adding COVID-19 was a relatively easy task.  LexaGene does not have the benefit of already going 

through the FDA for pathogen testing.  Assuming the Company decides to move forward and complete an EUA study 

for COVID-19 testing,  LexaGene intends to seek FDA approval to allow the Company to submit an amendment to 

its COVID-19 test to include additional tests for influenza and other respiratory pathogens.  The Company is hopeful 

the FDA will be receptive to such a proposal, but there is no precedence for such action, so these efforts might not be 

successful.  Nonetheless, at the appropriate time, the Company intends to reach out to the FDA, as the Company and 

other experts anticipate there will be strong market demand for point-of-need syndromic testing once the influenza 

season picks up in the fall.  Should the FDA be amenable to the Company’s plan, the Company expects it will need 

to complete a study similar to COVID-19, but for every additional pathogen (e.g. influenza) that the Company wants 

to include in its test panel.  The Company is not making any express or implied claims that its product has the ability 

to eliminate, cure or contain COVID-19 as at the date of this Prospectus.   

Food Safety Market 

Due to the Company’s pursuit of FDA EUA for COVID-19 testing, the Company has decided to delay its 

plans to enter the food safety market until sufficient capital is raised to apply resources towards this market.  

Nonetheless, it is a market the Company is very interested in pursuing. By 2023, the food safety market is expected 

to reach $24.6 billion in value. This is attributed to the growth in demand for convenience and packaged food products, 

an increase in outbreaks of chemical contamination in food processing industries, and the rise in consumer awareness 
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about food safety.2 Despite the amount of testing, 48.8 million cases of foodborne illnesses occur per year in the United 

States, resulting in 127,000 hospitalizations and greater than 3,000 deaths. The economic impact of foodborne illnesses 

on the US economy is estimated to be approximately $51 billion per year.3 

CONSOLIDATED CAPITALIZATION 

The following table sets forth the consolidated capitalization of the Company as at the dates indicated, 

adjusted to give effect to the Offering, on the share and loan capital of the Company since May 31, 2020, the date of 

the Company’s most recently filed financial statements.  This table should be read in conjunction with the consolidated 

financial statements of the Company and the related notes and management’s discussion and analysis of financial 

condition and results of operations in respect of those statements that are incorporated by reference in this Prospectus.   

 

As at May 31, 2020 

before giving effect to the 

Offering 

As at May 31, 2020 

after giving effect to the 

Offering(1) 

As at May 31, 2020 

after giving effect to the 

Offering, assuming exercise of 

the Over-Allotment Option in 

full(1) 

Share Capital 

(Common Shares – 

Authorized: unlimited) 

US$25,439,919 

91,885,241 Common 

Shares 

US$32,759,931 

105,485,241 Common Shares 

US$33,885,131 

107,525,241 Common Shares 

Warrants 22,611,755  29,411,755 30,431,755 

Broker Warrants Nil 952,000 1,094,800 

Stock Options 4,693,000  4,693,000  4,693,000 

Restricted Share Units 2,970,213 2,970,213 2,970,213 

Deficit (US$26,818,007) (US$26,818,007) (US$26,818,007) 

Equity Reserves US$4,031,198 US$4,327,416 US$4,371,849 

Total Shareholder’s 

Equity US$2,512,430 US$10,128,660 US$11,298,294 

     

 (1) The US$/CAD$ exchange rate used in the above table is US$0.7253 to CAD$1.00, which was the exchange rate applied 

in the annual financial statements of the Company for the period ended May 31, 2020. 

There have been no material changes to the Company’s share and loan capitalization on a consolidated basis since 

May 31, 2020 except:  

(1) the issuance of an aggregate of 3,229,390 Common Shares pursuant to the exercise of warrants with 

an exercise price of $0.65 per Common Share for gross proceeds to the Company of approximately 

$2.1 million (US$1.6 million); 

(2) the issuance of an aggregate of 1,604,500 Common Shares pursuant to the exercise of warrants with 

an exercise price of $0.75 per Common Share for gross proceeds to the Company of approximately 

$1.2 million (US$889,000); 

(3) the issuance of an aggregate of 92,827 Common Shares pursuant to the exercise of warrants with an 

exercise price of $0.52 per Common Share for gross proceeds to the Company of approximately 

$48,270 (US$35,773);  

                                                           
2 https://www.marketsandmarkets.com/PressReleases/food-safety-testing-market.asp 
3 Scharff, R.L., Economic burden from health losses due to foodborne illness in the United States. J Food Protection, 2012. 75(1): 

123-131. 

https://www.marketsandmarkets.com/PressReleases/food-safety-testing-market.asp
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(4) the issuance of an aggregate of 42,661 Common Shares pursuant to the exercise of warrants with an 

exercise price of $0.85 per Common Share for gross proceeds to the Company of approximately 

$36,262 (US$27,000); 

(5) the issuance of an aggregate of 51,375 Common Shares upon the vesting of restricted share units; 

(6) on June 12, 2020, the issuance 200,000 Common Shares pursuant to the exercise of stock options at 

a price of $0.33 per Common Share for gross proceeds to the Company of $66,000 (US$49,150); 

(7) on June 29, 2020, the expiry of 216,754 warrants with an exercise price of 0.85 and 51,539 warrants 

with an exercise price of $0.65; 

(8) on July 27, 2020, the issuance of 900,000 Common Shares pursuant to the exercise of stock options 

having exercise prices ranging from $0.33 to $0.36 per Common Share for aggregate gross proceeds 

to the Company of $312,000 (US$232,315);  

(9) on July 29, 2020, the issuance of 123,750 Common Shares pursuant to the exercise of stock options 

at an exercise price of $0.53 for gross proceeds to the Company of approximately $65,588 

(US$49,000); 

(10) on July 31, 2020, the issuance of 54,250 Common Shares pursuant to the exercise of warrants with 

an exercise price of $0.52 per Common Share; 

(11) on August 10, 2020, the issuance of 3,561 Common Shares pursuant to the exercise of warrants with 

an exercise price of $0.52 per Common Share; 

(12) on August 20, 2020, the issuance of 165,000 Common Shares pursuant to the exercise of vested 

RSUs; 

(13) on August 25, 2020, the issuance of 40,000 Common Shares pursuant to the exercise of stock options 

at an exercise price of $0.53 for gross proceeds to the Company of approximately $21,200; 

(14) on August 26, 2020, the issuance of 3,750 Common Shares pursuant to the exercise of vested RSUs; 

and 

(15) on August 27, 2020, the issuance of 105,000 Common Shares pursuant to the exercise of warrants 

with an exercise price of $0.75 per Common Share. 

USE OF PROCEEDS 

The estimated net proceeds to be received by the Company from the Offering (before giving effect to any 

exercise of the Over-Allotment Option and assuming no President’s List purchasers) will be $10,500,800, after 

deducting the Underwriters’ Fee and estimated expenses of the Offering. 

The Company intends to use the net proceeds of the Offering as follows: 
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Use of Proceeds Amount $  

Salaries and benefits for: 

- the current employees for one year 

- additional sales representatives, three additional veterinary sales 

representatives and three additional COVID-19 representatives   

- two to three customer service representatives 

- two to three inside sales representatives 

- two additional biologists 

 

$4,345,000 

 

$1,200,000 

$160,000 

$210,000 

$170,000 

Implementation of CRM systems $75,000 

Implementation of quality control systems $150,000 

Implementation of operational support systems $25,000 

Purchase of inventory for commercial builds $1,875,000 

Purchase of equipment, biological reagents, consumable materials and 

tooling 

$300,000 

Product development and manufacturing expenses $750,000 

Product and corporate marketing campaigns $840,064 

General working capital purposes, investments in new systems, 

technologies and processes 

$400,736 

Total $10,500,800 

The above table assumes no Units are purchased by President’s List purchasers. Should President’s List 

purchasers acquire Units pursuant to the Offering, the Underwriter’s Fee would be reduced to 3.5% for such Units and 

the net proceed of the Offering would be increased accordingly. In addition, if the Over-Allotment is exercised in full, 

the net proceeds to the Company from the Offering, after deducting the Underwriters’ Fee and estimated expenses of 

the Offering, will be $12,113,420. Any additional proceeds received pursuant to the reduced Underwriter’s Fee for 

President’s List purchasers or from the exercise of the Over-Allotment Option will be used for working capital.  Prior 

to the completion of the Offering, the Company has sufficient cash and working capital to cover general and 

administrative expenses and operating expenses for a period of twelve months, after which time the Company would 

need to seek additional financing or reduce expenditures.  

Although the Company intends to use the proceeds from the Offering as set forth above, the actual allocation 

of the net proceeds may vary depending on future developments or unforeseen events, including developments or 

events resulting from the COVID-19 outbreak, as discussed below.  See “Risk Factors”. 

The Company has no history of revenue from its operating activities. During the three months ended May 

31, 2020 the Company had negative cash flow from operating activities, reported a net comprehensive loss of 

US$2,514,945 and net loss per share of US$0.03.  The Company anticipates it will continue to have negative cash 

flow from operating activities and net losses in future periods unless and until commercial sales are achieved for the 

System. A portion of the proceeds from the Offering will be used to fund negative cash flow from operating activities 

in future periods. See “Risk Factors”. 

Business Objectives and Milestones 

The Company has commenced manufacturing MiQLab Systems and will use the net proceeds from the 

Offering to achieve the following milestones. 
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The Company is transitioning from a research and development only company, into one that has commenced 

manufacturing and hiring a sales staff. A significant amount of infrastructure and personnel are needed to support this 

transition, which the Company expect to complete over the next twelve months. The Company has already commenced 

discussions with potential contract manufacturers who could be engaged to build the commercial units. The Company 

has also commenced discussions with leasing firms who would assume responsibility of administering a lease program 

for those customers interested in paying the cost of the System over time. 

The net proceeds from the Offering are expected to cover 12 months of operations of the Company.  The 

Company expect to achieve the following milestone with the net proceeds of the Offering: 

 Implement Quality Management System (September 2020); 

 Implement CRM system (September 2020); 

 Begin manufacturing and qualification of first 15 MiQLab Systems (September 2020); 

 Begin manufacturing using Contract Manufacturer for buffer and assay consumables (September 2020); 

 Close first sale of MiQLab (September 2020); 

 Expand outside and inside sales staff (October 2020); 

 Begin manufacturing of 2nd lot of MiQLabs Systems (expected size: approximately 30 Systems*) (October 

2020); 

 Finish manufacturing of 2nd lot of MiQLabs Systems (expected size: approximately 30 Systems*) (January 

2021); 

 Begin making design improvements on MiQLab to reduce cost of goods (January 2021); 

 Finish making design improvements on MiQLab to reduce cost of goods (March 2021); 

 Hire additional staff to support company growth (October 2020); 

 Sell at least 8 MiQLabs from the first manufactured lot (December 2020); 

 Start manufacturing revised design MiQLabs (expected size: approximately 80 Systems*) (March 2021); and 

 Finish manufacturing revised design MiQLabs (expected size: approximately 80 Systems*) (July 2021); 

*Estimates, subjected to change based on forecasts from sales staff 

The Company anticipates the aggregate cost of achieving these milestones will be approximately $10,500,800. 

Given the interconnectivity of each milestone, the Company is unable to itemize the cost of each milestone.  

Due to the COVID-19 outbreak, the Company may experience delays in the testing and development of its 

technology.  These delays and challenges in obtaining supplies may cause the actual allocation of the net proceeds of 

the Offering to vary. Some employees of the Company and its subsidiaries have chosen to work from home or have 

taken a leave of absence; however, the Company and its subsidiaries are able to function with reduced staffing and 

work remotely.  Should the virus spread through the Company and employees are unable to work, the Company’s 

ability to hit these milestones may be compromised. The Company is unable at this time to quantify the effect on its 

financial position of any such delays in the achievement of its business objectives for 2020 that are outlined above.  

See below under “Risk Factors – COVID-19 Pandemic” for a further discussion of this risk factor. 

PLAN OF DISTRIBUTION 

Underwriting Agreement 

Pursuant to the Underwriting Agreement, the Company has agreed to sell and the Underwriters have agreed 

to purchase, or find substituted purchasers for, on the Closing Date, the Units at the Offering Price, payable in cash to 

the Company against delivery.  The obligations of the Underwriters under the Underwriting Agreement are several 

(and not joint or joint and several), are subject to certain closing conditions and may be terminated at their discretion 
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on the basis of "disaster out", "material change out" and "breach out" provisions in the Underwriting Agreement and 

may also be terminated upon the occurrence of certain other stated events. The Underwriters are, however, obligated 

to take up and pay for all of the Units if any Units are purchased under the Underwriting Agreement. The Offering 

Price and certain terms of the Offering were determined by negotiation between the Company and Canaccord, on its 

own behalf and on behalf of the Underwriters. Among the factors considered in determining the Offering Price were 

the market price of the Common Shares, prevailing market conditions, the historical performance and capital structure 

of the Company, Canaccord’s estimate of the business potential and earnings prospects of the Company, the 

availability of comparable investments, an overall assessment of management of the Company and the consideration 

of the foregoing factors in relation to market valuation of companies in related businesses. The Underwriters have 

reserved the right to form a selling group of appropriately registered dealers and brokers, with compensation to be 

negotiated between the Underwriters and such selling group participants, but at no additional cost to the Company. 

Each Unit will consist of one Unit Share and one-half of one Warrant. Each Warrant will entitle the holder 

to acquire, subject to adjustment in certain circumstances, one Warrant Share at an exercise price of $1.10 until 4:00 

p.m. (Eastern Time) on the date that is 36 months from the Closing Date, after which time the Warrants will be void 

and of no value. This Prospectus qualifies the distribution of the Unit Shares and the Warrants included in the Units. 

The Warrants will be created and issued pursuant to the terms of the Warrant Indenture. The Warrant 

Indenture will contain provisions designed to protect holders of the Warrants against dilution upon the happening of 

certain events. See “Description of Securities Being Distributed”. 

The Company has also granted the Underwriters the Over-Allotment Option, exercisable in whole or in part 

in the sole discretion of the Underwriters for a period of 30 days from and including the Closing Date, to purchase up 

to 2,040,000 Additional Units and/or up to 2,040,000 Additional Unit Shares and/or up to 1,020,000 Additional 

Warrants, to cover over-allotments, if any, and for market stabilization purposes. The Over-Allotment Option may be 

exercised by the Underwriters: (i) to acquire Additional Units at the Offering Price; or (ii) to acquire Additional Unit 

Shares at the price of $0.7853 per Additional Unit Share; or (iii) to acquire Additional Warrants at a price of $0.1294 

per Additional Warrant; or (iv) to acquire any combination of Additional Units, Additional Unit Shares and Additional 

Warrants, so long as the aggregate number of Additional Unit Shares and Additional Warrants which may be issued 

under the Over-Allotment Option does not exceed 2,040,000 Additional Unit Shares and 1,020,000 Additional 

Warrants. This Prospectus also qualifies the grant of the Over-Allotment Option and the distribution of the Additional 

Units and/or Additional Unit Shares and/or Additional Warrants issuable upon exercise of the Over-Allotment Option. 

A purchaser who acquires securities forming part of the Underwriters’ over-allocation position acquires those 

securities under this Prospectus, regardless of whether the over-allocation position is ultimately filled through the 

exercise of the Over-Allotment Option or secondary market purchases. 

Pursuant to the Underwriting Agreement, the Company has agreed to pay to the Underwriters the 

Underwriters’ Fee which is equal to 7.0% of the gross proceeds from the issue and sale of the Units (including in 

respect of any exercise of the Over-Allotment Option), subject to a reduced fee of 3.5% for Units sold by the 

Underwriters to President’s List purchasers.  As additional compensation, the Company has also agreed to issue to the 

Underwriters the Broker Warrants on the Closing Date.  The Broker Warrants will entitle the Underwriters to acquire 

that number of Underwriters’ Shares equal to 7.0% of the number of Units sold under the Offering, including 7% of 

the number of Additional Units sold upon exercise of the Over-Allotment Option, subject to a reduced number of 

Broker Warrants equal to 3.5% of the Units sold by the Underwriters to President’s List purchasers. The Broker 

Warrants will be exercisable for a period of 36 months from the Closing Date at an exercise price of $1.10 per 

Underwriters’ Share.   

The Company has also agreed to reimburse the Underwriters for their reasonable out-of-pocket fees and 

expenses, including the fees and expenses of their legal counsel whether or not the Offering is completed. 

The Company has agreed that, during the period commencing on August 18, 2020 and ending 90 days after 

the Closing Date, it will not, directly or indirectly, without the prior written consent of the Underwriters, such consent 

not to be unreasonably withheld or delayed, issue, sell, offer, grant an option or right in respect of, or otherwise dispose 

of, or enter into any derivative transaction that has the effect of the foregoing, or agree to or announce any intention 

to issue, sell, offer, grant an option or right in respect of, or otherwise dispose of, or enter into any derivative transaction 

that has the effect of the foregoing, any additional Common Shares or any securities convertible into or exchangeable 
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for such shares, other than in conjunction with: (i) the grant or exercise of stock options and other similar issuances 

pursuant to the share incentive plan of the Company and other share compensation arrangements, provided such 

options and other similar securities are granted or issued with an exercise price not less than the Offering Price; (ii) the 

exercise of outstanding warrants; (iii) any transactions with an arm’s length third party whereby the Company directly 

or indirectly acquires shares or assets of a business; or (iv)  in the case of persons other than the Company, in order to 

accept a bona fide take-over bid made to all securityholders of the Company or similar business combination. 

As a condition of closing of the Offering, each of the senior officers and directors of the Company will enter 

into agreements in favour of the Underwriters pursuant to which each will agree not to, directly or indirectly, offer, 

issue, sell, grant, secure, pledge, or otherwise transfer, dispose of or monetize, or engage in any hedging transaction, 

or enter into any form of agreement or arrangement the consequence of which is to alter economic exposure to, or 

announce any intention to do so, in any manner whatsoever, any Common Shares or other securities convertible into, 

exchangeable for, or otherwise exercisable to acquire Common Shares or other equity securities of the Company for 

a period of 90 days after the Closing Date, without the prior written consent of the Underwriters, such consent not to 

be unreasonably withheld. 

The Units will be offered in each of the provinces of Canada (except Québec) through the Underwriters or 

their affiliates who are registered to offer the Units for sale in such provinces and such other registered dealers as may 

be designated by the Underwriters. Subject to applicable law, the Underwriters may offer the Units in the United States 

or to U.S. persons and in such other jurisdictions outside of Canada and the United States as agreed between the 

Company and the Underwriters. Subscriptions for the Units will be received subject to rejection or allotment in whole 

or in part and the Underwriters reserve the right to close the subscription books at any time without notice. Closing of 

the Offering is expected to take place on or about September 9, 2020, or such other date as may be agreed upon by the 

Company and the Underwriters, but in any event no later than the date that is 42 days from the date of the receipt for 

the final short form prospectus. “United States” and “U.S. person” have the meanings ascribed to them in Regulation 

S under the United States Securities Act or 1933, as amended (the “U.S. Securities Act”). 

The Offering will be conducted under the book-based system. Except as described below under the heading 

“U.S. Securities Law Matters”, a purchaser of Units will receive only a customer confirmation from the registered 

dealer from or through which the Units are purchased and who is a CDS depository service participant. CDS will 

record the CDS participants who hold Units on behalf of owners who have purchased Units in accordance with the 

book-based system.  

Pursuant to policies of certain Canadian securities regulatory authorities, the Underwriters may not, 

throughout the period of distribution under the Offering, bid for or purchase Common Shares for its own accounts or 

for accounts over which it exercises control or direction. The foregoing restriction is subject to certain exceptions, on 

the condition that the bid or purchase not be engaged in for the purpose of creating actual or apparent active trading 

in or raising the price of the Common Shares.  These exceptions include a bid or purchase permitted under Universal 

Market Integrity Rules for Canadian marketplaces administered by the Investment Industry Regulatory Organization 

of Canada relating to market stabilization and passive market making activities, and a bid or purchase made for or on 

behalf of a customer where the order was not solicited during the period of distribution.  Subject to the foregoing, the 

Underwriters may effect transactions which stabilize or maintain the market price of the Common Shares at levels 

other than those which otherwise might prevail on the open market.  Such transactions, if commenced, may be 

discontinued at any time. 

These stabilizing transactions and syndicate covering transactions may have the effect of preventing or 

mitigating a decline in the market price of the Common Shares, and may cause the price of the Units to be higher than 

would otherwise exist in the open market absent such stabilizing activities.  As a result, the price of the Offered Shares 

may be higher than the price that might otherwise exist in the open market.  These transactions, if commenced, may 

be discontinued at any time.  

The Company has agreed, pursuant to the Underwriting Agreement, to indemnify the Underwriters and their 

respective affiliates and their respective directors, officers, employees, shareholders, partners, advisors and agents and 

each other person, if any, controlling the respective Underwriters or their respective affiliates and against certain 

liabilities, including liabilities under Canadian securities legislation in certain circumstances or to contribute to 

payments the Underwriters may have to make because of such liabilities. 
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The Company has received conditional approval to list the Unit Shares (including the Additional Unit Shares) 

to be distributed under this Prospectus, as well as the Warrant Shares (including the Warrant Shares issuable upon due 

exercise of the Additional Warrants) on the TSXV. Listing will be subject to the Company fulfilling all of the 

requirements of the TSXV. There is currently no market through which the Warrants may be sold. See "Risk Factors". 

The Underwriters propose to offer the Units initially at the Offering Price.  After the Underwriters 

have made a reasonable effort to sell all of the Units at such price, the Offering Price may be decreased and 

may be further changed from time to time to an amount not greater than the Offering Price, and the 

compensation realized by the Underwriters will be decreased by the amount that the aggregate price paid by 

purchasers for the Units is less than the gross proceeds paid by the Underwriters to the Company. 

U.S. Securities Law Matters 

This Prospectus does not constitute an offer to sell or a solicitation of an offer to buy any of the securities in 

the United States or to, or for the account or benefit of, U.S. Persons (as defined in Regulation S under the U.S. 

Securities Act).  The Units being issued in the Offering, the Unit Shares and Warrants underlying the Units, and the 

Warrant Shares issuable upon exercise of the Warrants, have not been and will not be registered under the U.S. 

Securities Act or any state securities laws and may not be offered or sold within the United States or to, or for the 

account or benefit of, U.S. persons, except in transactions exempt from the registration requirements of the U.S. 

Securities Act and applicable state securities laws.   

Each of the Underwriters has agreed that it (or such U.S. broker-dealer affiliates of the Underwriter that 

conducts offers and sales in the United States on the Company’s behalf) will not offer or sell the Units within the 

United States or to, or for the account or benefit of, U.S. persons or persons in the United States, except in accordance 

with the Underwriting Agreement. The Underwriting Agreement provides that offers and sales of the Units may be 

made in the United States or to U.S. persons only pursuant to exemptions from the registration requirements of the 

U.S. Securities Act and applicable state securities laws. In particular, the Underwriting Agreement provides that the 

Underwriters, through their U.S. broker-dealer affiliate(s), may (a) offer and resell the Units to qualified institutional 

buyers (as defined in Rule 144 A (“Rule 144A”) under the U.S. Securities Act, a “Qualified Institutional Buyer”), 

provided such transactions are made in accordance with Rule 144A, and (b) offer and sell the Units on the Company’s 

behalf to investors within the United States and to U.S. persons who, in each case, qualify as “accredited investors” 

as defined in Rule 501(a) of Regulation D under the U.S. Securities Act (“Regulation D”), on a substituted-purchaser 

basis, provided such offers and sales are made in accordance with Rule 506(b) of Regulation D.  Moreover, the 

Underwriting Agreement provides that the Underwriters will offer and sell the Units outside the United States only to 

non-U.S. persons in accordance with Regulation S under the U.S. Securities Act.  The Units which are sold in the 

United States or to, or for the account or benefit of, U.S. persons or persons in the United States will be “restricted 

securities” within the meaning of Rule 144 of the U.S. Securities Act, and may only be offered, sold or otherwise 

transferred pursuant to certain exemptions from the registration requirements of the U.S. Securities Act. 

It is expected that one or more global certificates evidencing the Unit Shares and Warrants distributed under 

this Prospectus will be issued in registered form to CDS and will be deposited with CDS upon the closing of the Offering.  

Other than Unit Shares and Warrants issued to, or for the account or benefit of, persons within the United States who are 

acquiring Unit Shares and Warrants pursuant to the registration exemption in Rule 506(b) of Regulation D, which will 

be issued in certificated form, no certificate evidencing the Unit Shares and Warrants will be issued to purchasers under 

this Prospectus, and registration will be made in the depository service of CDS. Purchasers of Unit Shares and Warrants 

under this Prospectus (including Qualified Institutional Buyers who are acquiring Units in the United States pursuant 

to the registration exemption in Rule 144A, and who execute and deliver undertaking letters agreeing to certain 

restricted security agreements in customary form) will receive only a customer confirmation from the Underwriters or 

other registered dealers who are CDS participants and from or through whom a beneficial interest in the Unit Shares and 

the Warrants is purchased.  Certificates representing the Unit Shares and Warrants which are sold in the United States in 

reliance on Rule 506(b) of Regulation D, will be available at the closing of the Offering, and will also contain legends to 

the effect that the securities represented thereby have not been registered under the U.S. Securities Act and may only be 

offered for sale pursuant to certain exemptions from the registration requirements of the U.S. Securities Act.  

In addition, until 40 days after the commencement of this Offering, an offer or sale of the Units distributed 

under this Offering within the United States by any dealer (whether or not participating in this Offering) may violate 
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the registration requirements of the U.S. Securities Act if such offer or sale is made otherwise than in accordance with 

an available exemption from such registration requirements. 

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS 

The following is, as at the date of this Prospectus, a summary of certain of the principal Canadian federal 

income tax considerations under the Tax Act generally applicable to an investor who acquires Units pursuant to the 

Offering and who, for the purposes of the Tax Act and at all relevant times, (i) deals at arm’s length with the Company 

and the Underwriters, (ii) is not affiliated with the Company or the Underwriters, and (iii) acquires and holds the Unit 

Shares and Warrants, and will hold the Warrant Shares issuable on the exercise of the Warrants, (the Unit Shares and 

Warrant Shares hereinafter sometimes collectively referred to as “Shares”) as capital property. A holder who meets 

all of the foregoing requirements is referred to as a “Holder” in this summary, and this summary only addresses such 

Holders.  Generally, the Shares and Warrants will be considered as capital property of a Holder thereof provided that 

the Holder does not hold the Shares or Warrants in the course of carrying on a business of trading or dealing in 

securities and such Holder has not acquired them in one or more transactions considered to be an adventure or concern 

in the nature of trade. 

This summary does not apply to a Holder (i) that is a “financial institution” for the purposes of the mark-to-

market rules contained in the Tax Act, (ii) that is a “specified financial institution” as defined in the Tax Act, (iii) an 

interest in which would be a “tax shelter investment” as defined in the Tax Act, (iv) that has made a functional currency 

reporting election under the Tax Act, (v) that is exempt from tax under Part I of the Tax Act, (vi) that receives 

dividends on the Shares under or as part of a “dividend rental arrangement” as defined in the Tax Act, (vii) that is a 

partnership, or (viii)  that has entered into or will enter into a “derivative forward agreement” or “synthetic disposition 

arrangement”, as those terms are defined in the Tax Act, with respect to the Shares or Warrants.  All such Holders 

should consult their own tax advisors with respect to an investment in Units.  In addition, this summary does not 

address the deductibility of interest by a Holder who has borrowed money or otherwise incurred debt in connection 

with the acquisition of Units. 

Additional considerations, not discussed herein, may be applicable to a Holder that is a corporation resident 

in Canada and is, or becomes as part of a transaction or event or series of transactions or events that includes the 

acquisition of the Units, controlled by a non-resident corporation (or pursuant to the Tax Proposals (as defined below), 

a non-resident person or a group of persons comprised of any combination of non-resident corporations, non-resident 

individuals or non-resident trusts that do not deal with each other at arm’s length), for purposes of the “foreign affiliate 

dumping” rules in section 212.3 of the Tax Act. Such Holders should consult their tax advisors with respect to the 

consequences of acquiring Units. 

This summary is based on the current provisions of the Tax Act in force as of the date of this Prospectus and 

our understanding of the current published administrative and assessing practice of the Canada Revenue Agency (the 

“CRA”).  This summary takes into account all specific proposals to amend the Tax Act publicly announced by or on 

behalf of the Minister of Finance (Canada) prior to the date hereof (the “Tax Proposals”) and assumes that the Tax 

Proposals will be enacted in the manner and form proposed, although no assurance can be given that the Tax Proposals 

will be enacted in their current form or at all.  If the Tax Proposals are not enacted or otherwise implemented as 

presently proposed, the tax consequences may not be as described below in all cases.  This summary does not otherwise 

take into account any changes in law or in the administrative policies or assessing practice of the CRA, whether by 

legislative, governmental or judicial decision or action, nor does it take into account or consider any provincial, 

territorial or foreign tax considerations, or any other federal considerations, which considerations may differ 

significantly from the Canadian federal income tax considerations discussed in this summary. 

This summary is of a general nature only, is not exhaustive of all possible Canadian federal income tax 

considerations and is not intended to be, nor should it be construed to be, legal or tax advice to any particular 

Holder.  All investors, including Holders as defined above, should consult their own tax advisors with respect 

to their particular circumstances. 
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Allocation of Cost 

The total purchase price of a Unit to a Holder must be allocated on a reasonable basis between the Unit Share 

and the one-half of one Warrant comprising a Unit to determine the cost of each to the Holder for purposes of the Tax 

Act. 

For its purposes, the Company intends to allocate $0.7853 of the Offering Price of each Unit as consideration 

for the issue of each Unit Share and $0.0647 of the Offering Price of each Unit for the one-half of one Warrant 

comprising part of the Unit.  Although the Company believes its allocation is reasonable, it is not binding on the CRA 

or the Holder.  The Holder’s adjusted cost base of the Unit Share comprising a part of each Unit will be determined 

by averaging the cost allocated to the Unit Share with the adjusted cost base to the Holder of all Common Shares (if 

any) owned by the Holder as capital property immediately prior to such acquisition. 

Exercise of Warrants 

The exercise of a Warrant to acquire a Warrant Share will be deemed not to constitute a disposition of 

property for purposes of the Tax Act.  As a result, no gain or loss will be realized by a Holder upon the exercise of a 

Warrant to acquire a Warrant Share.  When a Warrant is exercised, the Holder’s cost of the Warrant Share acquired 

thereby will be equal to the aggregate of the Holder’s adjusted cost base of such Warrant and the exercise price paid 

for the Warrant Share.  The Holder’s adjusted cost base of the Warrant Share so acquired will be determined by 

averaging the cost of the Warrant Share with the adjusted cost base to the Holder of all Common Shares (if any)  

owned by the Holder as capital property immediately prior to such acquisition. 

Holders Resident in Canada 

The following section of this summary applies to Holders who, for the purposes of the Tax Act, are or are 

deemed to be resident in Canada at all relevant times (“Resident Holders”).  Certain Resident Holders whose 

Common Shares might not otherwise constitute capital property may make, in certain circumstances, an irrevocable 

election permitted by subsection 39(4) of the Tax Act to deem the Shares, and every other “Canadian security” as 

defined in the Tax Act, held by such persons in the taxation year of the election and each subsequent taxation year to 

be capital property.  This election does not apply to Warrants.  Resident Holders should consult their own tax advisors 

regarding this election. 

Expiry of Warrants 

In the event of the expiry of an unexercised Warrant, a Resident Holder generally will realize a capital loss 

equal to the Resident Holder’s adjusted cost base of such Warrant.  The tax treatment of capital gains and capital 

losses is discussed in greater detail below under the subheading “Capital Gains and Capital Losses”. 

Dividends 

Dividends received or deemed to be received on the Shares, if any, will be included in computing a Resident 

Holder’s income.  In the case of an individual (other than certain trusts), such dividends will be subject to the gross-

up and dividend tax credit rules normally applicable in respect of “taxable dividends” received from “taxable Canadian 

corporations” (as defined in the Tax Act), including the enhanced gross-up and dividend tax credit in respect of 

“eligible dividends”, if any, so designated by the Company to the Resident Holder in accordance with the provisions 

of the Tax Act.  There may be restrictions on the Company’s ability to so designate any dividends as “eligible 

dividends”, and the Company has made no commitments in this regard. 

Dividends received or deemed to be received by a Resident Holder that is a corporation must be included in 

computing its income but may be deductible in computing its taxable income, subject to certain restrictions and special 

rules under the Tax Act.  A Resident Holder that is a “private corporation” (as defined in the Tax Act) and certain 

other corporations controlled by or for the benefit of an individual (other than a trust) or related group of individuals 

(other than trusts) generally will be liable to pay a special tax under Part IV of the Tax Act (refundable in certain 

circumstances) on dividends received or deemed to be received on the Shares to the extent such dividends are 
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deductible in computing taxable income.  In certain circumstances, subsection 55(2) of the Tax Act will treat a taxable 

dividend received or deemed to be received by a Resident Holder that is a corporation as proceeds of disposition or a 

capital gain, and Resident Holders that are corporations should consult their own tax advisors in this regard. 

Dispositions of Shares and Warrants 

Upon a disposition (or a deemed disposition) of a Share (other than a disposition to the Company in a 

transaction that is not a sale in the open market)  or a Warrant (other than a disposition arising on the exercise  or 

expiry of a Warrant), a Resident Holder generally will realize a capital gain (or a capital loss) equal to the amount by 

which the proceeds of disposition of such security, as applicable, net of any reasonable costs of disposition, are greater 

(or are less) than the adjusted cost base of such security, as applicable, to the Resident Holder.  The tax treatment of 

capital gains and capital losses is discussed in greater detail below under the subheading “Capital Gains and Capital 

Losses”. 

Capital Gains and Capital Losses 

Generally, a Resident Holder is required to include in computing income for a taxation year one-half of the 

amount of any capital gain (a “taxable capital gain”) realized in the year.  Subject to and in accordance with the 

provisions of the Tax Act, a Resident Holder is required to deduct one-half of the amount of any capital loss (an 

“allowable capital loss”) realized in a taxation year from taxable capital gains realized in the year by such Resident 

Holder.  Allowable capital losses in excess of taxable capital gains realized in a year  may be carried back and deducted 

in any of the three preceding taxation years or carried forward and deducted in any following taxation year against net 

taxable capital gains realized in such year to the extent and under the circumstances described in the Tax Act. 

The amount of any capital loss realized on the disposition or deemed disposition of Shares by a Resident 

Holder that is a corporation may be reduced by the amount of dividends received or deemed to have been received by 

it on such shares or shares substituted for such shares to the extent and in the circumstances specified by the Tax Act.  

Similar rules may apply where a corporation is a member of a partnership or a beneficiary of a trust that owns Shares, 

directly or indirectly, through a partnership or trust.  Resident Holders to whom these rules may be relevant should 

consult their own tax advisors. 

A Resident Holder that is throughout the relevant taxation year a “Canadian-controlled private corporation” 

(as defined in the Tax Act) also may be liable to pay a special additional tax (refundable in certain circumstances) on 

its “aggregate investment income” (as defined in the Tax Act) for the year which will generally  include taxable capital 

gains.   

Minimum Tax 

Capital gains realized (or deemed to be realized)  and dividends received (or deemed to be received) by a 

Resident Holder that is an individual or a trust, other than certain specified trusts, may give rise to minimum tax under 

the Tax Act.  Such Resident Holders should consult their own advisors with respect to the application of the minimum 

tax. 

Holders Not Resident in Canada 

The following section of this summary is generally applicable to Holders who, for the purposes of the Tax 

Act, (i) are not, and will not be deemed to be, resident in Canada at any time while they hold the Shares or Warrants, 

and (ii) do not use or hold, and are not deemed to use or hold, the Shares or Warrants in carrying on a business in 

Canada at any relevant time (“Non-Resident Holders”). 

Special rules, which are not discussed in this summary, may apply to a Non-Resident Holder that carries on 

or is deemed to carry on, an insurance business in Canada and elsewhere or that is an “authorized foreign bank” (as 

defined in the Tax Act).  Such Holders should consult their own tax advisors. 
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Dividends 

Dividends paid or credited or deemed to be paid or credited to a Non-Resident Holder by the Company are 

subject to Canadian withholding tax at the rate of 25% on the gross amount of the dividend unless such rate is reduced 

by the terms of an applicable tax treaty.  For example, under the Canada-United States Tax Convention (1980), as 

amended (the “Treaty”), the rate of withholding tax on dividends paid or credited to a Non-Resident Holder that is 

the beneficial owner of the dividend who is resident in the U.S. for purposes of the Treaty and can substantiate 

entitlement to the full benefits under the Treaty (a “U.S. Holder”) is generally limited to 15% of the gross amount of 

the dividend (or 5% in the case of a U.S. Holder that is a company that beneficially owns at least 10% of the Company’s 

voting shares).  Affected Non-Resident Holders should consult their own tax advisors in this regard. 

Dispositions of Shares and Warrants 

A Non-Resident Holder generally will not be subject to tax under the Tax Act in respect of a capital gain 

realized on the disposition or deemed disposition of a Share or a Warrant, nor will capital losses arising therefrom be 

recognized under the Tax Act, unless the Share or Warrant, as applicable,  constitutes “taxable Canadian property” to 

the Non-Resident Holder thereof for purposes of the Tax Act at the time of disposition, and the gain is not exempt 

from tax pursuant to the terms of an applicable tax treaty. 

Provided the Shares are listed on a “designated stock exchange” as defined in the Tax Act (which currently 

includes the TSXV) at the time of disposition, the Shares and Warrants generally will not constitute taxable Canadian 

property of a Non-Resident Holder at that time unless, at any time during the 60 month period immediately preceding 

the disposition, the following two conditions are simultaneously met: (i) one or any combination of (a) the Non-

Resident Holder, (b) persons with whom the Non-Resident Holder did not deal at arm’s length, and (c) partnerships 

in which the Non-Resident Holder or such non-arm’s length person holds a membership interest (either directly or 

indirectly through one or more partnerships), owned 25% or more of the issued shares of any class or series of shares 

of the Company; and (ii) more than 50% of the fair market value of the shares of the Company was derived directly 

or indirectly from one or any combination of real or immovable property situated in Canada, Canadian resource 

properties (as defined in the Tax Act), timber resource properties (as defined in the Tax Act) or an option, an interest 

or right in such property, whether or not such property exists.  Notwithstanding the foregoing, a Share or Warrant may 

also be deemed to be taxable Canadian property to a Non-Resident Holder under other provisions of the Tax Act. 

In cases where a Non-Resident Holder disposes (or is deemed to have disposed) of a Share or Warrant that 

is taxable Canadian property to that Non-Resident Holder, and the Non-Resident Holder is not entitled to an exemption 

under an applicable tax treaty, the consequences described above under the headings “Holders Resident in Canada - 

Dispositions of Shares and Warrants” and “Holders Resident in Canada – Capital Gains and Capital Losses" will 

generally be applicable to such disposition. 

Non-Resident Holders who may hold Shares or Warrants as taxable Canadian property should consult their 

own tax advisors with respect to all tax consequences applicable in their particular circumstances. 

DESCRIPTION OF SECURITIES BEING DISTRIBUTED 

Common Shares 

Each Common Share carries the right to attend and vote at all general meetings of shareholders.  Holders of 

Common Shares are entitled to receive on a pro rata basis such dividends, if any, as and when declared by the 

Company’s board of directors at its discretion from funds legally available for the payment of dividends and upon the 

liquidation, dissolution or winding up of the Company are entitled to receive on a pro rata basis the net assets of the 

Company after payment of debts and other liabilities, in each case subject to the rights, privileges, restrictions and 

conditions attaching to any other series or class of shares ranking senior in priority to or on a pro rata basis with the 

holders of Common Shares with respect to dividends or liquidation. The Common Shares do not carry any pre-

emptive, subscription, redemption or conversion rights, nor do they contain any sinking or purchase fund provisions. 
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Description of Warrants  

The Warrants will be governed by the terms of the Warrant Indenture. The following summary of certain 

anticipated provisions of the Warrant Indenture does not purport to be complete and is subject in its entirety to the 

detailed provisions of the Warrant Indenture. Reference is made to the Warrant Indenture for the full text of the 

attributes of the Warrants which will be filed by the Company under its corporate profile on SEDAR following the 

closing of the Offering. A register of holders will be maintained at the principal offices of the Warrant Agent in 

Vancouver, British Columbia.  

The Unit Shares and the Warrants comprising the Units will separate upon the closing of the Offering. Each 

Warrant will entitle the holder to acquire, subject to adjustment in certain circumstances, one Warrant Share at an 

exercise price of $1.10 until 4:00 p.m. (Eastern time) on the date that is 36 months from the Closing Date, subject to 

certain exceptions and the terms of the Warrants, after which time the Warrants will be void and of no value.  

The Warrant Indenture will provide for adjustment in the number of Warrant Shares issuable upon the 

exercise of the Warrants and/or the exercise price per Warrant Share upon the occurrence of certain events, including:  

(i) the issuance of Common Shares or securities exchangeable for or convertible into Common Shares 

to all or substantially all of the holders of the Common Shares as a stock dividend or other 

distribution (other than a distribution of Common Shares upon the exercise of Warrants); 

(ii) the subdivision, redivision or change of the Common Shares into a greater number of shares;  

(iii) the reduction, combination or consolidation of the Common Shares into a lesser number of shares;  

(iv) the issuance to all or substantially all of the holders of the Common Shares of rights, options or 

warrants under which such holders are entitled, during a period expiring not more than 45 days after 

the record date for such issuance, to subscribe for or purchase Common Shares, or securities 

exchangeable for or convertible into Common Shares, at a price per share to the holder (or at an 

exchange or conversion price per share) of less than 95% of the “current market price”, as defined 

in the Warrant Indenture, for the Common Shares on such record date; and  

(v) the issuance or distribution to all or substantially all of the holders of the Common Shares of shares 

of any class other than the Common Shares, rights, options or warrants to acquire Common Shares 

or securities exchangeable or convertible into Common Shares, of evidences of indebtedness, or any 

property or other assets. 

The Warrant Indenture will also provide for adjustments in the class and/or number of securities issuable 

upon exercise of the Warrants and/or exercise price per security in the event of the following additional events: (a) 

reclassifications of the Common Shares or a capital reorganization of the Company (other than as described in clauses 

(i) or (ii) above), (b) consolidations, amalgamations, arrangements, mergers or other business combination of the 

Company with or into another entity, or (c) any sale, lease, exchange or transfer of the undertaking or assets of the 

Company as an entirety or substantially as an entirety to another entity, in which case each holder of a Warrant which 

is thereafter exercised will receive, in lieu of Common Shares, the kind and number or amount of other securities or 

property which such holder would have been entitled to receive as a result of such event if such holder had exercised 

the Warrants prior to the event.  

The Company will also covenant in the Warrant Indenture that, during the period in which the Warrants are 

exercisable, it will give notice to holders of Warrants of certain stated events, including events that would result in an 

adjustment to the exercise price for the Warrants or the number of Warrant Shares issuable upon exercise of the 

Warrants, at least 14 days prior to the record date or effective date, as the case may be, of such events. 

 No fractional Common Shares will be issuable to any holder of Warrants upon the exercise thereof, and no 

cash or other consideration will be paid in lieu of fractional shares. The holding of Warrants will not make the holder 

thereof a shareholder of the Company or entitle such holder to any right or interest in respect of the Warrants except 
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as expressly provided in the Warrant Indenture. Holders of Warrants will not have any voting or pre-emptive rights 

or any other rights of a holder of Common Shares.  

The Warrant Indenture will provide that, from time to time, the Warrant Agent and the Company, without 

the consent of the holders of Warrants, may be able to amend or supplement the Warrant Indenture for certain 

purposes, including rectifying any ambiguities, defective provisions, clerical omissions or mistakes, or other errors 

contained in the Warrant Indenture or in any deed or indenture supplemental or ancillary to the Warrant Indenture, 

provided that, in the opinion of the Warrant Agent, relying on counsel, the rights of the holders of Warrants are not 

prejudiced, as a group. Any amendment or supplement to the Warrant Indenture that is prejudicial to the interests of 

the holders of Warrants, as a group, will be subject to approval by an “Extraordinary Resolution”, which will be 

defined in the Warrant Indenture as a resolution either: (i) passed at a meeting of the holders of Warrants at which 

there are holders of Warrants present in person or represented by proxy representing at least 25% of the aggregate 

number of the then outstanding Warrants and passed by the affirmative vote of holders of Warrants representing not 

less than 66 2⁄3% of the aggregate number of all the then outstanding Warrants represented at the meeting and voted 

on the poll upon such resolution; or (ii) adopted by an instrument in writing signed by the holders of Warrants 

representing not less than 66 2⁄3% of the number of all of the then outstanding Warrants. 

The principal transfer office of the Warrant Agent in Vancouver, British Columbia is the location at which 

Warrants may be surrendered for exercise or transfer. 

PRIOR SALES 

For the 12-month period before the date of this Prospectus, the Company issued the following Common 

Shares and securities exercisable or convertible into Common Shares:  

Date of Issuance Security Number of Securities 
Issue/Exercise Price 

Per Security ($) 

August 23, 2019(1) Common Shares 41,995 0.60 

September 30, 2019(2) Common Shares 57,000 N/A 

October 8, 2019(1) Common Shares 131,775 0.60 

October 15, 2019(2) Common Shares 10,100 N/A 

October 21, 2019(2) Common Shares 97,500 N/A 

October 23, 2019(2) Common Shares 11,250 N/A 

October 29, 2019(3) Common Shares 12,769,626 0.52 

October 29, 2019(3) Warrants 12,769,626 0.75 

October 29, 2019(3) Broker Warrants 735,229 0.52 

November 18, 2019(2) Common Shares 29,500 N/A 

December 27, 2019(2) Common Shares 28,875 N/A 

December 31, 2019(1) Common Shares 26,500 0.60 

January 7, 2020(1) Common Shares 41,925 0.60 

January 9, 2020(1) Common Shares 100,000 0.60 

January 13, 2020(1) Common Shares 92,500 0.60 

January 16, 2020(1) Common Shares 20,000 0.60 

January 17, 2020(1) Common Shares 20,000 0.60 
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Date of Issuance Security Number of Securities 
Issue/Exercise Price 

Per Security ($) 

January 22, 2020(1) Common Shares 75,000 0.60 

January 24, 2020(1) Common Shares 100,000 0.60 

January 28, 2020(1) Common Shares 120,000 0.60 

January 29, 2020(1) Common Shares 122,000 0.60 

January 30, 2019(1) Common Shares 145,000 0.60 

February 3, 2020(1) Common Shares 90,000 0.60 

February 4, 2020(4) Options 125,000 0.33 

February 4, 2020(1) Common Shares 50,000 0.60 

February 10, 2020(1) Common Shares 312,700 0.60 

February 11, 2020(1) Common Shares 124,000 0.60 

February 11, 2020(2) Common Shares 10,100 N/A 

February 12, 2020(1) Common Shares 100,000 0.60 

February 13, 2020(1) Common Shares 456,000 0.60 

February 14, 2020(1) Common Shares 100,000 0.60 

February 18, 2020(1) Common Shares 285,333 0.60 

February 19, 2020(1) Common Shares 353,850 0.60 

February 20, 2020(1) Common Shares 100,000 0.60 

February 20, 2020(2) Common Shares 210,750 N/A 

February 21, 2020(1) Common Shares 50,000 0.60 

February 24, 2020(1) Common Shares 323,000 0.60 

February 24, 2020(4) Options 50,000 0.33 

February 26, 2020(1) Common Shares 96,555 0.60 

February 26, 2020(1) Common Shares 50,000 0.85 

February 27, 2020(1) Common Shares 67,500 0.60 

March 2, 2020(1) Common Shares 50,000 0.60 

March 4, 2020(1) Common Shares 115,500 0.60 

March 5, 2020(1) Common Shares 275,000 0.60 

March 9, 2020(1) Common Shares 60,000 0.60 

March 10, 2020(1) Common Shares 150,615 0.60 

March 11, 2020(1) Common Shares 116,667 0.60 

March 12, 2020(1) Common Shares 265,400 0.60 

March 30, 2020(2) Common Shares 57,000 N/A 
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Date of Issuance Security Number of Securities 
Issue/Exercise Price 

Per Security ($) 

April 9, 2020(2) Common Shares 22,500 N/A 

April 23, 2020(2) Common Shares 102,750 N/A 

May 7, 2020(1) Common Shares 66,152 0.65 

May 12, 2020(1) Common Shares 180,769 0.65 

May 15, 2020(1) Common Shares 112,500 0.65 

May 19, 2020(1) Common Shares 10,000 0.65 

May 21, 2020(1) Common Shares 29,500 0.65 

May 21, 2020(2) Common Shares 125,500 N/A 

May 26, 2020(1) Common Shares 100,000 0.65 

May 27, 2020(1) Common Shares 10,000 0.65 

May 28, 2020(1) Common Shares 400,000 0.65 

May 29, 2020(1) Common Shares 100,000 0.65 

June 2, 2020(1) Common Shares 91,237 0.65 

June 3, 2020(1) Common Shares 24,000 0.65 

June 4, 2020(1) Common Shares 100,000 0.65 

June 5, 2020(1) Common Shares 300,000 0.65 

June 10, 2020(1) Common Shares 181,000 0.65 

June 11, 2020(1) Common Shares 95,065 0.65 

June 12, 2020(1) Common Shares 160,000 0.65 

June 12, 2020(4) Common Shares 200,000 0.33 

June 16, 2020(1) Common Shares 288,300 0.65 

June 19, 2020(1) Common Shares 648,100 0.65 

June 22, 2020(2) Common Shares 22,500 N/A 

June 22, 2020(1) Common Shares 66,308 0.65 

June 23, 2020(1) Common Shares 211,464 0.65 

June 24, 2020(1) Common Shares 42,661 0.85 

June 24, 2020(1) Common Shares 60,000 0.65 

June 25, 2020(1) Common Shares 340,616 0.65 

June 26, 2020(1) Common Shares 371,075 0.65 

June 26, 2020(2) Common Shares 28,875 N/A 

June 29, 2020(1) Common Shares 292,225 0.65 

July 14, 2020(1) Common Shares 5,500 0.75 
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Date of Issuance Security Number of Securities 
Issue/Exercise Price 

Per Security ($) 

July 15, 2020(1) Common Shares 747,000 0.75 

July 16, 2020(1) Common Shares 315,000 0.75 

July 17, 2020(1) Common Shares 475,000 0.75 

July 17, 2020(1) Common Shares 22,320 0.52 

July 21, 2020(1) Common Shares 6,000 0.75 

July 22, 2020(1) Common Shares 12,696 0.52 

July 24, 2020(1) Common Shares 56,000 0.75 

July 27, 2020(4) Common Shares 500,000 0.36 

July 27, 2020(4) Common Shares 400,000 0.33 

July 29, 2020(4) Common Shares 123,750 0.53 

July 31, 2020(1) Common Shares 54,250 0.52 

August 10, 2020(1) Common Shares 3,561 0.52 

August 20, 2020(2) Common Shares 165,000 N/A 

August 25, 2020(4) Common Shares 40,000 0.53 

August 26, 2020(2) Common Shares 3,750 N/A 

August 27, 2020(1) Common Shares 105,000 0.75 

     

(1) Issued pursuant to the exercise of warrants. 

(2) Issued pursuant to the vesting of restricted share units. 

(3) Issued in connection with public offering of units of the Company, each unit consisting of one Common shares and one 

Common Share purchase warrant. 

(4) Issued pursuant to the exercise of stock options.  

TRADING PRICE AND VOLUME  

The Common Shares are listed on the TSXV under the trading symbol “LXG”.  The following tables set 

forth information relating to the trading of the Common Shares on the TSXV for the months indicated. 

Month 

TSXV Price Range ($) 

Total Volume High Low 

August 2019 0.73 0.58 672,370 

September 2019 0.70 0.51 2,086,608 

October 2019 0.52 0.45 1,938,433 

November 2019 0.60 0.48 1,396,073 

December 2019 0.93 0.51 2,247,611 

January 2020 0.87 0.66 3,675,743 

February 2020 1.00 0.78 6,552,885 

March 2020 0.95 0.45 7,707,464 

April 2020 0.89 0.43 4,455,486 
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Month 

TSXV Price Range ($) 

Total Volume High Low 

May 2020 0.91 0.74 2,415,642 

June 2020 0.90 0.66 3,718,370 

July 2020 1.28 0.83 8,619,233 

August 4 - 28, 2020 1.05 0.81 4,722,226 

RISK FACTORS 

An investment in the securities of the Company is speculative and subject to risks and uncertainties. The 

occurrence of any one or more of these risks or uncertainties could have a material adverse effect on the value of any 

investment in the Company and the business, prospects, financial position, financial condition or operating results of 

the Company. Additional risks and uncertainties not presently known to the Company or that the Company currently 

deems immaterial may also impair the Company’s business operations. 

Prospective investors should carefully consider all information contained in this Prospectus, including all 

documents incorporated by reference, and in particular should give special consideration to the risk factors under the 

section titled “Risk Factors” in the Annual Information Form, which is incorporated by reference in this Prospectus 

and which may be accessed on the Company’s SEDAR profile at www.sedar.com, and the information contained in 

the section entitled “Cautionary Statement Regarding Forward-Looking Information”, before deciding to purchase the 

Units.  Additionally, purchasers should consider the risk factors set forth below. 

The risks and uncertainties described or incorporated by reference in this Prospectus are not the only ones 

the Company may face. Additional risks and uncertainties that the Company is unaware of, or that the Company 

currently deems not to be material, may also become important factors that affect the Company.  If any such risks 

actually occur, the Company’s business, financial condition or results of operations could be materially adversely 

affected, with the result that the trading price of the Common Shares could decline and investors could lose all or part 

of their investment.  

 

COVID-19 Pandemic 

The COVID-19 pandemic, caused by the SARS-CoV-2 virus, has significantly curtailed the movement of 

people, goods and services worldwide. The pandemic has already disrupted the Company’s supply chain and limited 

its ability to conduct research and product development, manufacturing, and other important business activities.  As 

the Company works to maintain timelines in these challenging times, the Company has been forced to pay for 

expedited processing and shipping and experienced some cost markups.  Collectively these added costs have adversely 

affected the Company’s treasury. Furthermore, many industry and customer events the Company was planning to 

attend have been canceled, postponed or moved to virtual-only experiences. The magnitude and duration of future 

declines in business activity cannot be estimated with any degree of certainty. It is highly likely that future plans will 

need to altered, postponed or canceled. The Company expects the COVID-19 pandemic will have a negative impact 

on its operations, particularly in regards to manufacturing and closing potential sales. Additionally, the COVID-19 

pandemic has caused extreme volatility in financial and other capital markets.  This volatility may adversely impact 

the fair value of the Company’s securities which may hamper its ability to raise additional capital to maintain 

operations. 

 

Operating History 

LexaGene is in the development stage of its business and therefore will be subject to the risks associated with 

early stage companies, including uncertainty of the success and acceptance of its products, uncertainty of revenues, 

markets and profitability and the continuing need to raise additional capital. The Company’s business prospects must 

be considered in light of the risks, expenses and difficulties frequently encountered by companies in this stage of 

development. Such risks include the evolving and unpredictable nature of the Company’s business, the Company’s 

ability to anticipate and adapt to a rapidly evolving market, acceptance by consumers of the Company’s products, the 

ability to identify, attract and retain qualified personnel and the ability to generate sufficient revenue or raise sufficient 
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capital to carry out its business plans. There can be no assurance that the Company will be successful in adequately 

mitigating these risks. 

 

Competition 

The diagnostics market in which the Company participates is highly complex and competitive. The Company 

will compete with other companies that are developing or have developed genetic analyzers designed to exploit similar 

markets to those in which we intend to penetrate. Many of these other companies have substantially greater resources. 

There can be no assurance that developments by other companies will not adversely affect the competitiveness of the 

Company’s technologies. The diagnostic industry is also characterized by extensive research efforts and rapid 

technological change. Competition can be expected to increase as technological advances are made and commercial 

applications for diagnostic technologies increase. Competitors of the Company may use different technologies or 

approaches to develop products similar to the products which the Company is seeking to develop, or may develop new 

or enhanced products or processes that may be more effective and less expensive. There can be no assurance that any 

product developed by the Company will compete successfully or that research and new industry developments will 

not render the Company’s products obsolete or uneconomical. 

Technical  

The Company aims to expand the number of validated tests it sells.  Attempts to validate new high-quality 

tests for veterinary diagnostics, human clinical diagnostics, or any other market may fail. The Company’s scientists 

may be unable to develop tests that are sensitive and specific to targets of interest.  This risk applies to pathogen 

identification as well as identifying the presence of antibiotic resistance to drugs such as vancomycin, lincosamides, 

and others. 

 

Pre-commercial prototypes are in the process of being assembled and system checks are being performed to 

ensure that they meet physical, optical, electrical, and thermal specifications. Fluidic scrips continue to be optimized.  

As expected with any technology under development, additional optimization is required to make the technology 

competitive in targeted markets. Risk remains regarding optimizing the System’s performance, improving its 

microfluidic reliability and internal controls, and integrating new components.  LexaGene’s technology relies on 

effectively cleaning re-useable components after each sample is processed.  If this cleaning is not effective, there is a 

high risk of carry-over contamination (i.e. false positives for subsequently processed samples).  If the cleaning is 

unreliable or insufficient, the industry may reject the technology. Also, each matrix processed by the System is 

different.  It is unclear how well, if at all, the System will be able to process some matrices, possibly eliminating some 

target markets. Currently, no work has been done on processing milk, blood, and other fat-containing liquids, 

particulate laden samples, or viscous samples, so the uncertainty surrounding these matrices is high. Management 

expects specialized cartridges and chemistries will be needed to effectively process these more challenging 

matrices.  It is also possible that customers frequently processing some matrices may require their System to be 

serviced more frequently. It is completely unknown how robust or fragile this technology will be when used in the 

field for extended periods of time.  It is also unknown how well this technology will handle periods of dormancy when 

the System is not used.  Potentially, significant harm will occur to the microfluidics that would require costly repairs.  

It is also unknown how expensive it will be to make repairs to broken Systems. There is also risk associated with 

sourcing components required for developing the technology and the manufacturability of key components.   

 

LexaGene’s technology utilizes some reusable components (e.g. tubing, multi-position rotary valve, and a 

PCR flow cell) to perform genetic amplification and analysis.  This requires the system to clean or decontaminate 

these components after processing a sample, so that the subsequent sample does not get contaminated with genetic 

material from the previously processed sample.  Should cleaning be insufficient and residual genetic material remains 

after cleaning, this would potentially generate a false result (i.e. false positive) for the latter processed sample.  Should 

the Company not achieve satisfactory cleaning between sample processing runs, the false positive rate (also referred 

to as specificity), might be unacceptable to the market, particularly for human clinical diagnostics market, greatly 

impacting the ability of the Company to be success across all markets. 

 

Regulatory  
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LexaGene may be unable to complete the development of its product on the expected timeline, or at all. In 

addition, if regulatory authorities require additional time or studies to assess the performance, reliability, and safety 

of our product(s), LexaGene may not have or be able to obtain adequate funding to complete the necessary steps for 

approval for the product or may be unable to technically meet their requirements. Additional delays may result if the 

USDA, FDA or other regulatory authority/certifications (e.g. Association of Official Analytical Chemists 

International) recommends non-approval or restrictions on any potential approval. Studies required to demonstrate the 

performance, reliability, and safety LexaGene’s products are time consuming and expensive to complete. In addition, 

approval policies, regulations or the type and amount of clinical data necessary to gain approval may change during 

the course of product development and may vary among jurisdictions. To date, LexaGene has not obtained regulatory 

approval for any product and it is possible that none of its existing products under development now or in the future 

will ever obtain regulatory approval. Delays in regulatory approvals or rejections of applications for regulatory 

approval in Canada, the United States, Europe, Japan or other markets may result from a number of factors, many of 

which are outside of LexaGene’s control. The lengthy and unpredictable approval process, as well as the 

unpredictability of future clinical trials and other studies, may result in LexaGene’s failure to obtain regulatory 

approval to market any of its products, which would significantly harm LexaGene’s business. 

 

Diagnostic products are regulated as medical devices by the FDA and comparable international agencies and 

require either clearance or authorization to market and sell for clinical use (IVD market).  The traditional FDA 

regulatory path prior to clinical marketing is to obtain 510(k) pre-market notification process or pre-market approval 

(“PMA”), depending on the application.  In a public health emergency, the FDA often allows for ‘Emergency Use 

Authorization (“EUA”), which allows vendors to sell their technology for a specified purpose in clinical diagnostics.  

The requirements for EUA are substantially less than what is required for 510(k) or PMA, and accordingly are often 

considerably faster and less expensive to obtain.  All companies that are granted EUA for a particular application are 

expected to work towards and eventually obtain 510(k) clearance, as they are not deemed to be equivalent in the eyes 

of the FDA.  The FDA is currently accepting EUA applications for COVID-19 testing.  There is the possibility the 

FDA will close the window of opportunity to applying for EUA for COVID-19 testing and LexaGene will be forced 

to go through the traditional 510(k) clearance path, which could take year(s) to obtain.  It is also possible the Company 

will apply for COVID-19 EUA and get denied by the FDA. If the Company fails to obtain, or experiences significant 

delays in obtaining regulatory approvals for the diagnostic products the Company develops, LexaGene may not be 

able to launch or successfully commercialize such products into the human clinical market a timely manner, or at all. 

 

The FDA has also indicated that the testing requirements for EUA use in moderate and high complexity laboratories 

are considerably less than the studies required to have a diagnostic classified as a CLIA-waived product, which allows 

a diagnostic to be marketed to locations throughout the United States with staff that are not trained as molecular 

biologists (e.g.  physician offices, nursing facilities, home health agencies, clinics, pharmacies and other non-

laboratory sites).  As such, LexaGene intends on pursuing the less onerous moderate and high complexity laboratory 

path first, before pursuing the CLIA-waived studies.  If LexaGene is successful in obtaining EUA for moderate and 

high complexity laboratories, it will not be able to sell into physician offices, nursing facilities, home health agencies, 

clinics, pharmacies and other non-laboratory sites until it completes the CLIA-waived studies and these data are 

approved by the FDA. 

 

The FDA has also indicated that the testing requirements for EUA use in moderate and high complexity 

laboratories are considerably less than the studies required to have a diagnostic classified as a CLIA-waived product, 

which allows it to be marketed to locations throughout the United States with staff that are not trained as molecular 

biologists (e.g.  physician offices, nursing facilities, home health agencies, clinics, pharmacies and other non-

laboratory sites).  As such, LexaGene intends on pursuing the less onerous moderate and high complexity laboratory 

path first, before pursuing the CLIA-waived studies.  If LexaGene is successful in obtaining EUA for moderate and 

high complexity laboratories, it will not be able to sell into physician offices, nursing facilities, home health agencies, 

clinics, pharmacies and other non-laboratory sites until it completes the CLIA-waived studies and these data are 

approved by the FDA. 

 

LexaGene’s technology is considered “open-access”. It is possible the FDA will not like this feature, as end-

users have too much control over making changes.  Also, it is possible the end users will find it too difficult to operate 

and generate consistent results, which would be very detrimental to the Company. 
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Commercial Platform Development 

LexaGene is in the process of developing a commercial platform. The cost of establishing and maintaining 

that infrastructure may exceed the cost effectiveness of doing so. In order to market any products, LexaGene must 

expand, its sales, marketing, managerial and other non-technical capabilities or make arrangements with third parties 

to perform these services. If LexaGene does not have adequate sales, marketing and distribution capabilities, whether 

independently or with third parties, LexaGene may not be able to generate sufficient product revenue to become 

profitable. LexaGene competes with many companies that have extensive and well-funded sales and marketing 

operations. Without an internal commercial organization or the support of a third party to perform sales and marketing 

functions, LexaGene may be unable to compete successfully against these more established companies. Furthermore, 

LexaGene’s relationships with its third-party suppliers are subject to various risks and uncertainties that are outside 

of its control; including agreements with third party suppliers not being renewed or being terminated in accordance 

with their terms. 

 

Manufacturing  

The manufacture of the Company’s products may be highly complex and may require precise high-quality 

manufacturing that may be difficult for us to achieve. As the Company begins the process of manufacturing finished 

goods, it may experience difficulties in the manufacturing of its products in a timely basis and in sufficient quantities. 

This is particularly true given many contract manufacturers are either shut down or operating at reduced capacities 

due to the COVID-19 pandemic. These difficulties may relate to delays associated with ramping up the production of 

its products and may result in increased delivery lead-times and increased costs of manufacturing its products. Future 

production of its products may require the development of new manufacturing technologies and expertise, which the 

Company may be unable to develop. The Company’s failure, including the failure of its contract manufacturers, to 

achieve and maintain the required high manufacturing standards could result in delays or failures in product testing or 

delivery to end-users, cost overruns, product recalls or sales withdrawals, increased warranty costs or other problems 

that could harm the Company’s business and prospects. 

 

Cost of Manufacturing 

The diagnostic markets are extremely price-competitive. If the Company’s costs to manufacture products are 

not competitive with others or if volume manufacturing and cost reductions associated with volume manufacturing 

are not attained, it may adversely impact the Company’s ability to penetrate the market or be profitable. The 

Company’s ability to penetrate the diagnostic markets will depend in part on the cost of manufacturing and if it does 

not successfully distinguish its product from others, its entry into the market and its ability to secure customer contracts 

may be adversely affected.  

 

Interruption of Raw Material Supply 

Interruption of key raw materials could significantly impact the development of the Company’s technology.  

LexaGene attempts to purchase key components and raw materials in advance of their anticipated use. 

 

Process Risk 

LexaGene’s consolidated financial statements are prepared within a framework of IFRS selected by 

management and approved by the company’s audit committee. The assets, liabilities, and expenses reported in the 

consolidated financial statements depend on varying degrees of estimates made by management. An estimate is 

considered a critical accounting estimate if it requires management to make assumptions about matters that are highly 

uncertain and if different estimates could have been used that would have a material impact. The significant areas 

requiring the use of management estimates relate to provisions made for impairment of non-financial assets, 

amortization of property and equipment and intangible assets, the recognition and valuation of tax liabilities and tax 

assets, provisions and the assumptions used in determining share-based compensation. These estimates are based on 

historical experience and reflect certain assumptions about the future that it believes to be both reasonable and 

conservative. Actual results could differ from those estimates. LexaGene continually evaluates these estimates and 

assumptions. 
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Loss of Key Personnel 

LexaGene strongly depends on the business and technical expertise of its management and it is unlikely that 

this dependence will decrease in the near term. Loss of the Company’s key personnel could slow the Company’s 

ability to innovate and execute on company and product development goals, although the effect on ongoing operations 

would be manageable as experienced key operations personnel could be put in place. As the Company’s operations 

expand, additional general management resources will be required. If LexaGene expands its operations, the ability of 

the Company to recruit, train, integrate and manage a large number of new employees is uncertain and failure to do 

so would have a negative impact on the Company’s business plans. 

 

Product Price Risk 

LexaGene does not yet know the manufacturing costs for the System and the associated consumables.  

Accordingly, the final selling price of the System and tests has not yet been determined and the price, along with 

performance, will affect user adoption. If these prices are not favorable for LexaGene, there is a possibility that the 

Company will generate little to no sales.  Furthermore, LexaGene’s product is very limited in the number of samples 

that can be run in a day.  The Company is depending on customers running a sufficient number of samples per day to 

bring in the required revenue to ultimately support the operations of the Company.  If this revenue, specifically the 

profit margin, is too low, the Company will not be able to maintain operations. 

 

Additional Financing Requirements and Access to Capital  

LexaGene will require substantial, additional funds to support future sales and marketing programs, research 

and development, planned clinical testing, regulatory approvals, establishment of manufacturing capabilities, and the 

purchase of inventory to meet potential, expected demand. LexaGene anticipates raises additional funds for these 

purposes through equity financings, debt financing, collaborations with other companies, and/or from other sources. 

There can be no assurance that additional funding or partnerships will be available on terms acceptable to the 

Company. Additionally, there are many conditions beyond the Company’s control that have a direct impact on the 

level of investor interest in the purchase of Company securities.  For example, the Canadian and United States Stock 

markets have been volatile and may continue to fluctuate significantly in response to a number of factors the Company 

cannot control.  

 

Protection of Intellectual Property  

LexaGene’s success depends in part on its ability to maintain or obtain and enforce patent and other 

intellectual property protections for its processes and technologies and to operate without infringing upon the 

proprietary rights of third parties or having third parties circumvent the rights the Company owns or licenses. The 

Company has applications and registrations in the United States and other jurisdictions, and expects to seek additional 

patents and registrations in the future.  

 

Patents some degree of protection for intellectual property; however, patent protection involves complex 

legal and factual determinations and is therefore uncertain. LexaGene cannot be assured that its patents or patent 

applications will be valid or will issue over prior art. Additionally, LexaGene cannot be assured that the scope of any 

claims granted in any patent will be commercially useful or will provide adequate protection for the technology used 

currently or in the future. LexaGene cannot be certain that the creators of its technology were the first inventors of 

inventions and processes covered by its patents and patent applications or that they were the first to file. Accordingly, 

it cannot be assured that its patents will be valid or will afford protection against competitors with similar technology 

or processes.  Despite the Company’s efforts to protect its proprietary rights, unauthorized parties may attempt to copy 

or otherwise obtain and use its proprietary information. Monitoring unauthorized use of confidential information is 

difficult and the Company cannot be certain the steps taken to prevent unauthorized use of confidential information 

will be effective. In addition, the laws governing patent protection continue to evolve and are different from one 

country to the next, all of which causes further uncertainty in the usefulness of a patent. In addition, issued patents or 

patents licensed to LexaGene may be successfully challenged, invalidated, circumvented or may be unenforceable so 

that the Company’s patent rights would not create an effective competitive barrier. 
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Moreover, the laws of some countries may not protect LexaGene’s proprietary rights to the same extent as 

do the laws of the United States. There are also countries in which LexaGene intends to sell its products, but has no 

patents or pending patent applications, or trademark registrations. LexaGene’s ability to prevent others from making 

or selling duplicate or similar technologies will be impaired in those countries in which there is no intellectual property 

protection. If LexaGene is not able to adequately protect its intellectual property and proprietary technology, its 

competitive position, future business prospects and financial performance will be adversely affected. Unpatented trade 

secrets, technological innovation and confidential know-how are also important to LexaGene’s success. Although 

protection is sought for proprietary information through confidentiality agreements and other appropriate means, these 

measures may not effectively prevent disclosure of proprietary information; and it cannot be assured that others will 

not independently develop the same or similar information or gain access to the same or similar information. In view 

of these factors, LexaGene’s intellectual property positions have a degree of uncertainty. Setbacks in these areas could 

negatively affect LexaGene’s ability to compete and materially and adversely affect its business, financial condition 

and results of operations. 

 

Infringement of Intellectual Property Rights of Others  

The Company may infringe the intellectual property rights of others. LexaGene’s commercial success depends, 

in part, upon it not infringing or violating intellectual property rights owned by others. The markets in which the 

Company intends to compete has participants that own, or claim to own, intellectual property. The Company cannot 

determine with certainty whether any existing third-party patents, or the issuance of any new third-party patents, would 

require it to alter its technologies or products, obtain licenses or cease certain activities.  

 

The Company may in the future receive claims from third parties asserting infringement and other related claims. 

Litigation may be necessary to determine the scope, enforceability and validity of third - party intellectual property 

rights or to protect, maintain and enforce the Company’s intellectual property rights. Some of the LexaGene’s 

competitors have, or are affiliated with companies having, substantially greater resources, and these competitors may 

be able to sustain the costs of complex intellectual property litigation to a greater degree and for longer periods than 

the Company can. Regardless of whether claims that it is infringing or violating patents or other intellectual property 

rights have any merit, those claims could:  

 

• adversely affect the Company’s relationships with future distributors and dealers of its products;  

• adversely affect its reputation with potential customers;  

• be time-consuming and expensive to evaluate and defend;  

• cause product shipment delays or stoppages;  

• divert management’s attention and resources;  

• subject the Company to significant liabilities and damages;  

• require it to enter into royalty or licensing agreements; or 

• require it to cease certain activities, including the sale of products.  

If it is determined that the Company has infringed, violated or is infringing or violating a patent or the intellectual 

property right of any other person or if it is found liable in respect of any other related claim, then, in addition to being 

liable for potentially substantial damages, the Company may be prohibited from developing, using, distributing, selling 

or commercializing certain technologies and products unless it obtains a license from the holder of the patent or other 

intellectual property right. The Company cannot assure that it will be able to obtain any such license on a timely basis 

or on commercially favorable terms, or that any such licenses will be available, or that workarounds will be feasible 

and cost-efficient. If it does not obtain such a license or find a cost-efficient workaround, the Company’s business, 

operating results and financial condition could be materially affected and it could be required to cease related business 

operations in some markets and restructure its business to focus on its continuing operations in other markets. 

Large Accumulated Deficit  

LexaGene has a large accumulated deficit, expects future losses, and may never achieve or maintain 

profitability. It has incurred substantial losses since inception and expects to incur additional operating losses in the 

future as a result of research and development costs and ongoing operating costs including the additional costs of 

operating as a public company. The extent of LexaGene’s future losses is highly uncertain, and its prospects must be 
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considered in light of the risks and uncertainties encountered by a company in the early stage of product development 

in the continuously evolving diagnostics market, including the risks described throughout this document. If LexaGene 

cannot successfully address these risks, its business and financial condition will suffer. 

 

Conflicts of Interest 

Some of the Company’s directors are also directors of other biotech companies and as such may have a 

conflict of interest requiring them to abstain from certain decisions. Conflicts, if any, will be subject to the procedures 

and remedies of the BCBCA. 

Novel Business Model 

Until now, pathogen testing has been mostly completed by third parties that require the shipment of samples.  

Often, this process takes days to return results. LexaGene proposes to provide end users with an alternative to the 

shipment method, by offering them a technology to perform testing on site. Technology that allows for on-site testing 

already exists by other vendors and new technologies are rapidly being developed by established and start-up 

companies, making it difficult to predict how well LexaGene’s technology will be accepted. Accordingly, adoption 

will require marketing and education and it may take time for its products to gain acceptance.  

 

LexaGene’s technology is considered “open-access”. The Company views ‘Open-access’ markets as markets 

in which the end-users have the ability to use LexaGene’s technology to automate customized genetic screens. This 

unique feature is expected to drive some adoption in pharmaceutical companies, academic institutions, water 

processing plants, and in other industries. However, it is possible the Company will not be able to implement this 

feature in a fashion that is acceptable to end users, who might find it too difficult to operate and generate consistent 

results, which would be very detrimental to the Company. If LexaGene cannot successfully address these risks, its 

business and financial condition will suffer. 

 

Early Stage Development 

LexaGene has not generated revenues. The Company expects to spend significant amounts of capital on sales 

and marketing programs, as well as research and development for its technology. There is no assurance the Company’s 

products can be produced at reasonable costs or be successfully marketed and sold. In the future, the Company expects 

its operating expenses will increase and it will need to generate significant revenues to become profitable. Even if the 

Company does become profitable, it may not be able to sustain or increase profitability on a quarterly or annual basis. 

The Company cannot predict when, if ever, it will be profitable.  

Continuing Development and Sale of Products 

The pathogen testing market has experienced rapid technological development with new product frequently 

being introduced. Accordingly, the Company’s future success depends upon its ability to enhance its current products 

and to develop, introduce and sell the most accurate products at competitive prices. The development of new 

technologies and products involves time, substantial costs and risks. The Company’s ability to successfully develop 

new technologies depends in large measure on its ability to maintain a technically skilled research and development 

staff and to adapt to technological changes and advancements in the industry. The success of new product introductions 

depends on a number of factors including timely and successful product development, market acceptance, the effective 

management of purchase commitments, the availability of components in appropriate quantities, and the Company’s 

ability to manage distribution and production issues related to new product introductions. If the Company is unable, 

for any reason, to enhance, develop, introduce and sell new products in a timely manner, or at all, in response to 

changing market conditions or customer requirements or otherwise, its business would be harmed. 

Failure to Manage Growth 

The Company’s failure to manage its growth successfully may adversely impact its operating results. The 

Company’s ability to manage growth will require it to continue to build its operational, financial and management 

controls, contracting relationships, marketing and business development plans and controls and reporting systems and 
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procedures. The Company’s ability to manage its growth will also depend upon a number of factors, including the 

ability for it to rapidly: 

• expand its internal financial controls significantly so that it can maintain control over operations; 

• attract and retain qualified technical personnel in order to continue to develop reliable and flexible products 

to meet evolving customer needs; 

• build a sales team to keep customers and channel partners informed regarding the technical features and key 

selling points of its products and services; 

• develop support capacity for customers as sales increase; and 

• build a channel network to create an expanding presence in the evolving marketplace for its products and 

services. 

An inability to achieve any of these objectives could harm the business, financial condition and results of 

operations of the Company. 

No Long-Term Customer Commitments 

Potential customers of the Company will do business with the Company by requesting placement orders for 

particular needs. If the Company performs well on a particular placement, then the customer may place new orders 

with the Company for additional pathogen testing System and supplies. The Company may have no commitment from 

a customer beyond the ordered placement. As a result, the Company’s success will be dependent upon its ability to 

outperform competitors and win repeat business from existing customers, while continually expanding the number of 

customers for whom it provides services. Because the Company may not have long-term contracts for its future 

products, management may not accurately predict future revenue streams and there may be no assurance that 

customers would continue to use the Company’s platform, or that the Company would be able to replace departing 

potential customers with new potential customers that provide the Company with comparable revenue. 

Foreign Exchange 

As the Company grows and does business in foreign markets, including the U.S., it is quite possible that 

transactions will take place in foreign currencies. At this point the Company does not participate in hedging activities. 

Although it cannot predict the effect of possible foreign exchange losses in the future, if they occurred, then they could 

have a material adverse effect on the Company’s business, results of operation, and financial condition. In addition, 

fluctuations in exchange rates could affect the pricing of its products and negatively influence customer demand. 

Taxes 

Tax examinations are often complex as tax authorities may disagree with the treatment of items reported by 

the Company, the result of which could have a material adverse effect on its financial condition and results of 

operations. 

Insurance and Uninsured Risks 

The Company’s business will be subject to a number of risks and hazards generally, including general 

liability. Such occurrences could result in damage to property, inventory, facilities, personal injury or death to end-

customers or operators, damage to the properties of the Company, or the properties of others, monetary losses and 

possible legal liability. Although the Company maintains insurance to protect against certain risks in such amounts as 

it considers to be reasonable, its insurance will not cover all the potential risks associated with its operations. The 

Company may also be unable to maintain insurance to cover these risks at economically feasible premiums. Insurance 

coverage may not continue to be available or may not be adequate to cover any resulting liability. The Company might 

also become subject to liability which may not be insured against or which the Company may elect not to insure 

against because of premium costs or other reasons. Losses from these events may cause the Company to incur 

significant costs that could have a material adverse effect upon its financial performance and results of operations. 

Potential Product Liability Risks 
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The use of existing products or those under development by the Company may entail risk of product or other 

liability. The obligation to pay any product liability claim could have a material adverse effect on the business, 

financial condition and future prospects of the Company 

Product liability insurance is expensive but necessary in our business. Companies are subject to the risk of 

potential product liability claims. Should such claims be successful, plaintiffs could be awarded significant amounts 

of damages, which could exceed the limits of a liability insurance policy held by the Company. The Company will try 

to obtain the insurance coverage for its products and potential liability exposure that it considers adequate, but there 

is no guarantee that the Company will be able to obtain, maintain in effect or increase its insurance on acceptable 

terms or at reasonable costs, or that such insurance will provide the Company with adequate protection against 

potential liability. The Company will have to use distributors for the sale of some of the products of which it is the 

owner, and such distributors may not have general insurance or liability insurance pertaining to the use of the products 

sold by them or may have insurance that does not cover such liability in an amount sufficient to adequately protect 

the Company. 

Holding Company Status 

The Company is a holding company and essentially all of its operating assets are the capital stock of its 

subsidiaries. As a result, investors in the Company are subject to the risks attributable to its subsidiaries. As a holding 

company, the Company conducts substantially all of its business through its subsidiaries, which are expected to 

generate the majority of its revenues. Consequently, the Company’s cash flows and ability to complete current or 

desirable future enhancement opportunities are dependent on the future earnings of its subsidiaries and the distribution 

of those earnings to the Company. The ability of these entities to pay dividends and other distributions will depend on 

their operating results and will be subject to applicable laws and regulations which require that solvency and capital 

standards be maintained by such companies and contractual restrictions contained in the instruments governing their 

debt. In the event of a bankruptcy, liquidation or reorganization of any of the Company’s subsidiaries, holders of 

indebtedness and trade creditors will generally be entitled to payment of their claims from the assets of those 

subsidiaries before any assets are made available for distribution to the Company. 

The market price of the Common Shares is volatile and may not accurately reflect the long-term value of the Company 

Securities markets have a high level of price and volume volatility, and the market price of securities of many 

companies have experienced substantial volatility in the past, often based on factors unrelated to the financial 

performance or prospects of the companies involved. These factors included macroeconomic developments in North 

America and globally, and market perceptions of the attractiveness of particular industries. The price of the Units is 

also likely to be significantly affected by changes in the financial condition or results of operations as reflected in its 

financial reports. If an active market for the Common Shares does not continue, the liquidity of an investor’s 

investment may be limited and the price of the Common Shares may decline below the price at which such Common 

Shares were purchased. If an active market does not continue, investors may lose their entire investment in the 

Common Shares. As a result of any of these factors, the market price of the Common Shares at any given point in time 

may not accurately reflect the long-term value of the Company. 

Dilution 

LexaGene may issue additional securities, which may dilute a shareholder’s holdings in the Company. 

LexaGene’s articles permit the issuance of an unlimited number of Common Shares. The directors of the Company 

have discretion to determine the price and the terms of further issuances. Moreover, additional Common Shares will 

be issued by the Company in the form of restricted share units or incentive stock options under the Company’s omnibus 

incentive plan and upon the exercise of outstanding options and warrants. The market price of the Common Shares 

could decline because of issuances by the Company or sales by existing shareholders of Common Shares in the market, 

or the perception that these sales could occur. Sales by shareholders might also make it more difficult for the Company 

to sell equity securities at a time and price deemed appropriate. 
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Global Economy  

An economic downturn of global capital markets has been shown to make the raising of capital by equity or 

debt financing more difficult. The Company will be dependent upon the capital markets to raise additional financing 

in the future, while it establishes a user base for its products. As such, the Company is subject to liquidity risks in 

meeting its development and future operating cost requirements in instances where cash positions are unable to be 

maintained or appropriate financing is unavailable. These factors may impact the Company’s ability to raise equity or 

obtain loans and other credit facilities in the future and on terms favorable to the Company and its management. If 

uncertain market conditions persist, the Company’s ability to raise capital could be jeopardized, this could have an 

adverse impact on the Company’s operations and the trading price of the Common Shares. 

Political and Economic Instability  

The Company may be affected by possible political or economic instability. The risks include, but are not 

limited to, elections, terrorism, military operations, extreme fluctuations in currency exchange rates and high rates of 

inflation. Operations may be affected in varying degrees by government regulations. The effect of these factors cannot 

be accurately predicted. 

Legal Matters 

In the normal course of operations, LexaGene may be subject to a variety of legal proceedings, including 

commercial, product liability, employment as well as governmental and other regulatory investigations and 

proceedings. Such matters can be time-consuming, divert management’s attention and resources, and cause us to incur 

significant expenses. Furthermore, because litigation is inherently unpredictable, and can be very expensive, the results 

of any such actions may have a material adverse effect on our business, operations, or financial condition. 

A positive return in an investment in the Units is not guaranteed 

There is no guarantee that an investment in the Units will earn any positive return in the short term or long 

term.  A purchase under the Offering involves a high degree of risk and should be undertaken only by investors whose 

financial resources are sufficient to enable them to assume such risks and who have no need for immediate liquidity 

in their investment. An investment in the Units is appropriate only for investors who have the capacity to absorb a loss 

of some or all of their investment. 

The Company has discretion in the use of net proceeds 

The Company intends to use the net proceeds from this Offering as set forth under “Use of Proceeds”; 

however, the Company maintains broad discretion to use the net proceeds from this Offering in ways that it deems 

most efficient. The application of the proceeds to various items may not necessarily enhance the value of the Units. 

The failure to apply the net proceeds as set forth under “Use of Proceeds” and other financings could adversely affect 

the Company’s business and, consequently, could adversely affect the price of the Units on the open market. 

Negative Cash Flow from Operations 

During the three months ended May 31, 2020, the Company had negative cash flow from operating activities.  

The Company anticipates it will have negative cash flow from operating activities in future periods. To the extent that 

the Company has negative cash flow in any future period, certain of the net proceeds from the Offering may be used 

to fund such negative cash flow from operating activities, if any. 

No Market for Warrants 

There is currently no market through which the Warrants may be sold and the Company has not applied to 

list the Warrants. Accordingly, the purchasers may not be able to resell the securities purchased under this Prospectus. 

This may affect the pricing of the Warrants in the secondary market, the transparency and availability of trading prices, 

the liquidity of the Warrants, and the extent of issuer regulation. 
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Enforcement of judgements against non-resident directors and/or officers may not be possible 

Canadian investors should be aware that each of the Non-Resident D&Os resides outside of Canada; as a 

result, it may not be possible for purchasers of Units to effect services of process within Canada upon the Non-Resident 

D&Os.  All or a substantial portion of the assets of each of the Non-Resident D&Os are likely to be located outside 

of Canada and, as a result, it may not be possible to satisfy a judgment against the Non-Resident D&Os in Canada or 

to enforce a judgment obtained in Canadian courts against the Non-Resident D&Os outside of Canada. 

AUDITORS, TRANSFER AGENT, REGISTRAR AND WARRANT AGENT 

The auditors of the Company are Manning Elliott LLP, Chartered Professional Accountants, Vancouver, 

British Columbia. Manning Elliott LLP is independent of the Company in accordance with the Rules of Professional 

Conduct of the Chartered Professional Accountants of British Columbia. 

The transfer agent and registrar for the Common Shares and the Warrant Agent for the Warrants is 

Computershare Investor Services Inc. at its principal offices in Vancouver, British Columbia. 

LEGAL MATTERS 

Certain legal matters in connection with this Offering will be passed upon by McMillan LLP, on behalf of 

the Company and by DLA Piper (Canada) LLP, on behalf of the Underwriters.     

INTEREST OF EXPERTS 

Name of Experts 

The following are the persons or companies who were named as having prepared or certified a statement, 

report or valuation in this Prospectus either directly or in a document incorporated by reference and whose profession 

or business gives authority to the statement, report or valuation made by the person or company: 

 Manning Elliott LLP, the Company’s independent auditors, prepared an independent audit 

report dated June 26, 2019 in respect of the Company’s audited consolidated financial 

statements for the years ended February 29, 2020 and February 28, 2019; 

 McMillan LLP, the Company’s legal counsel; and  

 DLA Piper (Canada) LLP, the Underwriters’ legal counsel. 

Interests of Experts 

Manning Elliott LLP has confirmed that they are independent of the Company within the meaning of the 

‘Rules of Professional Conduct’ of the Chartered Professional Accountants of British Columbia. 

As at the date hereof, the “designated professionals” (as such term is defined in Form 51-102F2 – Annual 

Information Form) of McMillan LLP and DLA Piper (Canada) LLP beneficially own, directly or indirectly, less than 

one percent of the outstanding Common Shares and holds no other securities of the Company. 
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PURCHASERS’ STATUTORY RIGHTS 

Securities legislation in certain of the provinces of Canada provides purchasers with the right to withdraw 

from an agreement to purchase securities.  This right may be exercised within two business days after receipt or 

deemed receipt of a prospectus and any amendment thereto.  In several of the provinces, the securities legislation 

further provides a purchaser with remedies for rescission or, in some provinces, revisions of the price or damages if 

the Prospectus and any amendment contains a misrepresentation or is not delivered to the purchaser, provided that the 

remedies for rescission, revisions of the price or damages are exercised by the purchaser within the time limit 

prescribed by the securities legislation of the purchaser’s province.  The purchaser should refer to any applicable 

provisions of the securities legislation of the purchaser’s province for the particulars of these rights or consult with a 

legal adviser. 

In an offering of Warrants, investors are cautioned that the statutory right of action for damages for a 

misrepresentation contained in the short form prospectus is limited, in certain provincial securities legislation, to the 

price at which the Warrants are offered to the public under the prospectus offering. This means that, under the 

securities legislation of certain provinces, if the purchaser pays additional amounts upon exercise of the Warrants, 

those amounts may not be recoverable under the statutory right of action for damages that applies in those provinces. 

The purchaser should refer to any applicable provisions of the securities legislation of the purchaser’s province for 

the particulars of this right of action for damages or consult with a legal adviser. 
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CERTIFICATE OF THE COMPANY 

 

Dated:  August 31, 2020 

This short form prospectus, together with the documents incorporated by reference, constitutes full, true and 

plain disclosure of all material facts relating to the securities offered by this short form prospectus as required by the 

securities legislation of each of the provinces of Canada, except Québec. 

 

 (Signed) Dr. John (Jack) Regan (Signed) Jeffrey Mitchell 

 Chief Executive Officer Chief Financial Officer 

 

On Behalf of the Board of Directors 

 

 (Signed) Daryl Rebeck (Signed) Joseph Caruso 

 Director Director 
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CERTIFICATE OF THE UNDERWRITERS 

Dated:  August 31, 2020 

To the best of our knowledge, information and belief, this short form prospectus, together with the documents 

incorporated by reference, constitutes full, true and plain disclosure of all material facts relating to the securities 

offered by this short form prospectus as required by the securities legislation of each of the provinces of Canada, 

except Québec.  

CANACCORD GENUITY CORP. 

(Signed) Jamie Brown 

Vice Chairman, Managing Director, Investment Banking 

INDUSTRIAL ALLIANCE SECURITIES INC. 

(Signed) John Rak 

Managing Director, Investment Banking 

 

 


