Management Discussion and Analysis Consolidated
Financial Statements
For the three months ended March 31, 2021 and 2020

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATION
The following discussion and analysis of our financial condition and results of operations should be read
together with our financial statements and the related notes and the other financial information included elsewhere
in this Report. This discussion contains forward-looking statements and forward-looking information under
applicable Canadian securities legislation (collectively, “forward-looking statements”) that involve risks and
uncertainties. Our actual results could differ materially from those anticipated in these forward-looking statements
as a result of various factors, including those discussed below and elsewhere in this Report, and those set forth in our
most recent Annual Report on Form 10-K particularly those under “Risk Factors” discussed below and in our most
recent Annual Report on Form 10-K
CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
This Report contains forward-looking statements made pursuant to the safe harbor provisions of the Private
Securities Litigation Reform Act of 1995 under Section 27A of the Securities Act of 1933, as amended, and Section
21E of the Securities Exchange Act of 1934, as amended, and pursuant to applicable Canadian securities legislation
that are based on management’s beliefs and assumptions and on information currently available to management. Some
of the statements under “Risk Factors,” “Management’s Discussion and Analysis of Financial Condition and Results
of Operations” and elsewhere in this Report contain forward-looking statements. In some cases, you can identify
forward-looking statements through our use of words such as “may,” “might,” “will,” “could,” “would,” “should,”
“expect,” “intend,” “plan,” “anticipate,” “believe,” “estimate,” “predict,” “project,” “potential,” “continue,”
“ongoing” or the negative of these terms or other comparable terminology, although not all forward-looking statements
contain these words.
There are a number of important factors that could cause the actual results to differ materially from those
expressed in any forward-looking statement made by us. These factors include, but are not limited to:
•

our ability to successfully commercialize our lead product, TRUFORMA®;

•

our ability to successfully expand our internal sales team to market and sell TRUFORMA® and any other
products we develop or acquire and the related cost and timing thereof;

•

our ability to obtain funding for our operations;

•

the ability of our contract partners and contractors to appropriately conduct our product development,
validation studies, verification studies, and beta testing, and certain other development activities;

•

the ability of our contract manufacturing organizations to manufacture and supply our products;

•

our plans to develop and commercialize our planned and future products;

•

the expected impact of the novel coronavirus pandemic on our operations, including the development,
manufacturing, and commercialization of our TRUFORMA® platform and the five initial assays;

•

our ability to develop and commercialize products that can compete effectively;

•

the size and growth of the veterinary diagnostics and medical device markets;

•

our ability to obtain and maintain intellectual property protection for our planned and future products
candidates;

•

regulatory developments in the United States;

•

the loss of key personnel;

•

our expectations regarding the period during which we will be an “emerging growth company” under the
JOBS Act;

•

the accuracy of our estimates regarding expenses, future revenues, capital requirements and needs for
additional financing;

•

our ability to maintain the listing of our common shares on the NYSE American exchange; and

•

our status as a “passive foreign investment company” for U.S. federal income tax purposes.

The foregoing does not represent an exhaustive list of matters that may be covered by the forward-looking statements
contained herein or risk factors that we are faced with that may cause our actual results to differ from those anticipated
in our forward-looking statements. Please see “Risk Factors” below and in our most recent Annual Report on Form
10-K for additional risks which could adversely impact our business and financial performance.
All forward-looking statements are expressly qualified in their entirety by this cautionary notice. You are cautioned
not to place undue reliance on any forward-looking statements, which speak only as of the date of this Report or the
date of the document incorporated by reference into this Report. We have no obligation, and expressly disclaim any
obligation, to update, revise or correct any of the forward-looking statements, whether as a result of new information,
future events or otherwise, except as required by law. We have expressed our expectations, beliefs and projections in
good faith, and we believe they have a reasonable basis. However, we cannot assure you that our expectations, beliefs
or projections will result or be achieved or accomplished.
Overview
We are a veterinary health company creating products for companion animals by focusing on the unmet needs
of clinical veterinarians. We expect that our product portfolio will include innovative diagnostics and medical devices
that emphasize patient health and practice health. With a team that includes clinical veterinary professionals, our goal
is to provide veterinarians the opportunity to increase productivity and grow revenue while better serving the animals
in their care.
Our strategic focus is on the commercialization of our TRUFORMA® diagnostic biosensor platform and the
final development and commercialization of the first five assays for the detection of adrenal and thyroid disorders in
cats and dogs. The TRUFORMA® platform uses Bulk Acoustic Wave (BAW) technology to provide a non-optical
and fluorescence free detection system for use at the point-of-care. We believe that BAW technology will enable
precise and repeatable test results at the point-of-care during a typical veterinary appointment.
As TRUFORMA®’s market presence grew, we intended to transition from a distributor-based sales model to
a direct sales organization. However, due to anticipated changes at our current distributor that we believe have
impacted its ability to market our products effectively, we will be accelerating that transition and the building of a
direct sales organization.
Zomedica currently employs nine direct field commercialization personnel, supported by two regional
managers, a Vice President of Sales, and a Chief Commercial Officer.
Following the commercial launch of TRUFORMA®, we expect to continue the development of another pointof-care diagnostic platform, which is based on miniaturized laser-based Raman spectroscopy technology and is
designed to detect pathogens in companion animals. We believe this platform will enable the identification of
biological and biochemical signatures in complex biological samples and has the potential to achieve reference lab
sensitivity/specificity to screen for a wide range of pathogens in companion animal feces, urine, respiratory, and
dermatological samples in minutes without the need for extensive sample prep or the use of reagents. The diagnostic
platform requires a small fecal sample preparation. Additionally, the platform has automated analysis and does not
require specialized staff training. We believe that this diagnostic platform does not require pre-market regulatory
approval for use with companion animals in the United States.

We have performed initial development work on a circulating tumor cell (CTC) “liquid biopsy” product for
use in a reference lab setting as a canine cancer diagnostic. This product is intended for use to detect canine cancers
faster, more affordably and less invasively compared to existing methods, which can be expensive and cost-prohibitive
for pet owners. We have worked on the development of an assay that targets hard-to-diagnose canine cancers, such as
hemangiosarcoma and osteosarcoma.
Consistent with our focus on the development of point-of-care diagnostic products, we intend to seek one or
more partners for the further development and commercialization of the liquid biopsy product.
Through the year ended December 31, 2020, we were a development-stage company with no commercialized
products, and we did not generate any revenue from product sales. We have incurred significant net losses since our
inception. We incurred net losses of approximately $4.0 million and approximately $2.5 million for the three months
ended March 31, 2021 and March 31, 2020 and approximately $16.9 million and $19.8 million for the years ended
December 31, 2020 and December 31, 2019 respectively. These losses have resulted principally from costs incurred
in connection with investigating and developing our product candidates, research and development activities, and
general and administrative costs associated with our operations. As of March 31, 2021, we had an accumulated deficit
of approximately $105.0 million and cash and cash equivalents of approximately $276.6 million.
For the foreseeable future, we expect to continue to incur losses, which will increase from historical levels as
we continue the commercialization of our TRUFORMA® platform, expand our product development activities, and
expand our sales and marketing activities.
For further information on the regulatory, business and product pipeline, please see the “Business” section of
this Annual Report on Form 10-K. For further information on the risk factors, please see the “Risk Factors” section
of this Annual Report on Form 10-K.
Revenue
We launched our TRUFORMA® platform and our first three assays during the first quarter of 2021. Our
revenue consisted of instruments, cartridges, and warranty services sold in the U.S.
Cost of Revenue
Cost of revenue consists primarily of costs related to the costs of manufacturing instruments and cartridges
and the related warranty purchases. We expense all inventory obsolescence provisions related to normal
manufacturing changes as cost of revenue.
Operating Expenses
The majority of our operating expenses to date have been for the general and administrative activities related
to general business activities, capital market activities and stock-based compensation, developing a commercial team,
and research and development activities related to our lead product candidates.
Research and Development Expense
All costs of research and development are expensed in the period in which they are incurred. Research and
development costs primarily consist of salaries and related expenses for personnel, fees paid to consultants, outside
service providers, professional services, travel costs and materials used in clinical trials and research and development.
Selling General and Administrative Expense
Selling, general and administrative expense consists of personnel costs, including salaries, related benefits and
stock-based compensation for employees, consultants and directors. General and administrative expenses also include
rent and other facilities costs, professional fees, amortization and depreciation.

Income Taxes
As of December 31, 2020, we had net operating loss carryforwards for U.S. federal and state income tax
purposes of approximately $19.6 million and non-capital loss carryforwards for Canada of approximately $27.8
million, which will begin to expire in fiscal year 2035. We have evaluated the factors bearing upon the realizability
of our deferred tax assets, which are comprised principally of net operating loss carryforwards and non-capital loss
carryforwards. We concluded that, due to the uncertainty of realizing any tax benefits as of December 31, 2020, a
valuation allowance was necessary to fully offset our deferred tax assets. There has been no significant change in the
first three months ended March 31, 2021.
Critical Accounting Policies and Significant Judgments and Estimates
Our management’s discussion and analysis of financial condition and results of operations is based on our
consolidated financial statements, which have been prepared in accordance with accounting principles generally
accepted in the United States, or U.S. GAAP. The preparation of our consolidated financial statements and related
disclosures requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities,
and revenue, costs and expenses and related disclosures during the reporting periods. On an ongoing basis, we evaluate
our estimates and judgments, including those described below. We base our estimates on historical experience and on
various other factors that we believe are reasonable under the circumstances, the results of which form the basis for
making judgments about the carrying value of assets and liabilities that are not readily apparent from other sources.
Actual results may differ from these estimates under different assumptions or conditions.
JOBS Act
The Jumpstart Our Business Startups Act, or the JOBS Act, contains provisions that, among other things,
reduce certain reporting requirements for an “emerging growth company.” We have irrevocably elected not to avail
ourselves of the JOBS Act provision that an emerging growth company may delay adopting new or revised accounting
standards until such times as those standards apply to private companies.
In addition, as an “emerging growth company” we are not required to, among other things, (i) provide an auditor’s
attestation report on our system of internal controls over financial reporting pursuant to Section 404, and (ii) comply
with any requirement that may be adopted by the Public Company Accounting Oversight Board regarding mandatory
audit firm rotation or a supplement to the auditor’s report providing additional information about the audit and the
financial statements (auditor discussion and analysis). These exemptions will apply until December 31, 2022 or until
we no longer meet the requirements of being an “emerging growth company,” whichever is earlier.
Use of Estimates
The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of expenses during the year.
Actual results could differ from those estimates.
Areas where significant judgment is involved in making estimates are the determination of fair value of stockbased compensation, the useful lives of property and equipment, allocation of proceeds from financings to shares and
warrants, and fair value of warrants and placement agent warrants.
Research and Development Costs
Research and development expenses comprise costs incurred in performing research and development
activities, including salaries and benefits, safety and efficacy studies, contract manufacturing costs, contract research
costs, patent procurement costs, materials and supplies and occupancy costs. Research and development activities
include internal and external activities associated with research and development studies of current product candidates
and advancing product candidates towards commercialization.

Research and development costs related to continued research and development programs are expensed as
incurred in accordance with ASC topic 730.
Translation of Foreign Currencies
The functional currency, as determined by management, is U.S. dollars, which is also our reporting currency.
Transactions denominated in currencies other than U.S. dollars and the monetary value of assets and liabilities are
translated at the period end exchange rates. Revenue and expenses are measured at rates of exchange prevailing on
the transaction dates. All of the exchange gains or losses resulting from these other transactions are recognized in the
consolidated statements of operations and comprehensive loss.
Stock-Based Compensation
We measure the cost of equity-settled transactions by reference to the fair value of the equity instruments at
the date at which they are granted if the fair value of the goods or services received by us cannot be reliably estimated.
We calculate stock-based compensation using the fair value method, under which the fair value of the options
at the grant date is calculated using the Black-Scholes Option Pricing Model, and subsequently expensed over the
vesting period of the option using the graded vesting method. The provisions of our stock-based compensation plans
do not require us to settle any options by transferring cash or other assets, and therefore we classify the awards as
equity. Stock-based compensation expense recognized during the period is based on the value of stock-based payment
awards that are ultimately expected to vest. We estimate forfeitures at the time of grant and revise these estimates, if
necessary, in subsequent periods if actual forfeitures differ from those estimates. The expected term, which represents
the period of time that options granted are expected to be outstanding, is estimated based on an average of the term of
the options. The risk-free rate assumed in valuing the options is based on the U.S. treasury yield curve in effect at the
time of grant for the expected term of the option. The expected dividend yield percentage at the date of grant is zero
as we are not expected to pay dividends in the foreseeable future.
Loss Per Share
Basic loss per share, or EPS, is computed by dividing the loss attributable to common shareholders by the
weighted average number of common shares outstanding. Diluted EPS reflects the potential dilution that could occur
from common shares issuable through the exercise or conversion of stock options, restricted stock awards, warrants
and convertible securities. In certain circumstances, the conversion of options, warrants and convertible securities are
excluded from diluted EPS if the effect of such inclusion would be anti-dilutive.
The dilutive effect of stock options is determined using the treasury stock method. Stock options and warrants
to purchase our common shares issued during the period were not included in the computation of diluted EPS, as the
effect would be anti-dilutive.
Comprehensive Loss
We follow ASC topic 220. This statement establishes standards for reporting and display of comprehensive
(loss) income and its components. Comprehensive loss is net loss plus certain items that are recorded directly to
shareholders' equity. We currently have no other comprehensive loss items.
Results of Operations
Revenue
Revenue for the three months ended March 31, 2021 was $14,124 and resulted from the sale of our
TRUFORMA® products and associated warranties. We commenced commercialization of TRUFORMA® on March
15, 2021 and accordingly had only limited sales activity in the first quarter of 2021. We expect that revenue will
increase in subsequent periods as we increase our sales and marketing activities and have full periods during which
we obtain sales and record related revenue.

Cost of Revenue
Cost of revenue for the three months ended March 31, 2021 was $5,658. As noted above, commercialization
of TRUFORMA® commenced on March 15, 2021. We expect that cost of revenue will increase as we sell additional
products in subsequent periods.
Research and Development
Research and development expense for the three months ended March 31, 2021 was approximately $0.4
million compared to approximately $0.6 million for the three months ended March 31, 2020, a decrease of
approximately $0.2 million, or 34%. The decrease was a result of an overall reduction in research and development
activity as we curtailed our drug development activities, and a reduction in development costs related to
TRUFORMA® as we completed development of the instrument and three of the first five assays and began
commercialization.
Selling, General and Administrative
Selling, general and administrative expense for the three months ended March 31, 2021 was approximately
$3.5 million, compared to approximately $1.7 million for the three months ended March 31, 2020, an increase of
approximately $1.8 million, or 105%. The increase primarily was due to an increase in share-based compensation
expense which was approximately $1.3 million for the three months ended March 31, 2021 compared to approximately
$0.2 million for the comparable period in 2020 as a result of stock option grants made during the first quarter of 2021.
Other significant increases include professional fees incurred in connection with the exchange of the Series 1 preferred
shares, and fees associated with SEC filings for $.7 million.
Net Loss
Our net loss for the three months ended March 31, 2021 was approximately $4.0 million. We also incurred a
direct charge to retained earnings as a result of the exchange of the Series 1 preferred shares of approximately $32.0
million as a result of the exchange of the Series 1 preferred shares, resulting in a net loss of $0.04 per share, compared
to a net loss of approximately $2.5 million, or $0.02 per share, for the three months ended March 31, 2020, an increase
of approximately $1.5 million, or 60%. The net loss in each period was attributed to the matters described above. We
expect to continue to record net losses in future periods until such time as we have sufficient revenue from product
sales to offset our operating expenses.
Cash Flows
Three months ended March 31, 2021 compared to three months ended March 31, 2020
The following table shows a summary of our cash flows for the periods set forth below:

Cash flows used in operating activities
Cash flows (used in) from investing activites
Cash flows from financing activites
Increase in cash
Cash and cash equivalents, beginning of period
Cash and cash equivalents , end of period

Three months ended
March 31, 2021
$
(2,638,333)
(18,026)
217,266,516
214,610,157
61,991,703
276,601,860

Three months ended
March 31, 2020
$
(2,173,127)
1,007,513
2,151,780
986,166
510,586
1,496,752

Change
$
%
(465,206)
21.4%
(1,025,539)
-101.8%
215,114,736
9997.1%
213,623,991
21662.1%
61,481,117
12041.3%
275,105,108
18380.1%

Operating Activities
Net cash used in operating activities for the three months ended March 31, 2021 was approximately $2.6
million, compared to approximately $2.2 million for the three months ended March 31, 2020, an increase of
approximately $0.4 million, or 21%. The increase in cash used in operations primarily resulted from the increase in
our operating loss, as well inventory purchases of approximately $0.3 million related to our preparation for
commercialization of our TRUFORMA® product, as well as changes in working capital items, offset in part by an
increase in non-cash expenses including stock-based compensation of approximately $1.3 million, loss on fixed asset
dispositions of approximately $0.2 million and positive changes in other non-cash items..
Investing Activities
Net cash used in investing activities for the three months ended March 31, 2021 was $18,026, compared to
cash from investing activities of approximately $1.0 million for the three months ended March 31, 2020, a decrease
of approximately $1.0 million, or 102%. The decrease primarily resulted from cash received from the repurchase of
our previously prepaid lease for approximately $1.0 million during the first quarter of 2020.
Financing Activities
Net cash from financing activities for the three months ended March 31, 2021 was approximately $217.3
million, compared to approximately $2.2 million for the three months ended March 31, 2020, an increase of $215.1
million, or 9,997%. Cash from financing activities in the first quarter of 2021 primarily resulted from approximately
$199.5 million of proceeds from the February 2021 public offering of our common shares, partially offset by stock
issuance costs of approximately $14.3 million.
Liquidity and Capital Resources
We have incurred losses and negative cash flows from operations since our inception in May 2015. As of
March 31, 2021, we had an accumulated deficit of approximately $105.0 million. We have funded our working capital
requirements primarily through the sale of our equity and equity-related securities and the exercise of stock options
and warrants.
At March 31, 2021, the Company had cash and cash equivalents of approximately $276.6 million, inventory
of approximately $0.3 million, prepaid expenses and deposits of approximately $1.4 million, accounts receivable of
$8,535 and tax credits receivable of approximately $0.2 million. At March 31, 2021, current assets amounted to
approximately $278.5 million and current liabilities were approximately $2.0 million, resulting in working capital
(defined as current assets minus current liabilities) of approximately $276.5 million.
On March 7, 2021, we exchanged the 12 issued and outstanding shares of our Series 1 Preferred Shares for
24,719,101 common shares valued at $44.0 million.
Subsequent to March 31, 2021, warrants and stock options to purchase 625,000 and 1,632,776 common shares,
respectively were exercised, resulting in additional cash proceeds of approximately $0.7 million.
In December 2018, we entered into an at-the-market equity offering sales agreement with Cantor Fitzgerald
& Co. under which we may sell pursuant to the universal shelf registration statement common shares in the United
States only, from time to time, for up to $50.0 million and which was amended on March 25, 2019 to $10.0 million in
aggregate sales proceeds in "at the market" transactions. No sales of common shares were made under the sales
agreement, and the program was inactive at March 31, 2021.
On October 17, 2017 we entered into a five-year $5,000,000 unsecured working capital facility with Equidebt
LLC, one of our shareholders (the “Equidebt Facility”). Amounts borrowed under the Equidebt Facility bear interest
at a rate of 14% per annum payable at maturity. All amounts borrowed under the Equidebt Facility become due and
payable on October 17, 2022. We can make two borrowings per month under the Equidebt Facility, each of which
must be for a minimum of $250,000. No amounts were outstanding under the Equidebt Facility at March 31, 2021.

We believe that our existing cash resources will be sufficient to fund our expected working capital needs
through December 2023. If we raise additional funds by issuing equity securities, our existing security holders will
likely experience dilution, and the incurring of indebtedness would result in increased debt service obligations and
could require us to agree to operating and financial covenants that could restrict operations. In the event that we are
unable to obtain sufficient capital to meet our working capital requirements, we may be required to change or curtail
current or planned operations in order to conserve cash until such time, if ever, that sufficient proceeds from operations
are generated. In such an event, we may not be able to take advantage of business opportunities and may have to
terminate or delay safety and efficacy studies, curtail our product development programs, or sell or assign rights to
our product candidates, products and technologies.
Our future capital requirements depend on many factors, including, but not limited to:
•

the scope, progress, results and costs of researching and developing our current or future product
candidates;

•

the number and characteristics of the product candidates we pursue;

•

the cost of manufacturing our current and future product candidates and any products we
successfully commercialize;

•

the cost of commercialization activities including marketing, sales, service, customer support and
distribution costs;

•

the expenses needed to attract and retain skilled personnel;

•

the costs associated with being a public company;

•

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

•

the scope and terms of our business plans from time to time, and our ability to realize upon our
business plans;

•

the costs involved in preparing, filing, prosecuting, maintaining, defending and enforcing possible
patent claims, including litigation costs and the outcome of any such litigation; and

•

the costs associated with additional business development or mergers and acquisitions activity

Off Balance Sheet Arrangements
Since inception, we have not engaged in the use of any off-balance sheet arrangements, such as structured
finance entities, special purpose entities or variable interest entities.
Outstanding Share Data
The only class of outstanding voting equity securities of the Company are the common shares. As of May 10, 2021,
•

there are 974,350,084 common shares issued and outstanding.

•

there are stock options outstanding under our Stock Option Plan to acquire an aggregate of
34,862,724 common shares.

•

there are common share purchase warrants outstanding to acquire an aggregate of 197,917 common
shares at an exercise price of $0.15 per share issued in February 2020.

•

there are common share purchase warrants outstanding to acquire an aggregate of 366,585 common
shares at an exercise price of $0.15 per share issued in April 2020.

•

there are common share purchase warrants outstanding to acquire an aggregate of 276,500 common
shares at an exercise price of $0.15 per share issued in May 2020.

•

there are common share purchase warrants outstanding to acquire an aggregate of 231,000 common
shares at an exercise price of $0.16 per share issued in July 2020.

•

All of the currently outstanding warrants also have a “cashless exercise” feature which is applicable
in certain circumstances. The cashless exercise feature could result in the potential issuance of
common shares based upon the “in-the-money” value of the applicable warrants at the time of
exercise of the applicable warrants. The number of the common shares that may be issued is not
determinable. However, the number of common shares that are issuable is based upon a formula
contained in the applicable warrants, which determines the number of common shares issuable by
dividing the “in-the-money” value (based upon the then current market price, as provided in the
applicable warrants) by the then current market price, and multiplying this result by the number of
common shares that are issuable under the applicable warrants pursuant to cash exercise.

Zomedica Corp.
Condensed Consolidated Financial Statements (Unaudited)
For the three months ended March 31, 2021 and 2020
(Expressed in United States Dollars, except as otherwise noted)

Zomedica Corp.

Condensed consolidated balance sheets
As of March 31, 2021, and December 31, 2020
(Unaudited) (Stated in United States dollars)
December 31,
2020

March 31,
2021

Assets
Current assets
Cash and cash equivalents
Inventory
Prepaid expenses and deposits
Trade receivables
Other receivables
Total current assets

$

Prepaid expenses and deposits
Property and equipment, net
Right-of-use asset
Intangible assets, net
Total assets

$

276,601,860
309,658
1,393,616
8,535
235,905
278,549,574
39,101
293,516
1,263,061
323,471
280,468,723

$

$

61,991,703
1,727,814
146,207
63,865,724
13,924
583,007
1,318,716
362,663
66,144,034

Liabilities, mezzanine and shareholders' equity
Current liabilities
Accounts payable and accrued liabilities
Current portion of debt obligations
Current portion of lease obligations
Total current liabilities

$

1,128,233
527,360
306,770
1,962,363

$

978,470
2,940,833

Lease obligations
Total liabilities

1,248,628
527,360
252,788
2,028,776
1,087,998
3,116,774

Commitments and contingencies (Note 13)
Mezzanine equity:
Series 1 preferred shares, no par value;
20 shares authorized
0 and 12 Series 1 preferred shares issued and outstanding
at March 31, 2021 and December 31, 2020, respectively

-

Shareholders' equity
Unlimited common shares, no par value;
972,092,308 and 642,036,228 issued and outstanding
at March 31, 2021 and December 31, 2020, respectively
Common shares subscribed
Additional paid-in capital
Accumulated deficit
Total shareholders' equity
Total liabilities, mezzanie equity and shareholders' equity

$

11,961,397

377,970,846

104,783,612

4,602,089
(105,045,045)
277,527,890

459,600
14,792,276
(68,969,625)
51,065,863

280,468,723

$

66,144,034

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Zomedica Corp.

Condensed consolidated statements of loss and comprehensive loss
For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
March 31,
2020

March 31,
2021
Net revenue
Cost of revenue
Gross profit

$

Expenses
Research and development
Selling, general and administrative
Loss from operations
Interest income
Interest expense
Loss on disposal of assets
Other income
Foreign exchange loss (gain)
Loss before income taxes
Income tax expense
Net loss and comprehensive loss

$

$

413,128
3,467,670
(3,872,332)
(55,147)
218,986
646
(4,036,817)
(4,036,817) $
890,245,654

Weighted average number of common shares - basic and diluted
$

Loss per share - basic and diluted (Note 18)

14,124
5,658
8,466

-

630,066
1,703,443
(2,333,509)
651
128,931
(5,500)
(6,973)
(2,450,618)
(2,450,618)
118,340,596

(0.04) $

The accompanying notes are an integral part of these condensed consolidated financial statements.
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(0.02)

Zomedica Corp.

Condensed consolidated statements of shareholders’ equity
For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
Series 1 preferred stock

Shares
Balance at December 31, 2019
Stock and warrant issuance for financing
Stock issuance costs
Placement agent warrants
Stock-based compensation
Net loss
Balance at March 31, 2020
Balance at December 31, 2020
Stock issuance for financing
Stock issuance costs
Stock-based compensation
Stock issuance from warrant exercises
Stock redemption
Net loss
Balance at March 31, 2021

Amount

Common stock

Shares

Amount

Common
stock
subscribed

Additional paidin capital

12 $ 11,961,397
12
11,961,397

108,038,398
20,833,334
128,871,732

$ 38,566,820 $
1,705,655
(238,217)
(35,816)
39,998,442

-

$

-

12
11,961,397
(12)
(11,961,397)
- $
-

642,036,228
105,013,158
200,323,821
24,719,101
972,092,308

104,783,612
199,525,000
(14,281,368)
43,943,602
44,000,000
$ 377,970,846 $

459,600
(459,600)
$

-

Accumulated
deficit

3,625,083 $
794,345
(110,003)
35,816
155,022
4,500,263
14,792,276
1,282,741
(11,472,928)
4,602,089

$

2,095,459
2,500,000
(348,220)
155,022
(2,450,618)
1,951,643

(68,969,625)
(32,038,603)
(4,036,817)
(105,045,045) $

51,065,863
199,525,000
(14,281,368)
1,282,741
32,011,074
11,961,397
(4,036,817)
277,527,890

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Total

(52,057,841) $
(2,450,618)
(54,508,459)

Zomedica Corp.

Condensed consolidated statements of cash flows
For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
March 31

March 31,

2021

2020

Cash flows from operating activities:
$

Net loss

(4,036,817) $

(2,450,618)

Adjustments for
Depreciation

59,326

Amortization - intangible assets

44,321

76,416
45,036

-

Amortization - right-of-use asset
Loss on sale of property and equipment

243,061

(Gain) loss on right-of-use assets

(24,075)

Stock-based compensation
Non cash portion of rent expense

42,448
69,834
59,097

1,282,741

155,022

24,185

4,012

Change in non-cash operating working capital
(309,658)

Purchased inventory

-

309,021

Prepaid expenses and deposits

409,028

(8,535)

Trade receivable

-

(101,508)

Other receivables
Accounts payable and accrued liabilities
Net cash used in operating activities

(74,845)

(120,395)

(508,557)

(2,638,333)

(2,173,127)

Cash flows from investing activities:
75

Cash received from sale of property and equipment

5,400

(3,185)

Investment in intangibles

-

(14,916)

Investment in property and equipment

-

-

Cash from lease cancellation
Net cash (used in) provided by investing activities

1,002,113

(18,026)

1,007,513

Cash flows from financing activities:
Cash proceeds from issuance of common shares and warrants
Cash received from warrant exercises
Cash paid for shares and warrant issuance costs
Net cash provided by financing activites

199,525,000
32,011,074
(14,269,558)
217,266,516

2,500,000
(348,220)
2,151,780

Increase in cash and cash equivalents

214,610,157

986,166

61,991,703

510,586

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$

276,601,860

$

1,496,752

$

651

Supplemental cash flow information:
Interest paid

$

Interest (received)

$

-

(24,313) $

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Zomedica Corp.

Notes to the condensed consolidated financial statements
For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
1. Nature of operations
The Company is a veterinary health company creating point-of-care diagnostics products for dogs and cats,
that focuses on the needs of the veterinarians themselves.
The impact of the novel strain of coronavirus (“COVID-19”)
The outbreak of the novel strain of coronavirus, specifically identified as “COVID-19”, has resulted in the
World Health Organization declaring this virus a global pandemic in March 2020. Governments around the
world have enacted emergency measures to combat the spread of the virus. These measures include the
implementation of travel bans, self-imposed quarantine periods and social distancing. The closure of
businesses has caused material disruption to businesses resulting in an economic slowdown. Governments
and central banks have responded with significant monetary and fiscal interventions designed to stabilize
the financial markets.
The COVID-19 pandemic materially and adversely affected the development and commercialization of our
TRUFORMA® platform and the initial five assays. In response to the pandemic, our development partner
had reduced the number of employees working in its facilities for a period of time which has delayed the
completion of the verification of the five initial TRUFORMA® assays and the manufacturing of commercial
quantities of the TRUFORMA® platform and the related assays. Veterinary hospitals and clinics that had
agreed to participate in the validation of our initial TRUFORMA® assays either shut down for a period of
time or limited their operations to those involving only life-threatening conditions, which we have mitigated
to a certain extent with our recent ability to successfully complete remote installations. Potential customers
have at times restricted access to their facilities which has affected and may continue to affect our ability to
perform on-site demonstrations and other marketing activities. The extent to which the COVID-19 pandemic
may impact our business will depend on future developments, which are highly uncertain and cannot be
predicted with confidence, such as the duration of the outbreak, the spread and severity of COVID-19, and
the effectiveness of governmental actions in response to the pandemic.
2. Basis of preparation
The accompanying unaudited consolidated financial statements have been prepared in accordance with
accounting principles generally accepted in the United States (“U.S. GAAP”) for the presentation of interim
financial statements and with the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly,
the unaudited financial statements do not include all the information and footnotes necessary for a
comprehensive presentation of the financial position, results of operations and cash flows for the periods
presented. In the opinion of management, the unaudited financial statements include all the normal
recurring adjustments that are necessary for a fair presentation of the financial position, results of
operations and cash flows for the periods presented. Operating results for the three months ended March
31, 2021 are not necessarily indicative of the results that may be expected for the fiscal year ending
December 31, 2021. These unaudited financial statements should be read in combination with the other
Notes in this section; “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” appearing in Item 2; and the Consolidated Financial Statements, including the Notes to the
Consolidated Financial Statements, included in our Annual Report on Form 10-K for the fiscal year ended
December 31, 2020. The Consolidated Balance Sheet as of December 31, 2020 was derived from audited
financial statements.
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Zomedica Corp.

Notes to the condensed consolidated financial statements
For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
3. Significant accounting policies
Estimates and assumptions
In preparing these financial statements, management was required to make estimates and assumptions
that affect the reported amounts of assets, liabilities, revenues and expenses. These estimates and
assumptions are based on our historical experience, the terms of existing contracts, our evaluation of trends
in the industry, information provided by our customers and suppliers and information available from other
outside sources, as appropriate. These estimates and assumptions are subject to an inherent degree of
uncertainty. We are not presently aware of any events or circumstances that would require us to update
such estimates and assumptions or revise the carrying value of our assets or liabilities. Our estimates may
change, however, as new events occur, and additional information is obtained. As a result, actual results
may differ significantly from our estimates, and any such differences may be material to our financial
statements.
Inventories
Inventories are stated at the lower of cost or net realizable value. Cost is based on the first in, first out
method. The Company records reserves, when necessary, to reduce the carrying value of inventory to its
net realizable value. Management considers forecast demand in relation to the inventory on hand,
competitiveness of product offerings, market conditions and product life cycles when determining excess
and obsolescence and net realizable value adjustments. At the point of loss recognition, a new, lower-cost
basis for that inventory is established, and any subsequent improvements in facts and circumstances do
not result in the restoration or increase in that newly established cost basis.
Revenue recognition
The Company enters into agreements which may contain multiple promises where customers purchase
products, services or a combination thereof. Determining whether products and services are considered
distinct performance obligations that should be accounted for separately requires judgment. We determine
the transaction price for a contract based on the total consideration we expect to receive in exchange for
the transferred goods or services.
The Company allocates revenue to each performance obligation in proportion to the relative standalone
selling prices and recognize revenue when control of the related goods or services is transferred for each
obligation. We utilize the observable standalone selling price when available, which represents the price
charged for the performance obligation when sold separately.
The Company's contracts with customers are generally comprised of purchase orders for the sale of the
point of care diagnostic instrument, consumable products, and warranties, or some variation thereof. The
instrument and consumables each represent a single performance obligation when sold separately, that is
satisfied at a point in time upon transfer of control of the product to the customer which is typically upon
receipt of the goods by the customer. The warranties are also a separate performance obligation, whereby
revenue is recognized over time.
Sales tax is charged on sales to end users and remitted to the appropriate state authority.
Accounts receivable are recorded at net realizable value and have payment terms of 30 days.
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Zomedica Corp.

Notes to the condensed consolidated financial statements
For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
3. Significant accounting policies (continued)
Cost of revenue
Cost of goods sold consists of materials, and shipping costs incurred internally to produce and receive the
products. Shipping and handling costs incurred by the Company are included in cost of goods sold.
Comparative figures
Certain prior year amounts have been reclassified to conform to the current year presentation. The change
in presentation had no effect on the reported results of operations. Adjustments have been made to the
consolidated balance sheets and consolidated statements of loss and comprehensive loss for three months
ended March 31, 2020. These changes in classification do not affect previously reported cash flows from
operating activities in the consolidated statements of cash flows.
4. Prepaid expenses, deposits and deferred financing costs

Deposits (i)
Prepaid marketing
Prepaid insurance
Other (ii)
Total

(i)

(ii)

$

$

March 31,
December 31,
2021
2020
1,148,755 $
1,455,119
15,444
26,330
109,440
184,154
159,078
62,211
1,432,717 $
1,727,814

Deposits include payments made to vendors in advance and are primarily associated with inventory,
warranties, and research activity. As of March 31, 2021, and December 31, 2020, the Company
classified $39,101 and $13,924 as a non-current asset, with the remainder classified as a current
asset in the consolidated balance sheets.
Other is comprised of deferred financing costs, subscription payments, utilities, travel costs, and
software licensing. As of March 31, 2021, and December 31, 2020, the Company classified all
amounts as a current asset in the consolidated balance sheets.

5. Property and equipment
March 31, December 31,
2021
2020
Computer equipment
Furniture and equipment
Laboratory equipment
Leasehold improvements

Accumulated depreciation and amortization
Net property and equipment

$

387,055
110,244
220,372
272,194
989,865
696,349
293,516

$

$

$

364,165
121,281
234,087
571,460
1,290,993
707,986
583,007

Depreciation expense for the three months ended March 31, 2021 was $59,326.
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Notes to the condensed consolidated financial statements
For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
6. Intangible assets
March 31, December 31,
2021
2020
Computer software
Trademarks
Website

Accumulated amortization
Net intangibles

$

28,011
16,236
513,680
557,927
234,456
323,471

$

$

$

22,882
16,236
513,680
552,798
190,135
362,663

Amortization expense for the three months ended March 31, 2021 was $44,321.
7. Leases
On February 1, 2020 the Company cancelled its existing lease with Wickfield Phoenix LLC. and entered
into a new lease. The new lease period was for 60 months, commencing on February 1, 2020 and ending
on January 31, 2025 with a monthly rent payment of $32,452 escalating to $36,525 over the lease period.
Upon cancellation of the previous existing lease, the Company received a refund of prepaid rent in the
amount of $1,002,113. The carrying value of the right of use asset was $1,061,210 upon cancellation. The
Company recorded a loss on right-of-use asset of $59,097 in the consolidated statements of comprehensive
loss.
On February 1, 2020, the Company recorded a right-of-use asset and a corresponding lease liability in the
amount of $1,553,611 using the Company’s incremental borrowing rate of 12%.
On February 1, 2021 the Company downsized its office space and modified its existing lease with Wickfield
Phoenix LLC. The new lease period was for 48 months, commencing on February 1, 2021 and ending on
January 31, 2025 with a monthly rent payment of $12,039 for the first two months and escalating to $30,911
over the lease period. The carrying value of the right of use asset was $1,297,666 upon modification. The
Company recorded a gain on right-of-use asset of $24,075 in the consolidated statements of
comprehensive loss.
On February 1, 2021, the Company recorded a right-of-use asset and a corresponding lease liability in the
amount of $1,306,082 using the Company’s incremental borrowing rate of 3.95%.
During the three months ended March 31, 2021, the Company recognized $80,714 in rent expense with
$18,626 recorded in research and development expenses and $62,088 recorded in general and
administrative expense in the consolidated statements of comprehensive loss.
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Notes to the condensed consolidated financial statements
For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
7. Leases (continued)

Right-of-use asset
Cost
Aggregate lease commitments
Less: impact of present value
Balance at March 31, 2021

Premise lease
$

1,387,655
(81,573)
1,306,082

Reduction in right-of-use asset
Straight line amortization
Interest
Balance at March 31, 2021

46,256
(3,235)
43,021

Net book value as at:
March 31, 2021

$

Lease liabilities

1,263,061
Premise lease

Additions
Payments
Interest
Total lease liabilities at March 31, 2021

$

Current portion of lease liabilities
Long term portion of lease liabilities
Total lease liabilities at March 31, 2021

$

1,306,082
(24,077)
3,235
1,285,240

$

306,770
978,470
1,285,240

Total remaining undiscounted lease liabilites related to the above lease are as follows:
2021 - remainder balance
2022
2023
2024
2025
Total

$

$

10

254,591
348,790
359,254
370,031
30,911
1,363,577

Zomedica Corp.

Notes to the condensed consolidated financial statements
For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
8. Loan arrangements
On October 18, 2017, the Company entered into a loan arrangement with a shareholder of the Company,
pursuant to which such shareholder has agreed to provide a loan facility to the Company, whereby the
Company may borrow up to $5,000,000, with the proceeds to be used for working capital and general
corporate purposes. The term of the loan facility is five (5) years, with principal and interest payments being
due only at the time of maturity. Under the loan agreement, the Company may borrow in one or more
advances, provided however that a minimum amount of $250,000 must be borrowed at any one time and
not more than two advances may occur per month. Interest shall accrue at a rate of fourteen percent (14%)
per annum, payable upon maturity. As of March 31, 2021, no amounts have been borrowed.
The Coronavirus Aid, Relief, and Economic Security Act, or (“CARES”) Act, was signed into law on March
27, 2020, and provides over $2.0 trillion in emergency economic relief to individuals and businesses
impacted by the COVID-19 pandemic. The CARES Act authorized the Small Business Administration to
temporarily guarantee loans under a new loan program called the Paycheck Protection Program (the
“Program”). The Program provides for 100% federally guaranteed loans to small businesses to allow
employers to keep workers employed and maintain payroll during the pandemic and economic downturn.
Under the Program, qualified companies are eligible for a loan in an amount equal to the lesser of $10
million or 2.5x the business’s average monthly payroll. Collateral or guarantor support is not required for
the loan.
Under the Program, the borrower is eligible for loan forgiveness up to the amount the borrower spends on
certain eligible costs during the 8-week period beginning on the date the proceeds were received on the
loan. Eligible costs under the Program include payroll costs, interest on mortgage obligations incurred
before the covered period, rent on leasing agreements and utility services. The amount of loan forgiveness
is reduced if there is a reduction in the number of employees or a reduction of greater than 25% in wages
paid to employees. Under the Program, proceeds that are not forgiven convert to a loan bearing interest at
a fixed rate of 1% payable in 18 equal monthly installments commencing after the forgiveness period. The
Program was subsequently amended to allow the borrower to use an extended forgiveness period of 24
weeks beginning on the date the proceeds were received on the loan and to extend the repayment period
to 54 months commencing after the 24 week forgiveness period.
In April of 2020, the Company received $527,360 under the program. The receipt is currently reported as
a current liability and accounted for as a loan. The company filed for forgiveness, pending approval from
the Small Business Administration.
9. Preferred shares
The Company is authorized to issue up to 20 shares of its Series 1 Preferred Shares, all without par value,
and each having a stated value of $1,000,000. The Series 1 Preferred Shares do not have voting rights
except to the extent required by applicable law and are not convertible into the Company’s common shares.
Holders of the Series 1 Preferred Shares will not be entitled to dividends but, in lieu thereof, will receive Net
Sales Returns (“Net Sales Returns” is defined as annual payments equal to 9 percent of net sales) until
such time as the holders have received total Net Sales Returns equal to 9 times the aggregate stated value
of the outstanding Series 1 Preferred Shares. The Company will have the right to redeem the outstanding
Series 1 Preferred Shares at any time at a redemption price equal to 9 times the aggregate stated value of
the Series 1 Preferred Shares outstanding less the aggregate amount of the Net Sales Returns paid (the
“Redemption Amount”).
Upon any dissolution, liquidation or winding up, whether voluntary or involuntary, holders of Series 1
Preferred Shares will be entitled to a liquidation preference equal to the stated value of the Series 1
Preferred Shares less the Net Sales Returns paid on the Series 1 Preferred Shares.
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Notes to the condensed consolidated financial statements
For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
9. Preferred shares (continued)
In the event of a fundamental transaction (defined to include an amalgamation, merger or other business
combination transaction involving our company in which the shareholders do not have the right to cast more
than 50% of the votes that may be cast for the election of directors, or a sale, lease or other disposition of
the properties and/or assets of our company as an entirety or substantially as an entirety to a third party),
the holders of the Series 1 Preferred Shares will be entitled to receive consideration for their Series 1
Preferred Shares equal to a multiple of the stated value of the Series 1 Preferred Shares ranging from 5.0
to 9.0 depending on the timing of the fundamental transaction, subject to a cap equal to the redemption
amount.
Issued and outstanding preferred stock:
Number of
preferred
stock
12 $
12
(12)
$
-

Balance at December 31, 2019
Balance at December 31, 2020
Stock redemption
Balance at March 31, 2021

Preferred
stock amount
11,961,397
11,961,397
(11,961,397)
-

The Company exchanged the issued and outstanding shares of its Series 1 Preferred Shares on March 7,
2021 for 24,719,101 of common shares valued at $44,000,000. The difference between the carrying value
of the preferred shares and the fair value of the common shares exchanged was charged to accumulated
deficit.
10. Common shares
The Company is authorized to issue an unlimited number of common shares, without par value.
Issued and outstanding common shares:

Number of Common stock
common stock
amount
108,038,398 $ 38,566,820
20,833,334
1,431,622
128,871,732 $ 39,998,442

Balance at December 31, 2019
Stock issued from financing (i)
Balance at March 31, 2020
Balance at December 31, 2020
Stock issued from financing (ii)
Stock issued from exercises of warrants (iii)
Stock issued from preferred share redemption (Note 10)
Balance at March 31, 2021

12

642,036,228
105,013,158
200,323,821
24,719,101
972,092,308

$ 104,783,612
185,243,632
43,943,602
44,000,000
$ 377,970,846

Zomedica Corp.

Notes to the condensed consolidated financial statements
For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
10. Common shares (continued)
(i) On February 14, 2020, the Company completed a registered direct offering (“RDO”) of its common
shares and a simultaneous private placement of its warrants (“Series A Warrants”) in a fixed
combination of one common share and a Series A Warrant to purchase one common share, resulting
in the sale of 20,833,334 common shares and Series A Warrants to purchase 20,833,334 common
shares at a combined offering price of $0.12 per share and related Series A Warrant. Each Series A
Warrant has an exercise price of $0.20 per share, is exercisable six months after issuance and has a
term of 5.5 years. The Company also issued warrants to the placement agents to purchase 1,041,667
common shares at an exercise price of $0.15 per share (“Placement Agent Warrants”), which were
exercisable immediately upon issuance and have a term of 5 years. In aggregate, the Company issued
20,833,334 common shares, 20,833,334 Series A Warrants, and an additional 1,041,667 Series A
Placement Agent Warrants.
The Company raised $2,500,000 in gross proceeds as part of the RDO. The Company recorded
$1,705,655 as the value of common shares under common shares and $794,345 as the value of Series
A Warrants under additional paid-in-capital in the consolidated statements of shareholders’ equity.
The direct cash costs related to the issuance of the common shares and warrants issued in February
2020 were $348,220. These direct costs were recorded as an offset against the statement of
shareholders’ equity with $238,217 being recorded under common shares and $110,003 being
recorded under additional paid-in-capital. The Company also recorded the value of the Series A
Placement Agent Warrants in the amount of $52,496 as an offset against the statement of shareholders’
equity with $35,816 being recorded under common shares and $16,680 being recorded under
additional paid-in-capital.
(ii) On February 8, 2021, the Company completed a sale of 91,315,790 common shares at an offering
price of $1.90 per share. The company also granted the underwriter a 30-day option to purchase up to
13,697,368 additional common shares at the public offering price.
The Company raised $199,525,000 in gross proceeds as part of the offering. The Company recorded
$199,525,000 as the value of common shares under common shares.
The direct cash costs related to the issuance of the common shares and warrants issued in February
2021 were $14,281,368. These direct costs were recorded as an offset against the statement of
shareholders’ equity with the entirety recorded under common shares.
(iii) For the three months ended warrant exercises were as follows:
Warrant series
Series A
Series B
Series C
Series D
Subtotal
Common stock subscribed
Total

Warrants
exercised
21,677,084
3,037,167
37,566,195
138,043,375
200,323,821
200,323,821

Amount
$

$
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4,293,229
455,576
5,646,929
22,074,940
32,470,674
(459,600)
32,011,074

Zomedica Corp.

Notes to the condensed consolidated financial statements
For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
11. Stock-based compensation
During the three months ended March 31, 2021, the Company issued stock options to purchase an
aggregate of 1,400,000 common shares. The options vest over a period of four years and have an
expiration period of ten years. During the three months ended March 31, 2021, no options were exercised.
During the three months ended March 31, 2020, the Company issued stock options to purchase an
aggregate of 5,056,000 common shares. The options vest over a period of four years and have an
expiration period of five years.
The continuity of stock options are as follows:
Number of
Options
39,604,515
(3,965,265)
(18,750)
800,000
200,000
200,000
200,000
37,020,500
11,916,500

Balance at December 31, 2020
Stock options forfeited
Stock options forfeited
Stock options granted
Stock options granted
Stock options granted
Stock options granted
Balance at March 31, 2021
Vested at March 31, 2021

$
$
$
$
$
$
$
$
$

Weighted Avg
Exercise Price
0.36
1.52
0.19
1.87
2.06
1.88
2.49
0.30
0.29

As at March 31, 2021, details of the issued and outstanding stock options were as follows:

Grant date
August 19, 2019
August 19, 2019
August 19, 2019
August 19, 2019
August 19, 2019
August 19, 2019
September 16, 2019
March 14, 2020
June 16, 2020
July 9, 2020
August 25, 2020
September 29, 2020
October 1, 2020
October 20, 2020
December 31, 2020
February 26, 2021
March 1, 2021
March 8, 2021
March 15, 2021
Balance at March 31, 2021

Number of
options issued
Exercise
price and outstanding
0.26
500,000
0.35
100,000
0.45
100,000
0.55
100,000
0.65
100,000
0.75
100,000
0.43
500,000
0.19
3,705,500
0.19
2,000,000
0.18
175,000
0.13
40,000
0.11
300,000
0.11
300,000
0.09
40,000
0.23
27,560,000
1.87
800,000
2.06
200,000
1.88
200,000
2.49
200,000
37,020,500
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Number of
Number of
vested options unvested options
outstanding
outstanding
500,000
100,000
100,000
100,000
100,000
100,000
500,000
1,852,750
1,852,750
2,000,000
43,750
131,250
10,000
30,000
75,000
225,000
75,000
225,000
10,000
30,000
6,000,000
21,560,000
200,000
600,000
50,000
150,000
50,000
150,000
50,000
150,000
11,916,500
25,104,000

Weighted Avg
Remaining Life
outstanding
(years)
0.39
0.39
0.39
0.39
0.39
0.39
0.46
3.96
4.21
4.28
4.41
4.50
4.51
4.56
9.76
9.92
9.92
9.94
9.96

Zomedica Corp.

Notes to the condensed consolidated financial statements
For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
11. Stock-based compensation (continued)
The Company calculates volatility of stock-based compensation using the historical price of the Company’s
stock. An increase/decrease in the volatility would have resulted in an increase/decrease in the fair value
of the options.
The fair value of options granted during the three months ended March 31, 2021 and March 31, 2020 was
estimated using the Black-Scholes option pricing model to determine the fair value of options granted using
the following assumptions:

Volatility
Risk-free interest rate
Expected life
Divedend yield
Common share price
Strike price
Forfeiture rate

March 14, 2020
87%
0.49%
5 years
0%
$0.18
$0.19
zero

February 26, 2021
117%
0.95%
10 years
0%
$1.87
$1.87
zero

Volatility
Risk-free interest rate
Expected life
Divedend yield
Common share price
Strike price
Forfeiture rate

March 1, 2021
117%
0.92%
10 years
0%
$2.06
$2.06
zero

March 8, 2021
117%
1.07%
10 years
0%
$1.88
$1.88
zero

Volatility
Risk-free interest rate
Expected life
Divedend yield
Common share price
Strike price
Forfeiture rate

March 15, 2021
117%
1.06%
10 years
0%
$2.49
$2.49
zero

The Company recorded $1,282,741 and $155,022 of stock-based compensation for the three months
ended March 31, 2021 and 2020, respectively. For the three months ended March 31, 2021 and 2020
there were no stock options exercised.
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For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
12. Warrants
The Company calculates volatility of warrants based on the historical price of the Company’s stock. An
increase/decrease in the volatility would have resulted in an increase/decrease in the fair value of the
options.
In connection with the February 14, 2020 registered direct offering, the Company issued 20,833,334 five
and one half-year Series A warrants to purchase one share of common stock at an exercise price of $.20.
The Company also issued 1,041,667 warrants to purchase a share of common stock at an exercise price
of $0.15 per share to the placement agents.
In connection with the April 9, 2020 CMPO, the Company issued 16,666,667 five-year Series B Warrants
to purchase one common share at an exercise price of $0.15. The Company also issued 1,666,667
Placement Agent Warrants to purchase one common share at an exercise price of $0.15 per share.
In connection with the May 29, 2020 public offering, the Company issued 133,333,333 two-year Series C
Warrants to purchase one common share at an exercise price of $0.15. The Company also issued
12,170,000 Series C Pre-Funded Warrants to purchase common shares at an exercise price of $0.0001 on
a cashless exercise basis. As of December 31, 2020, all of the Series C Pre-Funded Warrants have been
exercised.
In connection with the July 7, 2020 public offering, the Company issued 187,500,000 two-year Series D
Warrants to purchase one common share at an exercise price of $0.16. The Company also issued
25,000,000 Series D Pre-Funded Warrants to purchase common shares at an exercise price of $0.0001 on
a cashless exercise basis. As of December 31, 2020, all of the Series D Pre-Funded Warrants have been
exercised.
As at March 31, 2021, details of the outstanding warrants were as follows:
Original Issue date
February 14, 2020
February 14, 2020
April 9, 2020
May 29, 2020
July 7, 2020
Balance at March 31, 2021

Exercise
Price
0.20
0.15
0.15
0.15
0.16

Warrants
Outstanding
197,917
366,585
276,500
856,000
1,697,002
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Weighted Average
Remaining Life
3.87
4.03
1.16
1.27
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Notes to the condensed consolidated financial statements
For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
13. Commitments and contingencies
On May 10, 2018, the Company entered into a Development, Commercialization and Exclusive Distribution
Agreement. As part of the agreement, the Company is required to make the following future milestone
payments:
•

1st payment: $3,500,000 in cash payment upon the achievement of future development milestones

•

2nd payment: $3,500,000 in equity, determined by dividing the amount due by the volume-weighted
average price of the Company’s common stock on the NYSE American exchange over the 10
trading days prior to the achievement of the milestone event.

As at March 31, 2021, none of the future development milestones related to the above agreement have
been met. The Company has assessed the probability of meeting the above milestones and has
determined that an accrual is not necessary at March 31, 2021.
From time to time, the Company may be exposed to claims and legal actions in the normal course of
business. As at March 31, 2021, and continuing as of May 12, 2021, the Company is not aware of any
pending or threatened material litigation claims against the Company, other than as described below.
On November 1, 2019, Heska Corporation (“Heska”) filed a complaint for damages and injunctive relief (the
“Complaint”) in the United States District Court for the Middle District of North Carolina, Case 1:19-cv01108-LCB-JLW, against Qorvo US, Inc. (“Qorvo US”), Qorvo Biotechnologies, LLC (“Qorvo Biotech” and,
together with Qorvo US, “Qorvo”) and the Company (collectively with Qorvo, the “Defendants”) which was
amended on November 22, 2019. The amended Complaint alleges, among other things, that the
Defendants improperly obtained Heska’s trade secrets and confidential information and/or conspired to use
improper means to misappropriate Heska’s trade secrets related to an instrument and related consumable
products for performing immunoassay analysis of biomarkers and other substances. The amended
Complaint seeks compensatory and exemplary damages, as well as preliminary and permanent injunctive
relief to prevent the Defendants from commercializing our TRUFORMA® diagnostic instrument. On January
21, 2020, the Defendants filed a motion seeking dismissal of the Complaint. On February 11, 2020, Heska
filed its response to the Defendants’ motion to dismiss to which the Defendants responded on February 25,
2020. Heska subsequently moved to strike a portion of the Defendants’ response. On September 30, 2020,
the court denied the Defendants’ motion to dismiss and granted Heska’s motion to strike. On October 14,
2020 the Defendants filed their answer to the amended Complaint. On May 10, 2021, the Defendants filed
an updated answer and counterclaims to Heska’s amended complaint alleging unfair and deceptive trade
practices claims against Heska. Discovery is ongoing. The Company believes that the allegations in the
amended Complaint have no merit and will not have a material adverse effect on our business, results of
operations or financial condition.
Under the terms of the Development and Supply Agreement, dated November 26, 2018, by and between
Qorvo Biotech and the Company (as amended, the “Qorvo Agreement”), Qorvo Biotech agreed to indemnify
the Company and certain related parties against claims alleging infringement or misappropriation of thirdparty intellectual property rights, subject to certain limitations and exceptions. Qorvo Biotech has notified
the Company that Qorvo Biotech has assumed the defense of the amended Complaint and will indemnify
the Company for losses arising from the amended Complaint in accordance with the terms of the Qorvo
Agreement. Qorvo Biotech has further advised us that it intends to mount a vigorous defense to the claims
in the amended Complaint, and that it believes the allegations contained in the amended Complaint are
without merit.

17

Zomedica Corp.

Notes to the condensed consolidated financial statements
For the three months ended March 31, 2021 and 2020
(Unaudited) (Stated in United States dollars)
14. Financial instruments
(a) Fair values
The Company follows ASC topic 820, “Fair Value Measurements” which defines fair value, establishes a
framework for measuring fair value, and expands disclosures about fair value measurements. The
provisions of ASC topic 820 apply to other accounting pronouncements that require or permit fair value
measurements. ASC topic 820 defines fair value as the exchange price that would be received for an asset
or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or
liability in an orderly transaction between market participants at the measurement date; and establishes a
three level hierarchy for fair value measurements based upon the transparency of inputs to the valuation of
an asset or liability as of the measurement date. Inputs refers broadly to the assumptions that market
participants would use in pricing the asset or liability, including assumptions about risk. To increase
consistency and comparability in fair value measurements and related disclosures, the fair value hierarchy
prioritizes the inputs to valuation techniques used to measure fair value into three broad levels. The three
levels of the hierarchy are defined as follows:
Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly or indirectly for substantially the full term of the financial instrument.
Level 3 inputs are unobservable inputs for asset or liabilities.
The categorization within the valuation hierarchy is based upon the lowest level of input that is significant
to the fair value measurement.
The carrying values of cash, trade and other receivable, accounts payable and accrued liabilities and
shareholder loans payable approximates their fair values because of the short-term nature of these
instruments.
(b) Interest rate and credit risk
Interest rate risk is the risk that the value of a financial instrument might be adversely affected by a change
in interest rates. The Company does not believe that the results of operations or cash flows would be
affected to any significant degree by a sudden change in market interest rates, relative to interest rates on
cash and cash equivalents, due to the short-term nature of these balances.
(c) Foreign exchange risk
The Company has balances in Canadian dollars that give rise to exposure to foreign exchange (“FX”) risk
relating to the impact of translating certain non-U.S. dollar balance sheet accounts as these statements are
presented in U.S. dollars. A strengthening U.S. dollar will lead to a FX loss while a weakening U.S. dollar
will lead to a FX gain. For each Canadian dollar balance of $1.0 million, a +/- 10% movement in the
Canadian currency held by the Company versus the U.S. dollar would affect the Company’s loss and other
comprehensive loss by $0.1 million.
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14. Financial instruments (continued)
(d) Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty raising liquid funds to meet commitments
as they fall due. In meeting its liquidity requirements, the Company closely monitors its forecasted cash
requirements with expected cash drawdown.
The following are the contractual maturities of the undiscounted cash flows of financial liabilities as at March
31, 2021 and December 31, 2020:

Third parties
Accounts payable and accrued liabilities
Debt obligations
Lease obligations

Third parties
Accounts payable and accrued liabilities
Debt obligations
Lease obligations

Less than
3 months
$
$

1,128,233
527,360
75,413
1,731,006

3 to 6
months
$
$

Less than
3 months
$
$

1,248,628
527,360
59,662
1,835,650

-

75,980
75,980

6 to 9
months
$
$

3 to 6
months
$
$

-

62,463
62,463

-

76,551
76,551

$
$

6 to 9
months
$
$

-

64,356
64,356

March 31, 2021
Greater than
1 year

9 months
1 year
-

78,826
78,826

$
$

$

-

66,307
66,307

978,470
978,470

$
$

December 31, 2020
Greater than
1 year

9 months
1 year
$

-

$
$

-

1,087,998
1,087,998

$
$

Total
1,128,233
527,360
1,285,240
2,940,833

Total
1,248,628
527,360
1,340,786
3,116,774

15. Segment information
The Company's operations comprise a single reportable segment engaged in the research, development
targeting health and wellness solutions for the companion animal. As the operations comprise a single
reportable segment, amounts disclosed in the financial statements for loss for the period, depreciation and
total assets also represent segmented amounts. In addition, all the Company's long-lived assets are in the
United States of America (“US”).

Total assets

Canada
US

$
$

Total US property and equipment
Total US right-of-use asset

$
$
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December 31,
March 31,
2020
2021
53,160,701
250,972,315 $
12,983,333
29,496,408
66,144,034
280,468,723 $
293,516 $
1,263,062
1,556,578 $

583,007
1,318,716
1,901,723
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For the three months ended March 31, 2021 and 2020
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16. Loss per share
For the three months
ended March 31, 2021

For the three months
ended March 31, 2020

Numerator
$

Net loss for the period

(4,036,817) $
(32,038,603)

Charge to retained earnings for preferred share exchange
Loss attributable to common shareholders

(2,450,618)
-

(36,075,420)

(2,450,618)

890,245,654

118,340,596

Denominator
Weighted average shares - basic
Stock options

-

Warrants

890,245,654

Denominator for diluted loss per share
$

Loss per share - basic and diluted

(0.04) $

118,340,596
(0.02)

For the above-mentioned periods, the Company had stock options and warrants outstanding which could
potentially dilute basic earnings per share in the future but were excluded from the computation of diluted
loss per share in the periods presented, as their effect would have been anti-dilutive.
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