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Based on our DCF model and a 15% discount rate, Lexaria is

valued at approximately $15.00 per share. Our model applies a
weighted average 13% probability of ultimate approval and com-
mercialization of products employing DehydraTECH. The model
includes contributions from the United States and Rest of World.
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OUTLOOK

Lexaria is a biotechnology company seeking to enhance the bioavailabil-
ity of multiple drug agents with DehydraTECH (DHT)), its technology us-
ing oral and topical delivery. It combines lipophilic APIs with specific fatty
acid and carrier compounds followed by dehydration.

DHT offers several attractive features: substantial improvement in bioab-
sorption in terms of time to measurable plasma levels & AUC, brain per-
meation, taste masking & side effect reduction. As DHT does not employ
a covalent bond, DHT is not a new molecular entity and can rely on pre-
viously conducted safety and efficacy data to obtain regulatory approval.

Lexaria receives revenues from licensing & product sales which can in
part fund R&D operations. R&D activities are pursuing both preclinical
and clinical programs. The lead program is investigating CBD for the

Current Price (2/1/2022) $4.24  reduction of hypertension with four clinical trials. Other DHT candidates
Valuation $15.00 include antivirals, nicotine, PDES inhibitors, NSAIDS, hormones, colchi-
cine & others.
We forecast penetration into global markets for hypertension, nicotine
delivery and antiviral product categories. Our valuation assumes a 2024
regulatory approval and commercialization of DHT CBD in the US and
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. WHAT’S NEW

Over the last two months, Lexaria Bioscience Corporation (NASDAQ: LEXX) has advanced several new initiatives,
reported first quarter earnings and outlined a bold plan for 2022 which includes the launch of multiple new studies.
The most important effort is in hypertension where we expect the HYPER-H21-4 study to start in April, anticipated
to enroll 60 patients in a six-week study. Two other studies for nicotine and pediatric seizures will also start. Inves-
tors were presented new information related to cannabinoids’ impact on SARS-CoV-2 and the use of DehydraTECH
(DHT) in sildenafil. Lexaria plans for 2022 also include investigational new drug (IND) work to prepare DHT-CBD
for more advanced clinical work in hypertension.

10Q:22 Results

Lexaria filed its first quarter fiscal year 2022 10-Q on January 14, 2022. The company reported first quarter fiscal
year 2022 revenues of $14,000, and total operating expense of $2.0 million resulting in net loss of ($2.0) million* or
($0.35) per basic and diluted common share.

For the first quarter ending November 30, 2021 and versus the same ending November 30, 2020:

» Revenue totaled $14,000, down 95% from $296,000. Lexaria’s primary customer in the B2B product
revenue stream has been delayed in chain-store rollouts resulting in overstocked inventory and no
manufacturing and sales of new inventory for this licensee for the quarter;

» Research and development expenses totaled $459,000, increasing 139% from $192,000 as Lexaria
undertook several studies within its 2022 applied research and development program focusing on DHT-
CBD to treat hypertension;

» Office and administrative expenses totaled $1.6 million, up 107% from $752,000 primarily comprising
an unrealized loss on marketable securities of $340,000 and non-cashed stock-based compensation on
options granted and vested of $121,000;

» Net loss including contributions from non-controlling interests was ($2.0) million, or ($0.35) per share,
compared to ($710,000) or ($0.24) per share.

As of November 30, 2021, cash and marketable securities on the balance sheet totaled $10.2 million. Cash burn
for the quarter was approximately ($1.2) million. Lexaria carries a $7,800 in loan payable on its balance sheet.

Forward Looking Clinical and Operational Highlights

2022 anticipated material events:

» Hypertension study (HYPER-H21-4) dosing — April 2022

Animal study for pediatric seizures using CBD — Spring 2022
Human sublingual (buccal) tissue study in nicotine — Spring 2022
Hypertension study (HYPER-H21-4) results — 3Q:22

Commercial client partners introducing DHT skin products — 3Q:22
Pre-IND meeting with the FDA for CBD in hypertension — 2022
Agreement with industry partner — 2022

YV V V VYV V V

Lexaria preclinical trials planned for 2022:

» HOR-A22-1
o Estrogen delivery characteristics
o Estrogen
o PKstudy
o April 2022

! Including non-controlling interest contributions of ($159,000)
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https://ir.lexariabioscience.com/sec-filings/all-sec-filings/content/0001640334-22-000103/0001640334-22-000103.pdf
https://ir.lexariabioscience.com/news-events/press-releases/detail/159/lexaria-2022-rd-programs-to-include-investigations-into

» DEM-A22-1
o Dementia/Alzheimer’s disease
o July 2022

» RHEUM-A22-1
o Rheumatoid disease

o CBD

o October 2022
> DIAB-A22-1

o Diabetes

o CBD

o November 2022

SRAX Media Outreach Agreement

To increase investor visibility, Lexaria announced in December that it had entered into an agreement with SRAX,
Inc. for advertising and media. Many material events are planned for 2022 including in-human trials for hyperten-
sion, oral nicotine, animal studies for seizure relief, as well as a number of early-stage pharmacokinetic work in po-
tential indications. On behalf of Lexaria, SRAX will engage and manage media companies to create advertising
materials and distribute them on internet platforms employing leading-edge analytical algorithms to maximize en-
gagement.

Cannabinoids and SARS-CoV-2

On January 18, 2022, Lexaria announced and responded to an independent study that had been published in the
Journal of Natural Products on January 10™, “Cannabinoids Block Cellular Entry of SARS-CoV-2 and the Emerging
Variants | Journal of Natural Products (acs.org)”, that found cannabinoid acids to be allosteric as well as orthosteric
ligands with micromolar affinity for spike protein. Among the compounds with the highest affinity for spike protein
were CBGAZ?, THCA-A3, and CBDA*. CBDA and CBGA were found to prevent infection of human epithelial cells by
a pseudovirus expressing the SARS-CoV-2 spike protein and prevent entry of live SARS-CoV-2 into cells. CBDA
and CBGA were also found to be equally effective against alpha variant B.1.1.7 and beta variant B.1.351. In anin-
terview with vice.com, lead author, Dr. Richard van Breeman, commented that oral delivery was effective, and that
smoking or vaping cannabis was likely not effective. Lexaria CEO, Chris Bunka, commented that, “Lexaria has led
the conversation for years related to oral delivery of cannabinoids and is a world-leader through its pioneering drug
delivery technology, DehydraTECH.” Lexaria is currently conducting research with DHT-cannabinoid formulations
across a range of indications, including an advanced oral DHT-CBD formulation that in manufacturing leaves the
cannabinoids unaltered by high temperatures.

HYPER-H21-4

Lexaria announced this autumn that it would evaluate DHT-CBD in humans in 2022 with its HYPER-H21-4 study.
HYPER-H21-4 will target 60 volunteers between the ages of 45-70 using three 150 mg doses of DHT-CBD every
day for the 6-week duration of the study. The study will employ a double blinded, randomized cross-over design
and utilize a placebo control. A subset of subjects will already be using standard of care hypertension drugs such
as ACE inhibitors and diuretics. This will yield data relating to the efficacy of DHT-CBD in combination with hyper-
tension treatments. Furthermore, the longer duration of the study compared with Lexaria’s previous work will sup-
port acquisition of critical data regarding the extended use of DHT-CBD and capture any potential for longer term
health benefits. Study protocols are being readied for submission to the Independent Review Board (IRB) and ap-
proval is anticipated by January 2022. HYPER-H21-4 will build on the findings of HYPER-H21-2. Results for HY-
PER-H21-2 were announced in December 2021 and only tracked the effects of dosing over a 24 hour period yet
achieved statistically significant results. Success with HYPER-H21-2 is expected to provide the data necessary to
enter regulatory pathways for DHT CBD to treat hypertension and other forms of cardiovascular disease. On De-
cember 29, Lexaria announced that the Independent Review Board (IRB) had approved HYPER-H21-4 ahead of
schedule, with dosing tentatively scheduled to begin by April 2022.

2 Cannabigerolic acid
3 Tetrahydrocannabinolic acid
4 Cannabidiolic acid

Zacks Investment Research Page 3 scr.zacks.com


https://ir.lexariabioscience.com/news-events/press-releases/detail/162/lexaria-enters-one-year-media-outreach-agreement-with-srax
https://ir.lexariabioscience.com/news-events/press-releases/detail/164/lexaria-comments-on-study-examining-cannabinoids-and
https://pubs.acs.org/doi/10.1021/acs.jnatprod.1c00946
https://pubs.acs.org/doi/10.1021/acs.jnatprod.1c00946
https://www-vice-com.cdn.ampproject.org/c/s/www.vice.com/amp/en/article/bvn7gd/the-scientist-who-discovered-cannabis-can-prevent-covid-19
https://www-vice-com.cdn.ampproject.org/c/s/www.vice.com/amp/en/article/bvn7gd/the-scientist-who-discovered-cannabis-can-prevent-covid-19
https://ir.lexariabioscience.com/news-events/press-releases/detail/158/lexaria-announces-ambitious-new-hypertension-study
https://ir.lexariabioscience.com/news-events/press-releases/detail/160/lexarias-dehydratechtm-cbd-reduces-arterial-stiffness
https://ir.lexariabioscience.com/news-events/press-releases/detail/163/lexaria-receives-independent-review-board-approval-for

Sildenafil Results

Lexaria conducted animal studies evaluating the leading phosphodiesterase inhibitor (PDES5 inhibitor), sildenafil, for
erectile dysfunction. The February 2™ release identified a trend of higher overall delivery of sildenafil into the blood
stream. Within four minutes of administration, the DHT formulation delivered materially higher levels of the drug in
the plasma compared with the generic formulation of the same concentration. One of the shortcomings of current
formulations of erectile dysfunction drugs is the extended time period between administration and response, which
can make a difference depending on how fast you are. Below is the comparison of DHT sildenafil vs. control over a
three hour period. It shows that the DHT-sildenafil formulation achieved a maximum concentration (Cmax) in the
blood plasma that was ~70% higher as compared to the control formulation. The time to Cmax was achieved 25%
faster (15.1 £ 5.9 minutes with the DehydraTECH-sildenafil versus 21 + 7.74 minutes with the Control-sildenafil.)
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https://ir.lexariabioscience.com/news-events/press-releases/detail/166/lexaria-reports-potentially-ground-breaking-findings-in
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Upcoming Milestones (YTD)

Y

Uplisting to Nasdaq Capital Market - January 2021

Pricing and closing of $11M public offer - January 2021

Al Reese, Jr. appointed to Board of Directors - January 2021

CBD beverage shelf stability results - March 2021

Gregory Downey appointed CFO - April 2021

Issuance of warrants for 300,000 common shares - April 2021
HYPER-H21-1 launched - April 2021

First DHT patent granted in India - May 2021

HYPER-H21-2 starts - June 2021

2021 Annual Meeting results - June 2021

Voluntary delisting from CSE - July 2021

First and second patents granted in Japan - July 2021

HYPER-H21-2 dosing complete - July 2021

Ibuprofen study results - 3Q:21

Topline results from HYPER-H21-2 study - September 2021

Oral nicotine study NIC-A21-1 results - October 2021

Oral THC study THC-A21-1 results - October 2021

EPIL-A21-1 commenced - November 2021

HYPER-H21-4 announced - November 2021

2022 R&D program plans announced - November 2021

HYPER-H21-3 completion of dosing & sample collection - December 2021
Interviews (one, two, three) with Zacks’ analyst John Vandermosten - December 2021
HYPER-H21-2 results - December 2021

HYPER-H21-3 nears completion - December 2021

One-year media outreach agreement with SRAX, Inc - December 2021
IRB approval for HYPER-H21-4 - December 2021

Study examining cannabinoids and SARS-CoV-2 - January 2022

VV VY V VY V VYV VYV VYV VY VY VY VY VY VYV VY VY

Summary

Lexaria has started 2022 with a full slate of programs from in-human studies for hypertension and nicotine, to pre-
clinical efforts in pediatric seizures, hormones, dementia, rheumatoid disease and diabetes. The most advanced ef-
fort the company is undertaking is the IND preparatory work for clinical hypertension studies which could open up a
massive market if successful. We recently initiated on Lexaria, explaining its DHT technology platform and its wide
applicability to enabling oral administration of products and therapies. DHT enhances bioavailability of active com-
pounds via the digestive tract and topical administration and appears to be superior to other forms of administration
including alternative types of oral delivery as supported by its studies.

In this report, we update Lexaria’s progress on multiple fronts over the last two months and include an updated
timeline. New information includes independent review board (IRB) approval for the fourth hypertension study, re-
sults from the in-human HYPER-H21-2 trial of DHT-CBD in hypertension, additional details on the relationship be-
tween cannabinoids and SARS-CoV-2 and sildenafil results. We maintain our price target of $15.00.
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Key reasons to own Lexaria shares:

» Patent portfolio supporting DehydraTECH in multiple compositions
» DehydraTECH provides marked improvements over other methods of API delivery
o Improved bioavailability
= Fewer side effects
= Lower drug cost
More rapid delivery to blood plasma
Able to cross the blood brain barrier
Flavor masking allows for use of fewer excipients
Allows select infused or injected drugs to be administered orally

o O O O O

Approaching infusion levels of drug bioavailability
= Can generate substantial savings converting infused medicines to oral

» DehydraTECH can augment performance of numerous APIs
» Existing license and product revenues provide supportive cash flow

o Relationships with several consumer packaged goods (CPG) manufacturers

o Double digit revenue growth
» Low cost technology that can produce up to 400,000 CPG units per day at existing facility
» Collaborations with Fortune 100 companies Altria and British American Tobacco
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. PROJECTED FINANCIALS

Lexaria Bioscience Corp. - Income Statement’

Lexaria Bioscience Corp. 2021 A Q1A Q2E Q3E Q4 E 2022 E 2023 E 2024 E
Total Revenues $723 $14 $150 $220 $270 $654 $1,155 $1,386
YOY Growth 88% -95% -22% 8% 770% -10% 7%
Gross Profit $547 $8 $112.5 $165.0 $202.5 $488.3 $755 $832
Research & Development| $1,263 $459 $700 $1,100 $741 $3,000 $3,500 $3,605
General & Administrative| $4,971 $1,553 $690 $700 $710 $3,653 $3,725 $3,874
Other| ($1,523) $0 $0 $0 $0 $0 $0 $0
Income from operations ($4,164) ($2,003) ($1,278) ($1,635) ($1,249) ($6,164) ($6,470) ($6,647)
Operating Margin
Discontinued operations| ($22.0) $0 $0 $0 $0 $0 $0 $0
Pre-Tax Income ($4,186) ($2,003) ($1,278) ($1,635) ($1,249) ($6,164) ($6,470) ($6,647)
Net Income ($4,186) | ($2,003) ($1,278) ($1,635) ($1,249) | ($6,164) | ($6,470) | ($6,647)
Net Margin -579% -14434% -852% -743% -462% -943% -560% -480%
Reported EPS ($0.95) ($0.35) ($0.21) ($0.27) ($0.21) ($1.04) ($1.04) ($0.89)
Basic Shares OQutstanding 4,391 5,727 5,950 6,012 6,090 5,945 6,200 7,500

Source: Company Filing // Zacks Investment Research, Inc. Estimates

” Financial statement information presents data as originally reported.
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. HISTORICAL STOCK PRICE

Lexaria Bioscience Corp. — Share Price Chart®

8 Source: Zacks Research System
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