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MANAGEMENT’S DISCUSSION AND ANALYSIS  

OF THE COMPANY’S FINANCIAL CONDITION AND RESULTS OF OPERATIONS  

FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2017 

 
Date and Subject of this Discussion and Analysis 

 

This management's discussion and analysis (the "MD&A"), which is dated and has been prepared based on information 

available as at November 27, 2017, is integral to, and should be read in conjunction with, Lexington Biosciences, Inc.’s 

(“Lexington” or the “Company”) unaudited condensed consolidated interim financial statements for the three and nine 

months ended September 30, 2017 and the Company’s audited financial statements for the period ended December 31, 2016 

(the "Audited Financial Statements"). The financial information contained herein has been prepared in accordance with 

International Financial Reporting Standards ("IFRS"). All dollar figures included are quoted in Canadian dollars, which is the 

functional currency of the Company, unless stated otherwise. 

 

Cautionary Statement Regarding Forward-Looking Information 

 

This MD&A and the documents incorporated by reference herein contain forward-looking information (collectively 

“forward-looking statements”) within the meaning of the applicable Canadian securities laws concerning our planned 

activities for the current financial year our plans for the development, manufacture and sale of products, services or processes 

and other matters and our plans to list on a Canadian Securities Exchange.  

 

The Company is hereby providing cautionary statements identifying important factors that could cause the actual results of 

the Company to differ materially from those projected in the forward-looking statements. Any statements that express, or 

involve discussions as to, expectations, beliefs, plans, objectives, assumptions or future events or performance (often, but not 

always, through the use of words or phrases such as “may”, “is expected to”, “anticipates”, “estimates”, “intends”, “plans”, 

“projection”, “could”, “vision”, “goals”, “objective” and “outlook”) are not historical facts and may be forward-looking and 

may involve estimates, assumptions and uncertainties which could cause actual results or outcomes to differ materially from 

those expressed in the forward-looking statements. In making these forward-looking statements, the Company has assumed 

that the current market will continue and grow and that the risks listed below will not adversely impact the business of the 

Company. By their nature, forward-looking statements involve numerous assumptions, inherent risks and uncertainties, both 

general and specific, which contribute to the possibility that the predicted outcomes may not occur or may be delayed. The 

risks, uncertainties and other factors, many of which are beyond the control of the Company, that could influence actual 

results include, but are not limited to: completion of the Transaction to be subject to several conditions precedent, limited 

operating history, reliance on management, requirements for additional financing, competition, difficulty in forecasting sales, 

conflicts of interest, litigation, price fluctuation of the Resulting Issuer’s shares, no earnings or dividend record, limited 

market for the Resulting Issuer’s securities, technological changes, regulations and guidelines, intellectual property rights, 

low barriers to entry and competition from other group purchasing organizations, dependence on continued growth of 

developing online commerce market, capacity constraints, system failures, failure to maintain brand development, new 

services, features and functions, fluctuating consumer trends, uncertainties related to Company’s business, changes in 

governmental and legal uncertainties, acquisitions, risks related to international operations, protecting intellectual property 

rights and other factors beyond the control of the Company. 

 

The forward-looking information contained in this MD&A is based on a number of assumptions that may prove to be 

incorrect, including, but not limited to, assumptions about general business and economic conditions, changes in financial 

markets generally, the Company’s ability to attract and retain skilled staff, and the Company’s capital expenditure program. 

Although the Company has attempted to identify material factors that could cause actual actions, events or results to differ 

materially from those described in forward-looking statements, there may be other factors that cause actions, events or results 

to differ from those anticipated, estimated or intended. Further, any forward-looking statement speaks only as of the date on 

which such statement is made, and, except as required by applicable law, Company undertakes no 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 to predict 

all such factors and to assess in advance the impact of each such factor on the businesses 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 the “Critical Risk Factors” section of the MD&A. 
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Description of Business 

 

Lexington Biosciences, Inc. was incorporated on April 12, 2016 under the Business Corporation Act (British Columbia) as 

Glenwood Acquisitions Corp.  Lexington changed its name to Lexington Biosciences, Inc. on January 19, 2017. On May 9, 

2017 its securities were listed for trading on the Canadian Securities Exchange under the symbol "LNB". 

 

On December 22, 2015 Lexington Holdings was incorporated under the laws of British Columbia.  

 

On December 21, 2016, under the legal interpretation of the acquisition agreement between Lexington and Lexington 

Holdings, Lexington, the legal parent, completed the acquisition of a 100% interest in Lexington Holdings by issuing an 

aggregate of 8,000,001 common shares to the Lexington Holdings shareholders (the “Transaction”). The Transaction is 

considered a reverse takeover for accounting purposes. Consequently, the historical results of operations are those of 

Lexington Holdings and the consolidated financial statements represent the continuation of Lexington Holdings, the legal 

subsidiary, As Lexington Holdings was deemed to be the acquirer for accounting purposes, its assets, liabilities and 

operations since incorporation are included in the consolidated financial statements at their historical carrying values.  

  

Lexington USA was acquired on July 7, 2016 for 110,000 shares with a fair value of $550. Lexington USA was a newly 

incorporated entity which had no assets or liabilities other than $550 of cash. 

 

The principal business of the Company is to develop and commercialize non-invasive diagnostic products for cardiovascular 

health that integrate with centralized data analysis applications to provide medical professionals and consumers key insights 

into their critical health metrics. 
 

Continuing operations are dependent upon the Company’s ability in the future to mitigate the risks and overcome the 

challenges generally associated with comparable development and early stage enterprises to successfully commercialize its 

products, the outcome of which cannot be predicted at this point. It will be necessary for the Company to obtain additional 

capital, such as issuance of equity and/or debt securities, or alternative sources of financing, none of which can be assured.  

 

The Company’s head office address is 1900-1055 West Hastings Street, Vancouver, BC, V6E 2E9. The registered and 

records office address is Suite 2600 Oceanic Plaza, 1066 West Hastings Street, Vancouver, BC, V6E 3X1. 

 

Operations 

 

The Company’s efforts are aimed at developing commercially viable methods for the early screening of cardiovascular 

diseases.  Impairment of arterial endothelial function is an early event in atherosclerosis and correlates with all of the major 

risk factors for cardiovascular disease (CVD).   

 

Overview of Endothelial Function 

The most widely employed noninvasive measure of endothelial function involves brachial artery (BA) diameter 

measurement using ultrasound imaging before and after several minutes of blood flow occlusion.  The change in arterial 

diameter is a measure of flow-mediated vasodilation (FMD).  This peripheral measurement correlates strongly with coronary 

artery endothelial function, a fact that supports its clinical value.  However, the high between-laboratory variability of results 

and cost of instrumentation render this technique unsuitable for routine clinical use. 

 

Endothelial function is both acutely and chronically affected by lifestyle factors that influence cardiovascular disease risk. 

Consequently, measures of endothelial function are useful in monitoring response to medication, dietary changes and exercise 

regimens.  To date, very little work has focused on determining the clinical value of endothelial function measurements for 

individual patients or on developing measurement methods suitable for routine or continuous monitoring of endothelial 

function.  There are compelling reasons to believe that knowledge of acute variation in endothelial function in an individual is 

important.  Since nitric oxide released by the endothelium is a potent inhibitor of leukocyte and monocyte adhesion to the 

endothelial cell surface, and since adhesion of these cells is widely believed to be a necessary initiating event in 

atherogenesis, it is reasonable to infer that the proportion of time that the endothelium is dysfunctional constitutes an 

important indicator of disease risk. This is the rationale for the development of techniques that are simple and cheap enough 

to enable regular or continuous measurement of endothelial function. 
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Lexington’s Approach and Plan 

The Company’s primary avenue of investigation is focused on innovation and advances in the field of endothelial health 

diagnosis using cuff based non-invasive blood pressure measurement (“NIBP”) techniques.  NIBP is a measurement 

technique which allows evaluation of overall cardiovascular health, and in particular measurements of endothelial function 

utilizing similar hardware to what is currently available in the marketplace enabling direct, real-time analysis of an 

individual's long-term risk for cardiovascular events. The Company’s goal is to develop the HeartSentry endothelial 

measurement tool to detect markers for the early screening of cardiovascular diseases.  

 

HeartSentry, a revolutionary, simple and effective technology for personalized measurement and monitoring of vascular 

health to detect the potential for cardiovascular disease at its earliest stages. The device measures the function of the 

endothelium, the cells that line all arteries and are critical to the prevention of atherosclerosis, heart attacks and stroke. 

HeartSentry is being developed utilizing patented technology developed by The Regents of the University of California, 

Department of Energy contract-operators of the Ernest Orlando Lawrence Berkeley National Laboratory (the “Berkeley 

Lab”). 

 

In order to bring HeartSentry to the US market, the Company’s efforts require an inventory of product, supportive clinical 

data in addition to non-clinical and safety standard performance data, as well as obtaining regulatory approval to market the 

product. 

 

To accomplish this there are numerous tasks on a lengthy checklist in addition to sales and marketing activities, but in brief, 

these are our core company goals; 

 

● Manufacture Pre-Commercialization HeartSentry V1.0; 

 

● Assemble a clinical data set for regulatory approvals and marketing support; 

 

● Obtain regulatory approvals in countries where we intend to market; and 

 

● Prepare to market product to healthcare providers 

 

Progress on these objectives to date has included:  

 

During the nine months ended September 30, 2017 the Company’s design and production teams worked to finalize the 

HeartSentry technology and device design, which was completed in October, 2017,  when  the Company announce that it had 

taken delivery of the first HeartSentry human-use units from the manufacturer which will now allow HeartSentry to be 

moved out of the lab and into a hand-held mobile unit ready for clinical trials. 

 

Healthcare regulatory agencies require that companies provide rigorous data that demonstrates safety and functionality of the 

products they intend to market and distribute. Accordingly, Lexington is closely working with the United States Food and 

Drug Administration (the “FDA”) to create a clinical data set that will support commercial clearance by the FDA and other 

global agencies.  The Company has communicated with the FDA its strategic plan for an eventual 510K submission.  

Interactions with the FDA to date have been positive and collaborative, providing increased confidence with our chosen 

regulatory and testing strategies. 

 

The Company is in the process of finalizing commitments with a world-renowned medical research center for our validation 

clinical study, and is currently preparing the clinical study submission for ethics committee (institutional review board) 

approval.   

 

Initially the Company will be targeting the HeartSentry into the professional in-clinic marketplace, but eventually it is 

thought that this technology may prove valuable for the home user as well, so the product is being designed with that long 

term vision in mind.   There has been a large trend movement in recent years towards putting health measurement tools and 

analytics in the hands of individuals.  Apple, Google, FitBit and others have been leading the way in terms of introducing 

first generation concepts and tools into the broader marketplace, and we believe that there is an important and growing 

demand for daily medical grade health assessments.  Additionally, most of the larger data companies are investing 

considerable amounts of time and capital aggregating data and products and we believe that HeartSentry will fit right into the 
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strategic core of these established organizations’ long term direction for product consolidation.   

 

The Berkeley Lab Contract 

 

 

License Fee 

 

The Subsidiary entered into a license agreement with The Regents of the University of California, Department of Energy 

contract-operators of the Ernest Orlando Lawrence Berkeley National Laboratory (the “Berkeley Lab”) on December 11, 

2015 (the “Effective Date”), as amended on October 14, 2016 and February 27, 2017 (the “Agreement”), whereby the 

Berkeley Lab granted the Company an exclusive license to commercialize its technology for personalized measurement and 

monitoring of vascular health to prevent cardiovascular disease at its earliest stages.  

 

Under the terms of the Agreement the Company is contracted to diligently proceed with the development, manufacture and 

sale of products, services or processes that employ or are produced by the practice of patented technology licensed by the 

Berkeley Lab (the “Licensed Products”). The Company is contracted to compensate the Berkeley Lab with a combination of 

royalties and other payments from revenues earned from the sale of Licensed Products. 

 

Patents 

 

The Company is obliged to reimburse Berkeley Lab for all patent costs relating to the Licensed Products in the future as well 

as US$42,200 of patent costs incurred by Berkeley Lab prior to the Effective Date (the “Past Patent Costs”), which has been 

paid in full.  

 

Performance Requirements 

 

Under the terms of the Agreement, the Company is contracted to achieve the following performance requirements: 

 

 Raise a minimum of $1.25 million for further development of the Licensed Product by February 11, 2017. Concurrent 

with the Transaction, Lexington completed an equity financing consisting of an aggregate of 6,250,000 units of Lexington 

at a price of $0.20 per unit for gross proceeds of $1,250,000. 

 

 Complete an intellectual property evaluation of the Licensed Product and engage a FDA consulting firm to assist in the 

approval process of the Licensed Product by March 11, 2017. This has been completed. 

 

 Complete construction of a prototype of the Licensed Product by December 11, 2017. This has been completed. 

  

 Complete clinical testing of the Licensed Product by June 11, 2018. 

 

 Submit applications to the FDA for the necessary approvals required to market the Licensed Product by June 11, 2019. 

 

 Begin marketing the Licensed Product by June 11, 2020. 

 

 Commence selling the Licensed Product by December 11, 2020. 

 

The Company and Berkeley Lab by mutual consent may amend or extend these performance requirements at the written 

request of the Company in response to legitimate business reasons.  

 

Royalties 

 

The Company is contracted to pay Berkeley Lab an earned royalty at an industry standard percentage of the selling price of 

each Licensed Product sold, subject to the following minimum annual royalty amounts: 
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Year  Minimum Annual Royalty 

    

2018   US$  50,000 

2019   US$100,000 

2020    US$175,000 

2021   US$250,000 

Annually thereafter US$300,000 

 

Milestone Payments 

 

The Company is contracted to pay Berkeley Lab each of the following milestone payments upon the first achievement of the 

milestone event indicated below with respect to the first Licensed Product: 

 

 US$150,000 upon market approval of the first Licensed Product. 

 

 US$300,000 upon reaching US$10 million in cumulative gross sales. 

 

Termination 

 

If the Company violates or fails to perform any material term of the Agreement, the Berkeley Lab may give written notice of 

such default and provide 60 days to cure this default. 

 

Results of Operations 

 

The table below highlights the results of operations for the three and nine months ended September 30, 2017 and 2016: 

 

 

 

 

 

 

For the three 

months ended 

September 30, 

2017 

 

For the three 

months ended 

September 30, 

2016 

 

For the nine 

months ended 

September 30, 

2017 

 

For the nine 

months ended 

September 30, 

2016 

         

     

EXPENSES     

Research and development     

 License fees  $ -   $ -   $ -   $ 133,402 

 Patents   46,020  -    47,395  55,282 

 Clinical trials   64,910  -    195,362  -   

 Product development   204,641  -    576,522  -   

     

Total research and development  315,571  -    819,279  188,683 

Management fees   46,125  62,434  113,015  69.934 

Insurance  -     -    24,102  -   

Office and administration  4,660  12,853  31,631  16,297 

Professional fees   53,892  21,417  101,542  26,249 

Stock-based compensation   27,871  -    37,162  -   

Transfer agent, listing and filing fees   26,338  -    71,422  -   

Investor relations and marketing  38,164  18,900  44,464                18,900  

     

Total expenses  512,621  115,604  1,242,617  320,064 

     

Loss and comprehensive loss for the period $ 512,621 $ 115,604 $ 1,242,617 $ 320,064 
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License fees 

Under the terms of the Agreement the Company was contracted to pay a license fee totaling US$100,000. This was a one-

time cost that the Company incurred during the three and nine months ended September 30, 2016. 

 

Patents 

US$42,200 of the patents expense incurred in the three and nine months ended September 30, 2016 related to patent costs 

incurred by Berkeley Lab prior to entering into the Agreement with the Company. Subsequently the Company has, and will 

continue to reimburse Berkeley Lab for future patents costs incurred.  

 

Clinical trials and product development 

The clinical trial and product development expense relates to consultancy fees incurred engaging a FDA consulting firm and 

a contractor to design and build product prototypes. In addition, during the three and nine months ended September 30, 2017 

the Company has allocated fees paid to the Company’s Chief Executive Officer to various expense categories based on an 

estimate of where his time was spent as follows: 

 

 

Expense category 

 

Percentage 

of fees 

 

For the three 

months ended 

September 30, 

2017 

 

For the nine 

months ended 

September 30, 

2017 

    

            
Clinical trials 40% $ 26,903 $ 83,593 
Product development 30%  20,176  62,695 
Management fees 30%  20,176  62,695 

    

Total expense  $ 67,255 $ 208,983 

 

 

 

Other expenses 

Management fees relate to a portion of the Chief Executive Officer’s and the Chief Financial Officer’s fees. Transfer agent, 

listing and filing fees relate to the costs of listing on the CSE, listing on the OTCQB and completing the Transaction. 

Professional fees primarily relate to legal fees incurred with respect to negotiating and finalizing the License Agreement, the 

Transaction and preparing the Company for listing on the Canadian Securities Exchange (the “CSE”). 

 

Quarterly Results 

 

The table below shows the results for the Company for each of the eight quarters since the Company’s incorporation on 

December 22, 2015 until September 30, 2017. 

 

  

Q3, 2017
 

 

Q2, 2017
 

 

Q1. 2017
 

 

Q4,2016 

     

Revenue $ -   $ -   $ -   $ -   
Loss and comprehensive loss  512,621  357,374  372,621   3,277,398 
Basic and  diluted loss per 

share 
                 0.01                  0.01                  0.01                   0.69 
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Q3, 2016
 

Q2, 2016
 

Q1. 2016
 

Q4,2015 

     

Revenue $ -   $ -   $ -   $ -   
Loss and comprehensive loss  115,604   2,674  201,786                       -  
Basic and  diluted loss per 

share 
                 0.04                       -                  0.10                       - 

     

Financial Condition, Liquidity and Capital Resources 
 

As at September 30, 2017 the Company had cash resources of $478,570 and accounts payable and accrued liabilities of 

$258,774 for working capital (current assets less current liabilities) of $220,796 compared to December 31, 2016 when the 

Company had cash resources of $929,024, other current assets of $114,155, accounts payable and accrued liabilities of 

$208,278 and loans payable of $19,450 for working capital (current assets less current liabilities) of $834,351.  

 

Subsequent to September 30 2017 and up to the date of this Management’s Discussion & Analysis the company received 

proceeds totalling $760,800 upon the exercise of 2,536,000 warrants with an exercise price of $0.30 per warrant. Of the 

warrants exercised, this represented the exercise the whole tranche of the 1,361,000 warrants that would otherwise have 

expired on November 24, 2017  as well as the exercise of 1,175,000 warrants  of the tranche that are due to expire on 

December 20, 2017. As at the date of this report 4,216,500 warrants expiring on December 20, 2017 remain unexercised, 

these warrants can be exercised into one common share of the Company for $0.30 each. The Company’s closing stock price 

on November 27 was $0.54 per common share. 

 

As of the date of this Management’s Discussion & Analysis, the Company has not pledged any of its assets as security for 

loans or otherwise and is not subject to any debt covenants. The Company’s current activities will not provide a source of 

income in the near future and may result in losses, working capital deficiencies and an accumulated deficit for the foreseeable 

future. The Company’s financial success is dependent on management’s ability to raise money or produce and discover 

economically viable products, none of which can be assured. 

  

In order to finance the Company’s development programs and to cover administrative and overhead expenses, the Company 

expects to raise money from equity sales and from the exercise of convertible securities. Many factors influence the 

Company’s ability to raise funds, including the health of the financial market, the climate for healthcare investment, the 

Company’s track record, and the experience and calibre of its management. Actual funding requirements may vary from 

those planned due to a number of factors, including the progress of research activities. Management recognizes there will be 

risks involved that may be beyond their control.  

 

The unaudited condensed consolidated interim financial statements for the three and nine months ended September 30, 2017 

do not reflect adjustments, which could be material, to the carrying value of assets and liabilities, which may be required 

should the Company be unable to continue as a going concern. 

 

Related Party Transactions 

 The Company incurred the following fees and expenses in the normal course of operations in connection with the Company’s 

directors and key management. 

 

  

Nature of 

transaction 

 

For the three 

months ended 

September 30, 

2017 

 

For the three 

months ended 

September 30, 

2016 

 

For the nine 

months ended 

September 30, 

2017 

 

For the nine 

months ended 

September 30, 

2016 

      

                      
Director and CEO Fees $ 67,255 $ 59,985 $ 208,983 $ 59,985 
      

 

 

Critical Accounting Estimates and Policies 
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Set out below are the Company’s critical accounting policies and estimates: 

Share capital 

Common shares are classified as equity. Transaction costs directly attributable to the issue of common shares and share 

options are recognized as a deduction from equity, net of any tax effects. 

 

Income taxes 

 

Income tax is recognized in profit or loss except to the extent that it relates to items recognized directly in equity, in which 

case it is recognized in equity. Current tax expense is the expected tax payable on the taxable income for the year, using tax 

rates enacted or substantively enacted at period end, adjusted for amendments to tax payable with regards to previous years. 

Deferred tax is recorded using the liability method, providing for temporary differences, between the carrying amounts of 

assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. The following temporary 

differences are not provided for: goodwill not deductible for tax purposes; the initial recognition of assets or liabilities that 

affect neither accounting or taxable loss; and differences relating to investments in subsidiaries to the extent that they will 

probably not reverse in the foreseeable future. The amount of deferred tax provided is based on the expected manner of 

realization or settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively enacted at the 

reporting date. 

 

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be available against 

which the asset can be utilized.  

 

Additional income taxes that arise from the distribution of dividends are recognized at the same time as the liability to pay the 

related dividend. Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax 

assets against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the 

Company intends to settle its current tax assets and liabilities on a net basis. 

  

 

 New accounting pronouncements 

Accounting standards issued but not yet effective 

Certain new standards, interpretations and amendments to existing standards have been issued by the IASB or IFRIC that are 

mandatory for accounting periods noted below. Some updates that are not applicable or are not consequential to the Company 

may have been excluded from the list below.  The Company has not assessed the effect of the future adoption of these 

standard yet. 

 

IFRS 9 Financial Instruments 

 
A revised version of IFRS 9 incorporating revised requirements for the classification and measurement of financial liabilities, 

and carrying over the existing de-recognition requirements from IAS 39 Financial Instruments: Recognition and 

Measurement.  

 

The revised financial liability provisions maintain the existing amortized cost measurement basis for most liabilities. New 

requirements apply where an entity chooses to measure a liability at fair value through profit or loss – in these cases, the 

portion of the change in fair value related to changes in the entity's own credit risk is presented in other comprehensive 

income rather than within profit or loss.  

 

The new standard is effective for annual periods beginning on or after January 1, 2018. 

 

IFRS 15 Revenue from Contracts with Customers 

 

IFRS 15 outlines the principles for recognizing revenue from contracts with customers. The new standard establishes a new 

five-step model for revenue arising from contracts with customers. Under IFRS 15, revenue is recognized at an amount that 

reflects the consideration to which an entity expects to be entitled in exchange for transferring goods or services to a 

customer.  
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The new standard is effective for annual periods beginning on or after January 1, 2018, and is applicable to all entities and 

will supersede all current revenue recognition requirements under IFRS. 

 

IAS 38 Intangible Assets (Amendment)  

 

The amendments to IAS 38 introduce a rebuttable presumption that revenue is not an appropriate basis for amortization of an 

intangible asset.  This presumption can only be rebutted in the event that the intangible asset is expressed as a measure of 

revenue or when it can be demonstrated that revenue and consumption of the economic benefits of the intangible assets are 

highly correlated.    

This amendment is effective for annual periods beginning on or after January 1, 2016. 

 

IAS 16 Leases  

 

IFRS 16 was issued in January 2016 and specifies how an IFRS reporter will recognize, measure, present and disclose leases. 

The standard provides a single lessee accounting model, requiring lessees to recognize assets and liabilities for all leases 

unless the lease term is 12 months or less or the underlying asset has a low value. Lessors continue to classify leases as 

operating or finance, with IFRS 16’s approach to lessor accounting substantially unchanged from its predecessor, IAS 17. 

This standard is effective for reporting periods beginning on or after January 1, 2019. 

 

Critical Risk Factors 

 

Limited Operating History 

The Company has no history of earnings. The Company has no present prospect of generating revenue from the sale of 

products. The Company is therefore subject to many of the risks common to early-stage enterprises, including under-

capitalization, cash shortages, limitations with respect to personnel, financial, and other resources and lack of revenues. 

There is no assurance that the Company will be successful in achieving a return on shareholders’ investment and the 

likelihood of success must be considered in light of the early stage of operations. 

 

Negative Cash Flow for the Foreseeable Future 

The Company has no history of earnings or cashflow from operations. The Company does not expect to generate material 

revenue or achieve self-sustaining operations for several years, if at all. To the extent that the Company has negative cash 

flow in future periods, the Company may need to allocate a portion of its cash reserves to fund such negative cash flow.    

 
Reliance on Management 

The success of the Company is dependent upon the ability, expertise, judgment, discretion and good faith of its senior 

management. While employment agreements are customarily used as a primary method of retaining the services of key 

employees, these agreements cannot assure the continued services of such employees. Any loss of the services of such 

individuals could have a material adverse effect on the Company’s business, operating results or financial condition. 

 

Additional financing needs 

The Company will require equity and/or debt financing to support on-going operations, to undertake capital expenditures or to 

undertake acquisitions or other business combination transactions. There can be no assurance that additional financing will be 

available to the Company when needed or on terms which are acceptable. The Company’s inability to raise financing to 

fund capital expenditures or acquisitions could limit its growth and may have a material adverse effect upon future 

profitability. 

 

If additional funds are raised through further issuances of equity or convertible debt securities, existing shareholders could 

suffer significant dilution, and any new equity securities issued could have rights, preferences and privileges superior to 

those of holders of the Company Shares. Any debt financing secured in the future could involve restrictive covenants 

relating to capital raising activities and other financial and operational matters, which may make it more difficult for the 

Company to obtain additional capital and to pursue business opportunities, including potential acquisitions. 

 

Because of the early stage of the industry in which the Company will operate, the Company expects to face additional 

competition from new entrants. To become and remain competitive, the Company will require research and development, 

marketing, sales and client support. The Company may not have sufficient resources to maintain research and development, 
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marketing, sales and client support efforts on a competitive basis which could materially and adversely affect the business, 

financial condition and results of operations of the Company. 

 

Difficulty to Forecast 

The Company must rely largely on its own market research to forecast sales as detailed forecasts are not generally 

obtainable from other sources at this early stage of the industry. A failure in the demand for its products to materialize as a 

result of competition, technological change or other factors could have a material adverse effect on the business, results of 

operations and financial condition of the Company. 

 

Conflicts of Interest 

Certain of the directors and officers of the Company are, or may become directors and officers of other companies, and 

conflicts of interest may arise between their duties as officers and directors of the Company and as officers and directors of 

such other companies. 

 

Litigation 

The Company may become party to litigation from time to time in the ordinary course of business which could adversely 

affect its business. Should any litigation in which the Company becomes involved be determined against the Company 

such a decision could adversely affect the Company’s ability to continue. Even if the Company is involved in litigation 

and wins, litigation can redirect significant company resources. 

 

Commercial success of the Company will depend in part on not infringing upon the patents and proprietary rights of other 

parties and enforcing its own patents and proprietary rights against others. The research and development programs will be in 

highly competitive fields in which numerous third parties have issued patents and pending patent applications with claims 

closely related to the subject matter of the Company’s programs.  

 

Uninsurable Risks 

The business of the Company may not be insurable or the insurance may not be purchased due to high cost. Should such 

liabilities arise, they could reduce or eliminate any future profitability and result in increasing costs and a decline in the value 

of the Company.  

 

Permits and Licenses 

The operations of the Company may require licenses and permits from various governmental authorities. There can be no 

assurance that such licenses and permits will be granted. 

 

Intellectual Property Rights 

The Company could be adversely affected if it does not adequately protect its intellectual property rights. The Company 

regards its marks, rights, and trade secrets and other intellectual property rights as critical to its success.  To protect its 

investments and the Company’s rights in these various intellectual properties, it may rely on a combination of patents, 

trademark and copyright law, trade secret protection and confidentiality agreements and other contractual arrangements with 

its employees, clients, strategic partners, acquisition targets and others to protect proprietary rights.  There can be no 

assurance that the steps taken by the Company to protect proprietary rights will be adequate or that third parties will not 

infringe or misappropriate the Company’s copyrights, trademarks and similar proprietary rights, or that the Company will be 

able to detect unauthorized use and take appropriate steps to enforce rights.  In addition, although the Company believes that 

its proprietary rights do not infringe on the intellectual property rights of others, there can be no assurance that other parties 

will not assert infringement claims against the Company.  Such claims, even if not meritorious, could result in the 

expenditure of significant financial and managerial resources. 

 

The Company will rely on trade secrets to protect technology where it does not believe patent protection is appropriate or 

obtainable. Trade secrets are difficult to protect. While commercially reasonable efforts to protect trade secrets will be used, 

strategic partners, employees, consultants, contractors or scientific and other advisors may unintentionally or willfully 

disclose information to competitors. If the Company is not able to defend patents or trade secrets, then it will not be able to 

exclude competitors from developing or marketing competing products, and the Company may not generate enough revenue 

from product sales to justify the cost of development of products and to achieve or maintain profitability.  
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Low Barriers to Entry and Competition 

There is high potential that the Company will face intense competition from other companies, some of which can be expected 

to have longer operating histories and more financial resources and manufacturing and marketing experience than the 

Company. Increased competition by larger and better financed competitors could materially and adversely affect the 

business, financial condition and results of operations of the Company. There may be larger, better financed companies which 

may become competition for the Company. 

 

Rapid Technological Change 

The Company’s business is subject to rapid technological changes.  Failure to keep up with such changes may adversely 

affect the business of the Company.  The Company is subject to the risks of companies operating in the medical and 

healthcare business. The market in which Lexington competes is characterized by rapidly changing technology, evolving 

industry standards, frequent new service and product announcements, introductions and enhancements and changing 

customer demands.   

 

Risks Associated with International Operations 

A component of the Company’s strategy is to expand internationally. Expansion into international markets will require 

management attention and resources. The Company has limited experience in localizing its service, and the Company 

believes that many of its competitors are also undertaking expansion into foreign markets. There can be no assurance that the 

Company will be successful in expanding into international markets. In addition to the uncertainty regarding the Company’s 

ability to generate revenues from foreign operations and expand its international presence, there are certain risks inherent in 

doing business on an international basis, including, among others, regulatory requirements, legal uncertainty regarding 

liability, tariffs, and other trade barriers, difficulties in staffing and managing foreign operations, longer payment cycles, 

different accounting practices, problems in collecting accounts receivable, political instability, seasonal reductions in business 

activity and potentially adverse tax consequences, any of which could adversely affect the success of the Company’ s  

international operations. To the extent the Company expands its international operations and has additional portions of its 

international revenues denominated in foreign currencies, the Company could become subject to increased risks relating to 

foreign currency exchange rate fluctuations. There can be no assurance that one or more of the factors discussed above will 

not have a material adverse effect on the Company’s future international operations and, consequently, on the Company’s 

business, results of operations and financial condition.  

Protection and Enforcement of Intellectual Property Rights 

The Company regards the protection of its copyrights, service marks, trademarks, trade dress and trade secrets as critical to its 

future success and relies on a combination of copyright, trademark, service mark and trade secret laws and contractual 

restrictions to establish and protect its proprietary rights in products and services. The Company has entered into 

confidentiality and invention assignment agreements with its relevant employees and contractors, and nondisclosure 

agreements with parties with which it conducts business in order to limit access to and disclosure of its proprietary 

information. There can be no assurance that these contractual arrangements or the other steps taken by the Company to 

protect its intellectual property will prove sufficient to prevent misappropriation of the Company’s technology or to deter 

independent third-party development of similar technologies.  

 

Economic Environment  

The Company’s operations could be affected by the economic context should the unemployment level, interest rates or 

inflation reach levels that influence consumer trends and consequently, impact the Company’s future sales and profitability.  

 

Global Economy Risk 

The ongoing economic slowdown and downturn of global capital markets has generally made the raising of capital by equity 

or debt financing more difficult. Access to financing has been negatively impacted by the ongoing global economic risks. As 

such, the Company is subject to liquidity risks in meeting our 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 favourable to the 

Company. If uncertain market conditions persist, the Company’s ability to raise capital could be jeopardized, which could 

have an adverse impact on the Company’s operations. 

 

Going-Concern Risk 

The financial statements have been prepared on a going concern basis under which an entity is considered to be able to 
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realize its assets and satisfy its liabilities in the ordinary course of business. The Company’s future operations are dependent 

upon the identification and successful completion of equity or debt financing and the achievement of profitable operations at 

an indeterminate time in the future. There can be no assurances that the Company will be successful in completing an equity 

or debt financing or in achieving profitability. 

The financial statements do not give effect to any adjustments relating to the carrying values and classification of assets and 

liabilities that would be necessary should the Company be unable to continue as a going concern. 

 

Financial Risk Exposures 

The Company may have financial risk exposure to varying degrees relating to the currency of each of the countries where it 

operates and has financial risk exposure towards digital currencies. The level of the financial risk exposure related to a 

currency and exchange rate fluctuations will depend on the Company’s ability to hedge such risk or use another protection 

mechanism. 

 

Attracting and keeping senior management and key scientific personnel 

The success of the Company depends on the continued ability to attract, retain, and motivate highly qualified management, 

clinical, and scientific personnel and to develop and maintain important relationships with leading academic institutions, 

companies, and thought leaders. 

 

Off-Balance Sheet Arrangements 

The Company has no off-balance sheet arrangements that would potentially affect current or future operations or the financial 

condition of the Company. 

 

Other MD&A Requirements 

As specified by National Instrument 51-102, the Company advises readers of this MD&A that important additional 

information about the Company is available on the SEDAR website – www.sedar.com.  

 

The Company’s President & Chief Executive Officer (CEO) and Chief Financial Officer (CFO) are responsible for 

establishing and maintaining disclosure controls and procedures and internal controls over financial reporting for the 

Company. 

 

Outstanding Share Data 

 

The authorized capital of the Company consists of an unlimited number of common shares and preferred shares without par 

value. On September 30, 2017 there were 32,355,901 common shares issued and outstanding. There are 34,891,901 common 

shares issued and outstanding as at the date of this report.  

 

On May 9, 2017 the Company was listed on the “CSE. In connection with the Company’s Exchange listing, the Company 

issued an aggregate 1,800,000 incentive stock options (the “Options”) in accordance with the Company’s stock option plan 

(the “Option Plan”) to certain directors, officers and consultants of the Company. There are 1,800,000 Options outstanding as 

at the date of this report and the Options entitle the respective optionee to purchase one common share at an exercise price of 

$0.20 per share. All Options may be exercised until May 9, 2022 unless terminated pursuant to the terms of the Option Plan. 

The Options and any shares issued upon exercise are subject to a four-month resale restriction from the date of grant.  

 

The following table sets out the number of share purchase warrants issued and outstanding as at the date of this report: 
 

 

 
 

 

 

 

 

 Number of warrants Exercise price Expiry date 

    

 4,216,500 $0.30 December 20, 2017 

    501,600 $0.40 July 27, 2018 

    925,800 $0.40 September 12, 2018 

 

Total 

 

5,643,900 

  

http://www.sedar.com/
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Directors and Officers 

 

Directors:  Officers: 

Eric Willis  Eric Willis - President and Chief Executive Officer 

Bryan Disher  Nick Furber – Chief Financial Officer 

Doug Janzen 

Rocco Rossi    


