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Facsimile: (212) 440-4401 Facsimile: (416) 862-7661

Approximate date of commencement of proposed sale to the public: From time to time after the effective date of this
registration statement.

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, check the following box.
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If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
check the following box and list the Securities Act registration statement number of the earlier effective registration
statement for the same offering.

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering.

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering.

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities
Act of 1933.

Emerging growth company
If an emerging growth company that prepares its financial statements in accordance with U.S. GAAP, indicate by
check mark if the registrant has elected not to use the extended transition period for complying with any new or

revised financial accounting standards{ provided pursuant to Section 7(a)(2)(B) of the Securities Act.

T The term “new or revised financial accounting standard” refers to any update issued by the Financial Accounting
Standards Board to its Accounting Standards Codification after April 5, 2012.

CALCULATION OF REGISTRATION FEE
Proposed Maximum

Title of Each Class of Securities To Be Registered Aggregate Offering Price
(DH@)(3)

Amount of
Registration Fee(2)

Units, each Unit consisting of one common share, no par value

(“Common Shares”), and one warrant (“Warrant”) to purchase one $15,000,000 $1,867.50
Common Share(3)

(1) Common Shares included in the Units(4) — —

(i1) Warrants included in the Units(4) — —
Pre-Funded Units, each Pre-Funded Unit consisting of one pre-funded

warrant (“Pre-Funded Warrant”) to purchase one Common Share and — —

one Warrant to purchase one Common Share(3)

(1) Pre-Funded Warrants included in the Pre-Funded Units(4) — —

(i1) Warrants included in the Pre-Funded Units(4) — —
Common Shares underlying Pre-Funded Warrants included in the

Pre-Funded Units(3)

Underwriter’s Warrants (5) — —
Common Shares issuable upon exercise of Underwriter’s Warrants(6) $1,125,000 $140.06
Total $16,125,000 $2,007.56
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(1) Estimated solely for purposes of computing the amount of the registration fee pursuant to Rule 457(o) under the
Securities Act of 1933, as amended (the “U.S. Securities Act”). Includes the aggregate offering price of additional
Common Shares and/or Warrants to purchase Common Shares that the underwriter has the right to purchase.

(2) Pursuant to Rule 416 under the U.S. Securities Act, (i) the securities being registered hereunder include such
indeterminate number of additional Common Shares as may, from time to time, become issuable by reason of stock
splits, stock dividends, recapitalizations or other similar transactions and (ii) if prior to completion of the distribution
of the securities covered hereby, all the securities of a class which includes the registered securities are combined by a
reverse stock split into a lesser amount of securities of the same class, the amount of undistributed securities of such
class deemed to be covered hereby shall be proportionately reduced.

(3) The proposed maximum aggregate offering price of the Units proposed to be sold in the offering will be reduced
on a dollar-for-dollar basis based on the offering price of any Pre-Funded Units offered and sold in the offering, and
the proposed maximum aggregate offering price of the Pre-Funded Units to be sold in the offering will be reduced on
a dollar-for-dollar basis based on the offering price of any Units sold in the offering. Accordingly, the proposed
maximum aggregate offering price of the Units and Pre-Funded Units (including the Common Shares issuable upon
exercise of the Pre-Funded Warrants included in the Pre-Funded Units), if any, is $15,000,000.
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(4) No additional registration fee is payable pursuant to Rule 457(i) under the U.S. Securities Act.
(5) No additional registration fee is payable pursuant to Rule 457(g) under the U.S. Securities Act.

(6) Represents warrants to purchase a number of Common Shares equal to 6% of the Common Shares sold in this
offering (including the number of Common Shares issuable upon exercise of the Pre-funded Warrants) at an exercise
price equal to 125% of the offering price per unit.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its
effective date until the Registrant shall file a further amendment which specifically states that this Registration
Statement shall thereafter become effective in accordance with Section 8(a) of the U.S. Securities Act or until this
Registration Statement shall become effective on such date as the Securities and Exchange Commission, acting
pursuant to Section 8(a) of the U.S. Securities Act, may determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
Securities and Exchange Commission declares our registration statement effective. This preliminary prospectus is not
an offer to sell these securities and we are not soliciting an offer to buy these securities in any state where the offer or
sale is not permitted.

Subject to completion, dated September 20, 2018

PRELIMINARY PROSPECTUS

INTELLIPHARMACEUTICS INTERNATIONAL INC.
Up to Units (each Unit contains one Common Share and one Warrant to purchase one Common Share)

Up to Pre-Funded Units (each Pre-Funded Unit contains one Pre-Funded Warrant to purchase one Common Share
and one Warrant to purchase one Common Share)

(Up to Common Shares Underlying the Warrants) and
(Up to Common Shares Underlying the Pre-Funded Warrants)

We are offering up to Units (“Units”), each Unit consisting of one common share, no par value (“Common Shares”), and
one warrant (the “Warrant”) to purchase one Common Share. Each Warrant contained in a Unit has an exercise price of
$ per Common Share. The Warrants contained in the Units will be exercisable immediately and will expire . We are
also offering the Common Shares that are issuable from time to time upon exercise of the Warrants contained in the
Units.

We are also offering to each purchaser whose purchase of Units in this offering would otherwise result in the
purchaser, together with its affiliates and certain related parties, beneficially owning more than 4.99% of our
outstanding Common Shares immediately following the consummation of this offering, the opportunity to purchase, if
the purchaser so chooses, pre-funded units (‘“Pre-Funded Units”), each Pre-Funded Unit consisting of one pre-funded
warrant (“Pre-Funded Warrant”) to purchase one Common Share and one Warrant to purchase one Common Share, in
lieu of Units that would otherwise result in the purchaser’s beneficial ownership exceeding 4.99% of our outstanding
Common Shares (or at the election of the purchaser, 9.99%). Each Pre-Funded Warrant contained in a Pre-Funded
Unit will be exercisable for one Common Share. The purchase price of each Pre-Funded Unit will equal the price per
Unit being sold to the public in this offering minus $0.01, and the exercise price of each Pre-Funded Warrant included
in the Pre-Funded Unit will be $0.01 per Common Share. The Pre-Funded Warrants will be exercisable immediately
and expire when exercised in full. This offering also relates to the Common Shares issuable upon exercise of any
Pre-Funded Warrants contained in the Pre-Funded Units sold in this offering. Each Warrant contained in a Pre-Funded
Unit has an exercise price of $ per Common Share. The Warrants contained in the Pre-Funded Units will be
exercisable immediately and will expire . We are also offering the Common Shares that are issuable from time to
time upon exercise of the Warrants contained in the Pre-Funded Units.

For each Pre-Funded Unit we sell, the number of Units we are offering will be decreased on a one-for-one basis. Units
and the Pre-Funded Units will not be issued or certificated. The Common Shares or Pre-Funded Warrants, as the case
may be, and the Warrants can only be purchased together in this offering but the securities contained in the Units or
Pre-Funded Units will be issued separately.
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Our Common Shares are listed for trading on the Toronto Stock Exchange (the “TSX”), and on the Nasdaq Capital
Market (“Nasdaq”), under the symbol “IPCIL.” On September 18, 2018, the closing sale price of our Common Shares as
reported by the TSX and Nasdaq was Cdn$3.30 and $2.51, respectively. At a special meeting of shareholders held on
August 15, 2018, our shareholders granted our board of directors (the “Board of Directors” or “Board”) the discretionary
authority to implement a reverse stock split, known as a share consolidation under Canadian law, of our Common
Shares on the basis of a ratio to be selected by the Board within a range between five pre-consolidation Common
Shares for one post-consolidation Common Share and fifteen pre-consolidation Common Shares for one
post-consolidation Common Share. On September 10, 2018, the Board of Directors fixed a reverse stock split ratio of
ten pre-consolidation shares for one post-consolidation Common Share (the “reverse split”) to be effective upon filing
articles of amendment with the Director under the Canada Business Corporations Act (the “CBCA”). On September 12,
2018, we filed the articles of amendment
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which implemented the reverse split, and our Common Shares began trading on each of Nasdaq and TSX on a
post-reverse split basis under our existing trade symbol “IPCI” at the open of market on September 14, 2018. All
historical references to Common Shares, warrants and options outstanding prior to September 12, 2018 and the related
exercise prices and conversion prices in this prospectus have been adjusted to reflect the effect of the reverse split. We
have assumed a public offering price of $ per Unitand $ per Pre-Funded Unit. The actual offering price per Unit
and Pre-Funded Unit, and the exercise price of the Warrants, as applicable, will be determined by negotiation between
us and the underwriter based on market conditions at the time of pricing, and may be at a discount to the current
market price of our Common Shares. We do not intend to apply for listing of the Pre-Funded Warrants or the Warrants
on any securities exchange or other nationally recognized trading system. There is no established public trading
market for the Pre-Funded Warrants or the Warrants, and we do not expect a market to develop. Without an active
trading market, the liquidity of the Pre-Funded Warrants and the Warrants will be limited.

You should rely only on the information contained herein or incorporated by reference in this prospectus. We have not
authorized any other person to provide you with different information.

Investing in our securities involves risks. See “Risk Factors” beginning on page 6 of this prospectus and in the
documents incorporated by reference into this prospectus for a discussion of risks that should be considered in

connection with an investment in our securities.

Per Unit Per Pre-Funded Unit Total

Public offering price $ $ $
Underwriting discounts and commissions (8%)(1) $ $ $
Proceeds, before expenses, to us (2) $ $ $

(1) We have also agreed to pay the underwriter a management fee equal to 1% of the gross proceeds raised in this
offering, a non-accountable expense allowance of $35,000 and reimbursement for legal fees and expenses in the
amount of up to $100,000. For a description of the additional compensation to be received by the underwriter see
“Underwriting” on page 47 of this prospectus.

(2) Excludes potential proceeds from the exercise of the Warrants or the Pre-Funded Warrants being offered pursuant
to this prospectus.

The offering is being underwritten on a firm commitment basis. We have granted the underwriter the option to
purchase up to additional Common Shares at a purchase price of $ per share and/or Warrants to purchase up to an
aggregate of Common Shares at a purchase price of $0.01 per Warrant with an exercise price of $ per Common
Share, less the underwriting discounts and commissions. The underwriter may exercise its option at any time and from
time to time within 30 days from the date of this prospectus. If the underwriter exercises the option in full, the total
underwriting discounts and commissions payable by us will be $ , and the total proceeds to us, before expenses, will
be $ , excluding potential proceeds from the exercise of the Warrants included in such option.

The Company’s registered office and head office is located at 30 Worcester Road, Toronto, Ontario, Canada, MOW
5X2.

We are a foreign private issuer under United States (“U.S.”) securities laws. The financial statements incorporated
herein by reference have been prepared in accordance with accounting principles generally accepted in the United
States of America (“U.S. GAAP”).

The enforcement by investors of civil liabilities under U.S. federal securities laws may be affected adversely by the
fact that the Company is incorporated under the laws of Canada, that all of its officers and directors are residents of

12
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Canada, that some or all of the experts named in the registration statement are residents of a foreign country, and that
a substantial portion of the assets of the Company and said persons are located outside the United States.
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NEITHER THE U.S. SECURITIES AND EXCHANGE COMMISSION (THE “SEC”) NOR ANY STATE
SECURITIES COMMISSION OR CANADIAN SECURITIES REGULATOR HAS APPROVED OR
DISAPPROVED OF THESE SECURITIES OR DETERMINED IF THIS PROSPECTUS IS TRUTHFUL OR
COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

Delivery of the securities offered hereby is expected to be made on or about , 2018.

Sole Book-Running Manager
H.C. Wainwright & Co.

The date of this prospectus is , 2018

15
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ABOUT THIS PROSPECTUS

The registration statement we filed with the SEC includes exhibits that provide more detail of the matters discussed in
this prospectus. You should read this prospectus, the related exhibits filed with the SEC, and the documents
incorporated by reference herein before making your investment decision. You should rely only on the information
provided in this prospectus and the documents incorporated by reference herein or any amendment thereto. In
addition, this prospectus contains summaries of certain provisions contained in some of the documents described
herein, but reference is made to the actual documents for complete information. All of the summaries are qualified in
their entirety by the actual documents. Copies of some of the documents referred to herein have been filed, will be
filed or will be incorporated by reference as exhibits to the registration statement of which this prospectus is a part,
and you may obtain copies of those documents as described below under the heading “Where You Can Find More
Information: Incorporation by Reference.” Information contained in later-dated documents incorporated by reference
will automatically supplement, modify or supersede, as applicable, the information contained in this prospectus or in
earlier-dated documents incorporated by reference.

We have not, and the underwriter has not, authorized anyone to provide any information or to make any
representations other than those contained in this prospectus, the documents incorporated by reference herein or in any
free writing prospectuses prepared by or on behalf of us or to which we have referred you. We take no responsibility
for, and can provide no assurance as to the reliability of, any other information that others may give you. This
prospectus is an offer to sell only the securities offered hereby, and only under circumstances and in jurisdictions
where it is lawful to do so. This prospectus does not constitute, and may not be used in connection with, an offer to
sell, or a solicitation of an offer to buy, any securities offered by this prospectus by any person in any jurisdiction in
which it is unlawful for such person to make such an offer or solicitation. The information contained in this
prospectus, the documents incorporated by reference herein or in any applicable free writing prospectus is current only
as of its date, regardless of its time of delivery or any sale of our securities. Our business, financial condition, results
of operations and prospects may have changed since that date.

For investors outside the United States: We have not, and the underwriter has not, done anything that would permit
this offering or possession or distribution of this prospectus in any jurisdiction where action for that purpose is
required, other than in the United States. Persons outside the United States who come into possession of this
prospectus must inform themselves about, and observe any restrictions relating to, the offering of the securities and
the distribution of this prospectus outside the United States.

We further note that the representations, warranties and covenants made by us in any agreement that is filed as an
exhibit to any document that is incorporated by reference into this prospectus were made solely for the benefit of the
parties to such agreement, including, in some cases, for the purpose of allocating risk among the parties to such
agreement, and should not be deemed to be a representation, warranty or covenant to you. Moreover, such
representations, warranties or covenants were accurate only as of the date when made. Accordingly, such
representations, warranties and covenants should not be relied on as accurately representing the current state of our
affairs.

References to “$,” “U.S. $” or “dollars” are to U.S. dollars, and all references to “Cdn$” or “C$” are to the lawful currency of
Canada. In this prospectus, where applicable, and unless otherwise indicated, amounts are converted from U.S. dollars

to Canadian dollars and vice versa by applying the closing spot rate of exchange of the Bank of Canada on September

18, 2018. See “Exchange Rate Information.” The financial statements of the Company incorporated herein by reference

are reported in U.S. dollars and have been prepared in accordance with U.S. GAAP, and except as otherwise indicated,

all other information is also presented in U.S. dollars.
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Any reference in this prospectus to our “products” includes a reference to our product candidates and future products we
may develop.

Whenever we refer to any of our current product candidates (including additional product strengths of products we are
currently marketing) and future products we may develop, no assurances can be given that we, or any of our strategic
partners, will successfully commercialize or complete the development of any of such product candidates or future
products under development or proposed for development, that regulatory approvals will be granted for any such
product candidate or future product, or that any approved product will be produced in commercial quantities or sold
profitably.

In this prospectus, any prospectus supplement, and/or the documents incorporated by reference herein or therein, we
refer to information regarding potential markets for our products, product candidates and other industry data. We
believe that all such information has been obtained from reliable sources that are customarily relied upon by
companies in our industry. However, we have not independently verified any such information.

20
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Unless the context otherwise requires, references in this prospectus to (i) share amounts, per share data, share prices,
exercise prices and conversion rates have been adjusted to reflect the effect of the 1-for-10 reverse split which became
effective on each of Nasdaq and TSX at the open of market on September 14, 2018, (ii) “consolidation” or “share
consolidation” are intended to refer to such reverse split, and (iii) “pre-consolidation”” and “post-consolidation” are intended
to refer to “pre-reverse split” and “post-reverse split”, respectively.

TRADEMARKS

Intellipharmaceutics™, Hypermatrix™, Drug Delivery Engine™, IntelliFoam™, IntelliGITransporter™, IntelliMatrix™,
IntelliOsmotics™, IntelliPaste™, IntelliPellets™, IntelliShuttle™, Rexista™, nPODDDS™ ; PODRAS™ and Regabatin™ are
trademarks. These trademarks are important to our business. Although we may have omitted the “TM” trademark

designation for such trademarks in this prospectus or in any prospectus supplement, all rights to such trademarks are
nevertheless reserved. Unless otherwise noted, other trademarks used in this prospectus are the property of their

respective holders.

PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in this prospectus or incorporated by reference herein. This
summary is not complete and may not contain all of the information that you should consider before deciding whether
or not you should purchase the securities offered hereunder. You should read this entire prospectus carefully,
including the section entitled “Risk Factors” beginning on page 6 of this prospectus and the section entitled “Risks
Factors” in our annual report on Form 20-F for the fiscal year ended November 30, 2017, and all other information
included or incorporated herein by reference in this prospectus before you decide whether to purchase our securities.

Our Company

We are a pharmaceutical company specializing in the research, development and manufacture of novel and generic
controlled-release and targeted-release oral solid dosage drugs. Our patented Hypermatrix™ technology is a
multidimensional controlled-release drug delivery platform that can be applied to the efficient development of a wide
range of existing and new pharmaceuticals. Based on this technology platform, we have developed several drug
delivery systems and a pipeline of products (some of which have received U.S. Food and Drug Administration, or
FDA, approval) and product candidates in various stages of development, including abbreviated new drug
applications, or ANDAs, filed with the FDA (and one Abbreviated New Drug Submission, or ANDS, filed with
Health Canada) in therapeutic areas that include neurology, cardiovascular, gastrointestinal tract, or GIT, diabetes and
pain.

We also have new drug application, or NDA, 505(b)(2) specialty drug product candidates in our development

pipeline. These include our oxycodone hydrochloride extended-release tablets (previously referred to as Rexista™), or
Oxycodone ER, an abuse deterrent oxycodone based on our proprietary nPODDDS™ novel Point Of Divergence Drug
Delivery System (for which an NDA has been filed with the FDA), and Regabatin™ XR (pregabalin extended-release
capsules). The NDA 505(b)(2) pathway (which relies in part upon the approving agency’s findings for a previously
approved drug) both accelerates development timelines and reduces costs in comparison to NDAs for new chemical
entities. An advantage of our strategy for development of NDA 505(b)(2) drugs is that our product candidates can, if
approved for sale by the FDA, potentially enjoy an exclusivity period which may provide for greater commercial
opportunity relative to the generic ANDA route.

Recent Developments
Reverse Stock Split
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As more fully described below (under “Nasdaq Notices and Nasdaq Hearings Panel Grant of Request for Continued
Listing”), in order to qualify for continued listing on Nasdaq, we have to meet certain continued listing criteria,
including a closing bid price of at least $1.00 for a minimum of 10 consecutive business days. In connection with the
minimum bid price requirement, at a special meeting of shareholders held on August 15, 2018, our shareholders
granted our Board of Directors discretionary authority to implement a reverse split of our outstanding Common
Shares, on the basis of a ratio to be selected by the Board within a range between five pre-consolidation Common
Shares for one post-consolidation Common Share and fifteen pre-consolidation Common Shares for one
post-consolidation Common Share.

On September 10, 2018, the Board of Directors fixed a reverse split ratio of ten pre-consolidation shares for one
post-consolidation Common Share. On September 12, 2018, we filed articles of amendment with the Director under
the CBCA to effectuate the reverse split, and our Common Shares began trading on each of Nasdaq and TSX on a
post-reverse split basis under our existing trade symbol “IPCI” at the open of market on September 14, 2018.
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Nasdaq Notices and Nasdaq Hearings Panel Grant of Request for Continued Listing

While we are currently not in compliance with the requirements for the continued listing of our Common Shares on
Nasdagq, as described below, we have until September 28, 2018 to satisfy those requirements. This offering and the
reverse split are important parts of our plan to regain compliance with Nasdaq’s requirements for the continued listing
of our Common Shares.

In September 2017, we were notified by Nasdaq that we were not in compliance with the minimum market value of
listed securities required for continued listing on Nasdaq. Nasdaq Listing Rule 5550(b) requires listed securities to
maintain a minimum market value of $35.0 million, among other alternatives, including minimum shareholders’ equity
of $2.5 million. A failure to meet the minimum market value requirement exists if the deficiency continues for a
period of 30 consecutive business days. Based on the market value of our Common Shares for the 30 consecutive
business days from August 8, 2017, we did not satisfy the minimum market value of listed securities requirement. By
rule, we were provided 180 calendar days, or until March 19, 2018, to regain compliance with that requirement. To
regain compliance, our Common Shares were required to have a market value of at least $35.0 million for a minimum
of 10 consecutive business days prior to March 19, 2018, which we were unable to satisfy. In the alternative, if the
minimum market value requirement for continued listing is not met, an issuer may maintain continued listing under
Nasdaq Listing Rule 5550(b) if it has shareholders’ equity of at least $2.5 million.

On April 20, 2018, we received notice that the Nasdaq Listings Qualification staff (the “Nasdaq Staff”’) had determined
to delist our Common Shares as a result of our failure to meet either the minimum market value of listed securities
requirement or the minimum shareholders’ equity requirement for continued listing. However, any delisting action by
the Nasdaq Staff was stayed pending the ultimate conclusion of the Company’s hearing before a Nasdaq Hearings
Panel (the “Panel”).

In addition to not meeting the minimum market value of listed securities or minimum shareholders’ equity
requirements, we were separately notified in December 2017 that our Common Shares no longer satisfied the
minimum $1.00 per share bid requirement under Nasdaq Listing Rule 5550(a)(2).

We attended a hearing before the Panel on May 17, 2018, and subsequently received formal notice that the Panel had
granted our request for continued listing until September 28, 2018, by which date we are required to evidence
compliance with the requirements for continued listing on Nasdaq. Specifically, on or before September 28, 2018, the
Panel has required that: (i) our Common Shares evidence a closing bid price of at least $1.00 per share for a minimum
of ten consecutive business days, (ii) we evidence shareholders’ equity of at least $2.5 million, and (iii) we provide the
Panel with updated financial projections demonstrating our ability to maintain compliance with the minimum
shareholders’ equity requirement over the following 12 months.

There is no assurance that we will be able to regain or maintain compliance with the Nasdaq listing requirements or, if
we do regain compliance, that we will be able to maintain such compliance over the long term. If we are unable to do

so, our Common Shares may be delisted from Nasdaq and the liquidity and market price of our Common Shares may

be adversely impacted as a result. If our Common Shares are delisted from Nasdaq, they may trade in the
over-the-counter system, which may be a less liquid market. In such case, our shareholders’ ability to trade, or obtain
quotations of the market value of, our Common Shares could be severely limited because of lower trading volumes

and transaction delays. See “—Risk Factors--Our Common Shares will be delisted from the Nasdaq Capital Market if we
do not satisfy certain requirements of the Nasdaq Hearing Panel by September 28, 2018.”

FDA Meeting
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In February 2018, we and the FDA discussed a previously-announced Complete Response Letter for Oxycodone ER,
including issues related to the blue dye in the product candidate. Based on the meeting, the product candidate will no
longer include the blue dye. The blue dye was intended to act as an additional deterrent if Oxycodone ER is abused
and serve as an early warning mechanism to flag potential misuse or abuse. The FDA confirmed that the removal of
the blue dye is unlikely to have any impact on formulation quality and performance. As a result, we will not be
required to repeat in vivo bioequivalence studies and pharmacokinetic studies submitted in the Oxycodone ER NDA.
The FDA also indicated that, from an abuse liability perspective, Category 1 studies will not have to be repeated on
Oxycodone ER with the blue dye removed.

In May 2018, we announced that we had commenced our Category 2 and 3 human abuse liability studies for our
Oxycodone ER product candidate to support its abuse-deterrent label claims for the intranasal route of administration.
We also announced that planned studies to support abuse-deterrent label claims for the oral route of abuse were
scheduled to commence. Both studies are now underway.
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There can be no assurance that our products will be successfully commercialized or produce significant revenues for
us. Also, there can be no assurance that we will not be required to conduct further studies for our Oxycodone ER
product candidate, that the FDA will approve any of our requested abuse-deterrence label claims or that the FDA will
ultimately approve the NDA for the sale of our Oxycodone ER product in the U.S. market, or that it will ever be
successfully commercialized, that we will be successful in submitting any additional ANDAs or NDAs with the FDA
or ANDSs with Health Canada, that the FDA or Health Canada will approve any of our current or future product
candidates for sale in the U.S. market and Canadian market, or that they will ever be successfully commercialized and
produce significant revenue for us.

Our Corporate Information

We were formed under the CBCA by certificate and articles of arrangement dated October 22, 2009. Our registered
principal office is located at 30 Worcester Road, Toronto, Ontario, Canada MOW 5X2. Our telephone number is
(416) 798-3001 and our facsimile number is (416) 798-3007. Our website address is
http://www.intellipharmaceutics.com. Information on or accessed through our website is not incorporated into this
prospectus and is not a part of this prospectus. Our Common Shares are listed for trading on the TSX and on Nasdaq
under the symbol “IPCI.”

THE OFFERING
Units offered

by us in this
offering:

Up to Units, each consisting of one Common Share and one Warrant to purchase one Common Share

We are also offering to each purchaser whose purchase of Units in this offering would otherwise result
in the purchaser, together with its affiliates and certain related parties, beneficially owning more than
4.99% of our outstanding Common Shares immediately following the consummation of this offering,
the opportunity to purchase, if the purchaser so chooses, Pre-Funded Units (each Pre-Funded Unit
consisting of one Pre-Funded Warrant to purchase one Common Share and one Warrant to purchase
one Common Share) in lieu of Units that would otherwise result in the purchaser’s beneficial ownership
Pre-Funded exceeding 4.99% of our ou}stagding Common Shar.es (Qr at the elejction of the purchaser, 9.99%). Each
Units offered Pre—Funded‘Warrant contained in a Pre?—Fu.nded Unit w111. be exerms.able. for one Common S.ha.lre. The
by us in this purc}}ase price of each Pre-Funded Unlt Yvﬂl equal the price per Unit bemg sold to t.he public in this
offering: offering minus $0.01, and the exercise price of each Pre-Funded Warrant included in the Pre-Funded
' Unit will be $0.01 per Common Share. The Pre-Funded Warrants will be exercisable immediately and
expire when exercised in full. This offering also relates to the Common Shares issuable upon exercise
of any Pre-Funded Warrants contained in the Pre-Funded Units sold in this offering. For each
Pre-Funded Unit we sell, the number of Units we are offering will be decreased on a one-for-one basis.
Because we will issue a Warrant as part of each Unit or Pre-Funded Unit, the number of Warrants sold
in this offering will not change as a result of a change in the mix of the Units and Pre-Funded Units
sold.

Warrants Warrants to purchase an aggregate of up to Common Shares. Each Unit and each Pre-Funded Unit
offered by us includes a Warrant to purchase one Common Share. Each Warrant contained in a Unit or Pre-Funded
in this Unit has an exercise price of $ per Common Share, will be immediately separable from the Common
offering: Shares or Pre-Funded Warrant, as the case may be, will be exercisable immediately and will expire.

$ per Unit
$ per Pre-Funded Unit
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The underwriter has the option to purchase up to additional Common Shares at a purchase price of $
per share and/or Warrants to purchase up to an aggregate of Common Shares at a purchase price of
$0.01 per Warrant with an exercise price of $ per Common Share, less the underwriting discounts and
commissions. The underwriter may exercise its option at any time and from time to time within 30 days
from the date of this prospectus.

4,353,678 Common Shares

Common Shares (assuming no sale of any Pre-Funded Units), or Common Shares if the underwriter
exercises its option to purchase additional Units in full (assuming no sale of any Pre-Funded Units).

29



Edgar Filing: Intellipharmaceutics International Inc. - Form F-1

30



Edgar Filing: Intellipharmaceutics International Inc. - Form F-1

We estimate that the net proceeds to us from this offering will be approximately $ million ($ million
if the underwriter’s option to purchase additional Units is exercised in full), based on an assumed
public offering price per Unit of $ , the last reported sale price of our Common Shares on Nasdaq on
September , 2018, and after deducting estimated underwriting discounts and commissions and
estimated offering expenses payable by us. We currently intend to use the net proceeds from this
offering for general corporate purposes, which may include working capital, capital expenditures,
research and development, accounts payable, and other commercial expenditures. We expect from
time to time to evaluate the acquisition of products and technologies for which a portion of the net
proceeds may be used, although we currently are not planning or negotiating any such transactions.
See “Use of Proceeds” beginning on page 46.

Use of proceeds:

Our Common Shares are listed under the symbol “IPCIL.” We do not intend to apply for listing of the
Pre-Funded Warrants or the Warrants on any securities exchange or other nationally recognized
trading system. There is no established public trading market for the Pre-Funded Warrants or the
Warrants, and we do not expect a market to develop. See “Recent Developments” above for important
information about the listing of our Common Shares on Nasdagq.

Nasdaq and TSX
symbol/listing:

Investing in our securities involves substantial risks. You should carefully review and consider the
“Risk Factors” section of this prospectus for a discussion of factors to consider before deciding to
invest in our securities.

Risk Factors:

The number of Common Shares shown above to be outstanding after this offering is based on 4,353,678 shares
outstanding as of September 18, 2018 and excludes, as of that date:

an aggregate of 561,316 Common Shares issuable upon the exercise of outstanding options, with a weighted average
exercise price of U.S. $31.50 per Common Share;

up to 150,455 additional Common Shares that have been reserved for issuance in connection with future grants under
our stock option plan;
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an aggregate of 824,570 Common Shares issuable upon the exercise of outstanding Common Share purchase warrants,
with a weighted average exercise price of U.S. $9.92 per Common Share;

an aggregate of 10,279 deferred share units granted to non-management directors (to defer receipt of all or a portion of
their Board fees until termination of the Board service and to receive such fees in the form of Common Shares at that
time);

an aggregate of 45,000 Common Shares issuable upon the conversion of an unsecured convertible debenture in the
principal amount of U.S. $1.5 million (the “2013 Debenture”), of which U.S. $1.35 million remains outstanding, held by
Drs. Isa and Amina Odidi, who are directors, executive officers and principal shareholders of our Company;

an aggregate of 166,666 Common Shares issuable upon the conversion of an unsecured convertible debenture in the
principal amount of $500,000 (the “2018 Debenture”), all of which remains outstanding, held by Drs. Isa and Amina
Odidi, who are directors, executive officers and principal shareholders of our Companys;

Common Shares issuable upon exercise of the Pre-Funded Warrants offered hereby at an exercise price of $0.01 per
share;

Common Shares issuable upon exercise of the Warrants offered hereby at an exercise price of $ per share; and

Common Shares issuable upon exercise of the Underwriter’s Warrants offered hereby at an exercise price of $ per
share.

Unless otherwise indicated, all information contained in this prospectus (i) assumes no exercises by the underwriter of
its option to purchase additional securities, and no sale of any Pre-Funded Warrants; and (ii) reflects a 1-for-10 reverse
split of our issued and outstanding Common Shares effected on September 12, 2018, and the corresponding
adjustment of Common Share prices and related exercise prices and conversion prices.

RISK FACTORS

Our past experience may not be indicative of future performance, and as noted elsewhere in this prospectus and
documents incorporated by reference into this prospectus, we have included forward-looking statements about our
business, plans and prospects that are subject to change. In addition to the other risks or uncertainties contained in this
prospectus and documents incorporated by reference into this prospectus, the following risks may affect our operating
results, financial condition and cash flows. If any of these risks occurs, either alone or in combination with other
factors, our business, financial condition or operating results could be adversely affected. Moreover, readers should
note this is not an exhaustive list of the risks we face. Some risks are unknown or not quantifiable, and other risks that
we currently perceive as immaterial may ultimately prove more significant than expected. Statements about plans,
predictions or expectations should not be construed to be assurances of performance or promises to take a given
course of action. Before making an investment decision, you should carefully consider these risks, including those set
forth below and those described in the “Risk Factors” section of our Annual Report on Form 20-F, as filed with the SEC
on March 1, 2018, which is incorporated by reference into this prospectus, as well as any amendment or update to our
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risk factors reflected in subsequent filings with the SEC, and you should also carefully consider any other information
we include or incorporate by reference in this prospectus.

Any of the risks we describe below or in the information incorporated herein by reference in this prospectus could
cause our business, financial condition or operating results to suffer. The market price of our Common Shares could
decline if one or more of these risks and uncertainties develop into actual events. You could lose all or part of your
investment.

Risks Relating to our Company

Our business is capital intensive and requires significant investment to conduct research and development, clinical and
regulatory activities necessary to bring our products to market, which capital may not be available in amounts or on
terms acceptable to us, if at all.

Our business requires substantial capital investment in order to conduct the research and development (“R&D”), clinical
and regulatory activities necessary and to defend against patent litigation claims in order to bring our products to
market and to establish commercial manufacturing, marketing and sales capabilities. As of November 30, 2017, we
had a cash balance of $1.9 million. As of May 31, 2018, our cash balance was $1.4 million. While we expect to satisfy
certain short term capital needs from cash on hand and profit transfer payments from our commercial partners, we
need to obtain additional funding as we further the development of our product candidates. Potential sources of capital
may include payments from licensing agreements, cost savings associated with managing operating expense levels,
other equity and/or debt financings, and/or new strategic partnership agreements which fund some or all costs of
product development. We intend to utilize the equity markets to bridge any funding shortfall and to provide capital to
continue to advance our most promising product candidates. Our future operations are highly dependent upon our
ability to source additional capital to support advancing our product pipeline through continued R&D activities and to
fund any significant expansion of our operations. Our ultimate success will depend on whether our product candidates
receive approval by the FDA or Health Canada and whether we are able to successfully market our approved products.
We cannot be certain that we will receive FDA or Health Canada approval for any of our current or future product
candidates, that we will reach the level of sales and revenues necessary to achieve and sustain profitability or that we
can secure other capital sources on terms or in amounts sufficient to meet our needs, or at all. Our cash requirements
for R&D during any period depend on the number and extent of the R&D activities we focus on. At present, we are
working principally on our Oxycodone ER 505(b)(2), PODRAS™ technology, additional 505(b)(2) product candidates
for development in various areas, and selected generic product candidate development projects. Our development of
Oxycodone ER will require significant expenditures, including costs to defend against the Purdue litigation (as
described in the “Legal Proceedings” section). For our Regabatin™ XR 505(b)(2) product candidate, Phase III clinical
trials can be capital intensive, and will only be undertaken consistent with the availability of funds and a prudent cash
management strategy. We anticipate some investment in fixed assets and equipment over the next several months, the
extent of which will depend on cash availability.
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Effective September 28, 2017, the maturity date for the 2013 Debenture was extended to October 1, 2018. The
Company currently expects to repay the current outstanding principal amount of $1,350,000 on or about October 1,
2018, if the Company then has cash available.

The availability of equity or debt financing will be affected by, among other things, the results of our R&D, our ability
to obtain regulatory approvals, our success in commercializing approved products with our commercial partners and
the market acceptance of our products, the state of the capital markets generally, strategic alliance agreements and
other relevant commercial considerations. In addition, if we raise additional funds by issuing equity securities, our
then-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 would
restrict our operations. In the event that we do not obtain sufficient additional capital, it will raise substantial doubt
about our ability to continue as a going concern, realize our assets, and pay our liabilities as they become due. Our
cash outflows are expected to consist primarily of internal and external R&D, legal and consulting expenditures to
advance our product pipeline and selling, general and administrative expenses to support our commercialization
efforts. Depending upon the results of our R&D programs, the impact of the Purdue litigation and the availability of
financial resources, we could decide to accelerate, terminate, or reduce certain projects, or commence new ones. Any
failure on our part to successfully commercialize approved products or raise additional funds on terms favorable to us,
or at all, may require us to significantly change or curtail our current or planned operations in order to conserve cash
until such time, if ever, that sufficient proceeds from operations are generated, and could result in us not taking
advantage of business opportunities, in the termination or delay of clinical trials or us not taking any necessary actions
required by the FDA or Health Canada for one or more of our product candidates, in curtailment of our product
development programs designed to identify new product candidates, in the sale or assignment of rights to our
technologies, products or product candidates, and/or our inability to file ANDAs, ANDSs or NDAs, at all or in time to
competitively market our products or product candidates.

We have a history of operating losses, which may continue in the foreseeable future.

We have incurred net losses from inception through May 31, 2018 and had an accumulated deficit of $77,882,323 as
of such date and have incurred additional losses since such date. As we engage in the development of products in our
pipeline, we may continue to incur further losses. There can be no assurance that we will ever be able to achieve or
sustain profitability or positive cash flow. In addition to the other factors described in this prospectus, our ultimate
success will depend on how many of our product candidates receive approval by the FDA or Health Canada and
whether we are able to successfully market approved products. We cannot be certain that we will be able to receive
FDA or Health Canada approval for any of our current or future product candidates, or that we will reach the level of
sales and revenues necessary to achieve and sustain profitability. If we are unsuccessful in commercializing our
products and/or securing sufficient financing, we may need to cease or curtail our operations.

Approvals for our product candidates may be delayed or become more difficult to obtain if the FDA changes its
approval requirements.

The FDA may institute changes to its ANDA approval requirements, which may make it more difficult or expensive
for us to obtain approval for our new generic products. For instance, in July 2012, the Generic Drug User Fee
Amendments of 2012, or GDUFA, were enacted into law. The GDUFA legislation implemented substantial fees for
new ANDAs, Drug Master Files, product and establishment fees. In return, the program is intended to provide faster
and more predictable ANDA reviews by the FDA and more timely inspections of drug facilities. For the FDA’s fiscal
year 2018, the user fee rate is $171,823 for new ANDAs. For the FDA’s fiscal year 2018, the FDA will also charge an
annual facility user fee of $226,087 plus a new general program fee of $159,079. Under GDUFA, generic product
companies face significant penalties for failure to pay the new user fees, including rendering an ANDA not
“substantially complete” until the fee is paid. It is currently uncertain the effect the new fees will have on our ANDA
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process and business. However, any failure by us or our suppliers to pay the fees or to comply with the other
provisions of GDUFA may adversely impact or delay our ability to file ANDAS, obtain approvals for new generic
products and generate revenues and thus may have a material adverse effect on our business, results of operations and
financial condition.
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We operate in a highly litigious environment.

From time to time, we may be exposed to claims and legal actions in the normal course of business. There has been
substantial litigation in the pharmaceutical industry concerning the manufacture, use and sale of new products that are
the subject of conflicting patent rights. When we file an ANDA or 505(b)(2) NDA for a bioequivalent version of a
drug, we may, in some circumstances, be required to certify to the FDA that any patent which has been listed with the
FDA as covering the branded product has expired, the date any such patent will expire, or that any such patent is
invalid or will not be infringed by the manufacture, sale or use of the new drug for which the application is submitted.
Approval of an ANDA is not effective until each listed patent expires, unless the applicant certifies that the patents at
issue are not infringed or are invalid and so notifies the patent holder and the holder of the branded product. A patent
holder may challenge a notice of non-infringement or invalidity by suing for patent infringement within 45 days of
receiving notice. Such a challenge prevents FDA approval for a period which ends 30 months after the receipt of
notice, or sooner if an appropriate court rules that the patent is invalid or not infringed. From time to time, in the
ordinary course of business, we face and have faced such challenges and may continue to do so in the future.

As of the date of this prospectus, we are not aware of any pending or threatened material litigation claims against us,
other than as described in this prospectus under the caption “Legal Proceedings”. Litigation to which we are, or may be,
subject could relate to, among other things, our patent and other intellectual property rights or such rights of others,
business or licensing arrangements with other persons, product liability or financing activities. Such litigation could
include an injunction against the manufacture or sale of one or more of our products or potential products or a
significant monetary judgment, including a possible punitive damages award, or a judgment that certain of our patent
or other intellectual property rights are invalid or unenforceable or infringe the intellectual property rights of others. If
such litigation is commenced, our business, results of operations, financial condition and cash flows could be
materially adversely affected.

We may be subject to intellectual property claims that could be costly and could disrupt our business.

Third parties may claim we have infringed their patents, trademarks, copyrights or other rights. We may be
unsuccessful in defending against such claims, which could result in the inability to protect our intellectual property
rights or liability in the form of substantial damages, fines or other penalties such as injunctions precluding our
manufacture, importation or sales of products. The resolution of a claim could also require us to change how we do
business or enter into burdensome royalty or license agreements; provided, however, we may not be able to obtain the
necessary licenses on acceptable terms, or at all. Insurance coverage may be denied or may not be adequate to cover
every claim that third parties could assert against us. Even unsuccessful claims could result in significant legal fees
and other expenses, diversion of management’s time and disruptions in our business. Any of these claims could also
harm our reputation. Any of the foregoing may have a material adverse effect upon our business and financial
condition.

We are a defendant in litigation and are at risk of additional similar litigation in the future that could divert
management’s attention and adversely affect our business and could subject us to significant liabilities.

We are a defendant in the litigation matters described under the heading “Legal Proceedings.” The defense of such
litigation may increase our expenses and divert our management’s attention and resources, and any unfavorable
outcome could have a material adverse effect on our business and results of operations. Any adverse determination in
such litigation, or any settlement of such litigation matters could require that we make significant payments. In
addition, we may be the target of other litigation in the future. Any negative outcome in any ongoing or future
litigation may have a material adverse effect on our business and financial condition.

Our significant shareholders have the ability to exercise significant influence over certain corporate actions.
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Drs. Amina and Isa Odidi, our President, Chief Operating Officer and Co-Chief Scientific Officer and our Chairman,
Chief Executive Officer and Co-Chief Scientific Officer, respectively, and principal shareholders of our Company,
and Odidi Holdings Inc., a privately-held company controlled by Drs. Amina and Isa Odidi, owned in the aggregate
approximately 13.28% of our issued and outstanding Common Shares as of September 18, 2018 (and collectively
beneficially owned in the aggregate approximately 23.5% of our Common Shares, including Common Shares issuable
upon the exercise of outstanding options and the conversion of the 2013 Debenture and 2018 Debenture that are
exercisable or convertible within 60 days of the date hereof). As a result, these principal shareholders have the ability
to exercise significant influence over all matters submitted to our shareholders for approval.
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We may be classified as a “passive foreign investment company” for U.S. income tax purposes, which could have
significant and adverse tax consequences to U.S. investors.

The possible classification of our Company as a passive foreign investment company, or PFIC, for U.S. federal
income tax purposes could have significant and adverse tax consequences for U.S. Holders (as defined below) of our
Common Shares and Warrants. It may be possible for U.S. Holders of Common Shares, but not holders of Warrants
with respect to periods prior to exercise, to mitigate certain of these consequences by making an election to treat us as
a “qualified electing fund” or “QEF” under Section 1295 of the Internal Revenue Code (the “Code”) (a “QEF Election™) or a
mark-to-market election under Section 1296 of the Code. A non-U.S. corporation generally will be a PFIC if, for a
taxable year (a) 75% or more of the gross income of such corporation for such taxable year consists of specified types
of passive income or (b) on average, 50% or more of the assets held by such corporation either produce passive
income or are held for the production of passive income, based on the fair market value of such assets (or on the
adjusted tax basis of such assets, if such non-U.S. corporation is not publicly traded and either is a “controlled foreign
corporation” under Section 957(a) of the Code, or makes an election to determine whether it is a PFIC based on the
adjusted basis of the assets).

The determination of whether we are, or will be, a PFIC for a taxable year depends, in part, on the application of
complex U.S. federal income tax rules, which are subject to various interpretations. Although the matter is not free
from doubt, we believe that we were not a PFIC during our 2017 taxable year and will not likely be a PFIC during our
2018 taxable year. Because PFIC status is based on our income, assets and activities for the entire taxable year, and
our market capitalization, it is not possible to determine whether we will be characterized as a PFIC for the 2018
taxable year until after the close of the taxable year. The tests for determining PFIC status are subject to a number of
uncertainties. These tests are applied annually, and it is difficult to accurately predict future income, assets and
activities relevant to this determination. In addition, because the market price of our Common Shares is likely to
fluctuate, the market price may affect the determination of whether we will be considered a PFIC. There can be no
assurance that we will not be considered a PFIC for any taxable year (including our 2018 taxable year). Absent one of
the elections described above, if we are a PFIC for any taxable year during which a U.S. Holder holds our Common
Shares, we generally will continue to be treated as a PFIC with respect to those holders regardless of whether we cease
to meet the PFIC tests in one or more subsequent years. Accordingly, no assurance can be given that we will not
constitute a PFIC in the current (or any future) tax year or that the Internal Revenue Service (the “IRS”) will not
challenge any determination made by us concerning our PFIC status.

If we are a PFIC, the U.S. federal income tax consequences to a U.S. Holder of the ownership and disposition of our
Common Shares will depend on whether such U.S. Holder makes a QEF or mark-to-market election. A U.S. Holder
may only make a QEF election if we agree to provide certain tax information to such holder annually. At this time, we
do not intend to provide U.S. Holders with such information as may be required to make a QEF election effective.

Unless otherwise provided by the IRS, a U.S. holder of our Common Shares is generally required to file an
informational return annually to report its ownership interest in the Company during any year in which we are a PFIC.
If we are a PFIC for one or more years in which a U.S. Holder holds a Warrant prior to exercise, it is possible that
such holder could recognize gain on the sale, exchange or disposition of that Warrant that it would not otherwise
recognize if we were not a PFIC and any U.S. income tax imposed on the holder with respect to the inclusion of such
gain or the inclusion of a pro rata share of our income in his, her or its income following exercise of such Warrant
could result in an interest charge payable on such holder’s tax liability that is calculated back to the first year in which
such holder held that Warrant in which we were considered to be a PFIC.

The foregoing only speaks to the United States federal income tax considerations as to the Code in effect on the date
of this prospectus.
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Loss of key scientists and/or failure to attract qualified personnel could limit our growth and negatively impact our
operations.

We are dependent upon the scientific expertise of Dr. Isa Odidi, our Chairman Chief Executive Officer and Co-Chief
Scientific Officer , and Dr. Amina Odidi, our President, Chief Operating Officer and Co-Chief Scientific Officer.
Although we employ other qualified scientists, Drs. Isa and Amina Odidi are our only employees with the knowledge
and experience necessary for us to continue the development of controlled-release products. We do not maintain
key-person life insurance on any of our officers or employees. Although we have employment agreements with key
members of our management team, each of our employees may terminate his or her employment at any time. The
success of our business depends, in large part, on our continued ability to attract and retain highly qualified
management, scientific, manufacturing and sales and marketing personnel, on our ability to successfully integrate new
employees, and on our ability to develop and maintain important relationships with leading research and medical
institutions and key distributors. If we lose the services of our executive officers or other qualified personnel or are
unable to attract and retain qualified individuals to fill these roles or develop key relationships, our business, financial
condition and results of operations could be materially adversely affected.
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We may be subject to product liability claims for which we may not have or be able to obtain adequate insurance
coverage.

The testing and marketing of pharmaceutical products entails an inherent risk of product liability. Liability exposures
for pharmaceutical products can be extremely large and pose a material risk. In some instances, we may be or may
become contractually obligated to indemnify third parties for such liability. Our business may be materially and
adversely affected by a successful product liability claim or claims in excess of any insurance coverage that we may
have. Further, even if claims are not successful, the costs of defending such claims and potential adverse publicity
could be harmful to our business.

While we currently have, and in some cases are contractually obligated to maintain, insurance for our business,
property and our products as they are administered in bioavailability/bioequivalence studies, first and third party
insurance is increasingly costly and narrow in scope. Therefore, we may be unable to meet such contractual
obligations or we may be required to assume more risk in the future. If we are subject to third party claims or suffer a
loss or damage in excess of our insurance coverage, we may be required to bear that risk in excess of our insurance
limits. Furthermore, any first or third party claims made on our insurance policy may impact our ability to obtain or
maintain insurance coverage at reasonable costs or at all in the future. Any of the foregoing may have a material
adverse effect on our business and financial condition.

We are subject to currency rate fluctuations that may impact our financial results.

Although our financial results are reported in U.S. dollars and our revenues are payable in U.S. dollars, a majority of
our expenses are payable in Canadian dollars. Our financial condition may be affected by movements of the U.S.
dollar against the Canadian dollar. There may be instances where we have net foreign currency exposure. Any
fluctuations in exchange rates may have an adverse effect on our financial results.

Our operations may be adversely affected by risks associated with international business.

We may be subject to certain risks that are inherent in an international business, including:

varying regulatory restrictions on sales of our products to certain markets and unexpected changes in regulatory
requirements;

tariffs, customs, duties, and other trade barriers;

difficulties in managing foreign operations and foreign distribution partners;

longer payment cycles and problems in collecting accounts receivable;

political risks;

foreign exchange controls that may restrict or prohibit repatriation of funds;
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export and import restrictions or prohibitions, and delays from customs brokers or government agencies;

seasonal reductions in business activity in certain parts of the world; and

potentially adverse tax consequences.

Depending on the countries involved, any or all of the foregoing factors could materially harm our business, financial

condition and results of operations.
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We cannot ensure the availability of raw materials.

Certain raw materials necessary for the development and subsequent commercial manufacture of our product
candidates may be proprietary products of other companies. While we attempt to manage the risk associated with such
proprietary raw materials through contractual provisions in supply contracts, by management of inventory and by
continuing to search for alternative authorized suppliers of such materials or their equivalents, if our efforts fail, or if
there is a material shortage, contamination, and/or recall of such materials, the resulting scarcity could adversely affect
our ability to develop or manufacture our product candidates. In addition, many third party suppliers are subject to
governmental regulation and, accordingly, we are dependent on the regulatory compliance of, as well as on the
strength, enforceability and terms of our various contracts with, these third party suppliers.

Further, the FDA requires identification of raw material suppliers in applications for approval of drug products. If raw
materials are unavailable from a specified supplier, the supplier does not give us access to its technical information for
our application or the supplier is not in compliance with FDA or other applicable requirements, FDA approval of the
supplier could delay the manufacture of the drug involved. Any inability to obtain raw materials on a timely basis, or
any significant price increases which cannot be passed on to our customers, could have a material adverse effect on
our business, results of operations, financial condition and cash flows.

There has been an increased public awareness of the problems associated with the potential for abuse of opioid-based
medications.

There has been increasing legislative attention to opioid abuse in the U.S., including passage of the 2016
Comprehensive Addiction and Recovery Act and the 21st Century Cures Act, which, among other things, strengthens
state prescription drug monitoring programs and expands educational efforts for certain populations. These laws could
result in fewer prescriptions being written for opioid drugs, which could impact future sales of our Oxycodone ER and
related opioid product candidates.

Federal, state and local governmental agencies have increased their level of scrutiny of commercial practices of
companies marketing and distributing opioid products, resulting in investigations, litigation and regulatory
intervention affecting other companies. A number of counties and municipalities have filed lawsuits against
pharmaceutical wholesale distributors, pharmaceutical manufacturers and retail chains related to the distribution of
prescription opioid pain medications. Policy makers and regulators are seeking to reduce the impact of opioid abuse
on families and communities and are focusing on policies aimed at reversing the potential for abuse. In furtherance of
those efforts, the FDA has developed an Action Plan and has committed to enhance safety labeling, require new data,
strengthen post-market requirements, update the Risk Evaluation and Mitigation Strategy program, expand access to
and encourage the development of abuse-deterrent formulations and alternative treatments, and re-examine the
risk-benefit profile of opioids to consider the wider public health effects of opioids, including the risk of misuse.
Several states also have passed laws and have employed other clinical and public health strategies to curb prescription
drug abuse, including prescription limitations, increased physician education requirements, enhanced monitoring
programs, tighter restrictions on access, and greater oversight of pain clinics. This increasing scrutiny and related
governmental and private actions, even if not related to a product that we intend to manufacture and commercialize,
could have an unfavorable impact on the overall market for opioid-based products such as our Oxycodone ER product
candidate, or otherwise negatively affect our business.

We have limited manufacturing, sales, marketing or distribution capability and rely upon third parties.
While we have our own manufacturing facility in Toronto, we rely on third-party manufacturers to supply
pharmaceutical ingredients, and we will be reliant upon a third-party manufacturer to produce certain of our products

and product candidates. Third-party manufacturers may not be able to meet our deadlines or adhere to quality
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standards and specifications. Our reliance on third parties for the manufacture of pharmaceutical ingredients and
finished products creates a dependency that could severely disrupt our research and development, our clinical testing,
and ultimately our sales and marketing efforts if such third party manufacturers fail to perform satisfactorily, or do not
adequately fulfill their obligations. If our manufacturing operation or any contracted manufacturing operation is
unreliable or unavailable, we may not be able to move forward with our intended business operations and our entire
business plan could fail. There is no assurance that our manufacturing operation or any third-party manufacturers will
be able to meet commercialized scale production requirements in a timely manner or in accordance with applicable
standards or current Good Manufacturing Process.

Competition in our industry is intense, and developments by other companies could render our products and product
candidates obsolete.

Many of our competitors, including medical technology, pharmaceutical or biotechnology and other companies,
universities, government agencies, or research organizations, have substantially greater financial and technical
resources and production and marketing capabilities than we have. They also may have greater experience in
conducting bioequivalence studies, preclinical testing and clinical trials of pharmaceutical products, obtaining FDA
and other regulatory approvals, and ultimately commercializing any approved products. Therefore, our competitors
may succeed in developing and commercializing technologies and products that are more effective than the drug
delivery technologies we

11
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have developed or we are developing or that will cause our technologies or products to become obsolete or
non-competitive. In addition, such competitors may obtain FDA approval for products faster than us. Any of the
foregoing could render our products obsolete and uncompetitive, which would have a material adverse effect on our
business, financial condition and results of operations. Even if we commence further commercial sales of our
products, we will be competing against the greater manufacturing efficiency and marketing capabilities of our
competitors, areas in which we have limited or no experience.

We rely on collaborative arrangements with third parties that provide manufacturing and/or marketing support for
some or all of our products and product candidates. Even if we find a potential partner, we may not be able to
negotiate an arrangement on favorable terms or achieve results that we consider satisfactory. In addition, such
arrangements can be terminated under certain conditions and do not assure a product’s success. We also face intense
competition for collaboration arrangements with other pharmaceutical and biotechnology companies.

Although we believe that our ownership of patents for some of our drug delivery products will limit direct competition
for such products, we must also compete with established existing products and other technologies, products and
delivery alternatives that may be more effective than our products and proposed products. In addition, we may not be
able to compete effectively with other commercially available products or drug delivery technologies.

We rely on commercial partners, and may rely on future commercial partners, to market and commercialize our
products and, if approved, our product candidates, and one or more of those commercial partners may fail to develop
and effectively commercialize our current, and any future, products.

Our core competency and strategic focus is on drug development and we now, and may in the future, utilize strategic
commercial partners to assist in the commercialization of our products and our product candidates, if approved by the
FDA. If we enter into strategic partnerships or similar arrangements, we will rely on third parties for financial
resources and for commercialization, sales and marketing. Our commercial partners may fail to develop or effectively
commercialize our current, and any future products, for a variety of reasons, including, among others, intense
competition, lack of adequate financial or other resources or focus on other initiatives or priorities. Any failure of our
third-party commercial partners to successfully market and commercialize our products and product candidates would
diminish our revenues.

Our business can be impacted by wholesaler buying patterns, increased generic competition and, to a lesser extent,
seasonal fluctuations, which may cause our operating results to fluctuate.

We believe that the revenues derived from our generic Focalin XR® capsules and generic Seroquel XR® tablets are
subject to wholesaler buying patterns, increased generic competition negatively impacting price, margins and market
share consistent with industry post-exclusivity experience and, to a lesser extent, seasonal fluctuations in relation to
generic Focalin XR® capsules (as these products are indicated for conditions including attention deficit hyperactivity
disorder which we expect may see increases in prescription rates during the school term and declines in prescription
rates during the summer months). Accordingly, these factors may cause our operating results to fluctuate.

Our business and operations are increasingly dependent on information technology and accordingly we would suffer
in the event of computer system failures, cyber-attacks or a deficiency in cyber-security.

Our internal computer systems, and those of a current and/or future drug development or commercialization partner of
ours, may be vulnerable to damage from cyber-attacks, computer viruses, malware, natural disasters, terrorism, war,
telecommunication and electrical failures. The risk of a security breach or disruption, particularly through
cyber-attacks, including by computer hackers, foreign governments, and cyber terrorists, has generally increased as
the number, intensity and sophistication of attempted attacks and intrusions have increased. If such an event were to

51



Edgar Filing: Intellipharmaceutics International Inc. - Form F-1

occur and cause interruptions in our operations or those of a drug development or commercialization partner, it could
result in a material disruption of our product development programs. For example, the loss of clinical trial data from
completed or ongoing or planned clinical trials could result in delays in our regulatory approval efforts and
significantly increase our costs to recover or reproduce the data. To the extent that any disruption or security breach
results in a loss of or damage to our data or applications, or inappropriate disclosure of confidential or proprietary
information, we could incur significant liability and damage to our reputation. In addition, further development of our
drug candidates could be adversely affected.
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Market acceptance of our products will be limited if users of our products are unable to obtain adequate
reimbursement from third-party payers.

Government health administration authorities, private health insurers and other organizations generally provide
reimbursement for products like ours, and our commercial success will depend in part on whether appropriate
reimbursement levels for the cost of our products and related treatments are obtained from government authorities,
private health insurers and other organizations, such as health maintenance organizations and managed care
organizations. Even if we succeed in bringing any of our products to market, third-party payers may not provide
reimbursement in whole or in part for the use of such products.

Significant uncertainty exists as to the reimbursement status of newly approved health care products. Some of our
product candidates, such as our once-daily Oxycodone ER, are intended to replace or alter existing therapies or
procedures. These third-party payers may conclude that our products are less safe, less effective or less economical
than those existing therapies or procedures. Therefore, third-party payers may not approve our products for
reimbursement. We may be required to make substantial pricing concessions in order to gain access to the formularies
of large managed-care organizations. If third party payers do not approve our products for reimbursement or fail to
reimburse them adequately, sales will suffer as some physicians or their patients may opt for a competing product that
is approved for reimbursement or is adequately reimbursed. Even if third-party payers make reimbursement available,
these payers’ reimbursement policies may adversely affect our ability and our potential marketing and distribution
partners’ ability to sell our products on a profitable basis.

Our products and product candidates, if approved for sale, may not gain acceptance among physicians, patients and
the medical community, thereby limiting our potential to generate revenue.

Even if we are able to obtain regulatory approvals for our product candidates, the success of any of our products will
be dependent upon market acceptance by physicians, healthcare professionals and third-party payers and our
profitability and growth will depend on a number of factors, including:

demonstration of safety and efficacy;

changes in the practice guidelines and the standard of care for the targeted indication;

relative convenience and ease of administration;

the prevalence and severity of any adverse side effects;

the availability of alternative products from competitors;

the prices of our products relative to those of our competitors;

pricing, reimbursement and cost effectiveness, which may be subject to regulatory control;
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the number of competitive product entries, and the nature and extent of any aggressive pricing and rebate activities
that may follow;

the timing of our market entry;

the ability to market our products effectively at the retail level;

the acceptance of our products by government and private formularies; and

the availability of adequate third-party insurance coverage or reimbursement.

If any product candidate that we develop does not provide a treatment regimen that is as beneficial as, or is perceived
as being as beneficial as, the current standard of care or otherwise does not provide patient benefit, that product
candidate, if approved for commercial sale by the FDA or other regulatory authorities, likely will not achieve market
acceptance. Our ability to effectively promote and sell any approved products will also depend on pricing and
cost-effectiveness, including our ability to produce a product at a competitive price and our ability to obtain sufficient
third-party coverage or reimbursement. If any product candidate is approved but does not achieve an adequate level of
acceptance by physicians, patients and third-party payers, our ability to generate revenues from that product would be
substantially reduced. In addition, our efforts to educate the medical community and third-party payers on the benefits
of our product candidates may require significant resources, may be constrained by FDA rules and policies on product
promotion, and may never be successful.
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Risks Relating to this Offering and our Securities

Our management will have broad discretion in allocating the net proceeds of this offering and may use the proceeds in
ways with which you disagree.

Our management has significant flexibility in applying the net proceeds we expect to receive in this offering. Because
the net proceeds are not required to be allocated to any specific product, investment or transaction, and therefore you
cannot determine at this time the value or propriety of our application of those proceeds, you and other shareholders
may not agree with our decisions. In addition, our use of the proceeds from this offering may not yield a significant
return or any return at all for our shareholders. The failure by our management to apply these funds effectively could
have a material adverse effect on our business, results of operations or financial condition. See “Use of Proceeds” for a
further description of how management intends to apply the proceeds from this offering.

You will experience immediate dilution in the book value of your investment.

Because the effective price per Common Share included in the Units or issuable upon exercise of the Pre-Funded
Warrants included in the Pre-Funded Units being offered may be higher than the net tangible book value per Common
Share, you will experience dilution to the extent of the difference between the effective public offering price per
Common Share you pay in this offering and the net tangible book value per Common Share immediately after this
offering. Our net tangible book value as of May 31, 2018, was approximately $(1.03) million, or $(0.24) per Common
Share. Net tangible book value per share is equal to our total tangible assets minus total liabilities, all divided by the
number of Common Shares outstanding. See “Dilution” on page 19 for a more detailed discussion of the dilution you
will incur in this offering.

In addition to this offering, subject to market conditions and other factors, it is likely that we will pursue additional
financings in the future, as we continue to develop our business. In future years, we will likely need to raise significant
additional capital to finance our operations and to fund bioequivalence studies and clinical trials for the advancement
of product development, as well as for regulatory submissions and the development, manufacture and marketing of
other products under development and new product opportunities. Accordingly, we may conduct substantial future
offerings of equity or debt securities. The exercise of outstanding options and warrants and future equity issuances,
including future public offerings or future private placements of equity securities and any additional Common Shares
issued in connection with acquisitions, will result in dilution to investors. In addition, the market price of our Common
Shares could fall as a result of resales of any of these Common Shares due to an increased number of Common Shares
available for sale in the market.

There is no public market for the Warrants or the Pre-Funded Warrants.

There is no established public trading market for the Warrants or the Pre-Funded Warrants, and we do not expect a
market to develop. In addition, we do not intend to apply to list the Warrants or the Pre-Funded Warrants on any
national securities exchange or other nationally recognized trading system, including Nasdaq. Without an active
market, the liquidity of the Warrants or the Pre-Funded Warrants will be limited.

The Warrants and the Pre-Funded Warrants in this offering are speculative in nature.

Neither the Warrants nor the Pre-Funded Warrants in this offering confer any rights of Common Share ownership on
its holders, such as voting rights or the right to receive dividends, but rather merely represent the right to acquire
Common Shares at a fixed price during a fixed period of time. Specifically, commencing on the date of issuance,
holders of the Warrants may exercise their right to acquire Common Shares and pay an exercise price of $ per
Common Share, subject to certain adjustments, prior to the expiration of the Warrants.
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Moreover, following this offering, the market value of the Warrants and the Pre-Funded Warrants, if any, is uncertain
and there can be no assurance that the market value of the Warrants or the Pre-Funded Warrants will equal or exceed
their imputed offering price.

There is no public market for the Warrants or the Pre-Funded Warrants to purchase shares of our Common Shares
included in the Units and the Pre-Funded Units being offered by us in this offering.

There is no established public trading market for the Warrants or the Pre-Funded Warrants included in the Units and
the Pre-Funded Units being offered in this offering, and we do not expect a market to develop. In addition, we do not
intend to apply to list the Warrants or the Pre-Funded Warrants on any national securities exchange or other nationally
recognized trading system, including Nasdaq. Without an active market, the liquidity of the Warrants and the
Pre-Funded Warrants will be limited.
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Sales of a significant number of our Common Shares in the public markets, or the perception that such sales could
occur, could depress the market price of the Common Shares.

Sales of a substantial number of our Common Shares or securities convertible or exchangeable into Common Shares
in the public markets could depress the market price of the Common Shares and impair our ability to raise capital
through the sale of additional equity securities. We cannot predict the effect that future sales of Common Shares
would have on the market price of our Common Shares.

In order to raise additional capital, we intend to offer additional Common Shares or other securities convertible into or
exchangeable for our Common Shares. In addition, a substantial portion of our Common Shares are currently freely
trading without restriction under the U.S. Securities Act, having been registered for resale or held by their holders for
over six months and are eligible for sale under Rule 144. If the holders of our registered Common Shares choose to
sell such shares in the public market or if holders of our convertible securities exercise or convert their securities and
sell the underlying Common Shares in the public market, or if holders of currently restricted Common Shares choose
to sell such shares in the public market, the prevailing market price of our Common Shares may decline. The sale of
shares issued upon the exercise of our securities convertible into or exchangeable for our Common Shares could also
further dilute the holdings of our then-existing shareholders. In addition, future public sales by holders of our
Common Shares could impair our ability to raise capital through equity offerings.

Upon completion of this offering, based on our shares outstanding as of May 31, 2018, we will have Common
Shares outstanding (post reverse-split) based on the issuance and sale of Units in this offering, assuming no sale of
any Pre-Funded Units. Of these shares, shares are subject to a contractual lock-up with the underwriter for this
offering for a period of 90 days following this offering. These shares can be sold, subject to any applicable volume
limitations under federal securities laws, after the earlier of the expiration of, or release from, the 90-day lock-up
period. The balance of our outstanding Common Shares, including any Common Shares included in the Units, and
Common Shares issuable upon the exercise of the Warrants or the Pre-Funded Warrants, other than shares acquired by
our current shareholders who are also subject to the contractual lock-up, may be resold in the public market
immediately without restriction, unless owned or purchased by our affiliates.

As of September 18, 2018, there are currently Common Shares issuable upon the exercise of outstanding options and
warrants and deferred share units and the conversion of the 2013 Debenture and 2018 Debenture into an aggregate of
approximately 211,666 Common Shares, excluding the securities offered hereby. To the extent any of our options and
warrants are exercised and the 2013 Debenture or the 2018 Debenture is converted, a shareholder’s percentage
ownership will be diluted and our stock price could be further adversely affected. Moreover, the market price of the
shares could drop significantly if the holders of these shares sell them or if the market perceives that the holders intend
to sell these shares.

The market price of our Common Shares could decline as a result of sales of Common Shares or securities that are
convertible into or exchangeable for, or that represent the right to receive, our Common Shares after this offering or
the perception that such sales could occur.

Our Common Shares will be delisted from the Nasdaq Capital Market if we do not satisfy certain requirements of the
Nasdaq Hearing Panel by September 28, 2018.

On April 20, 2018, we received notice of the determination of the Nasdaq Staff to delist our Common Shares as a
result of the failure to meet either the minimum market value requirement or the minimum shareholders’ equity
requirement for continued listing. After an appeal before the Nasdaq Hearings Panel (the “Panel”), the Panel approved
our request for continued listing, subject to our compliance with the following by September 28, 2018:
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Our Common Shares having a closing bid price of over $1.00 for ten consecutive trading days;

A shareholders’ equity position of over $2.5 million; and

Providing the Panel with updated financial projections demonstrating our ability to maintain compliance with the $2.5
million shareholders’ equity requirement for the coming year.

There is no assurance that we will be able to satisfy these requirements or that, if we do, we will be able to maintain
such compliance with Nasdaq’s requirements. If we are unable to do so, our Common Shares will no longer be listed
on Nasdagq or another U.S. national securities exchange and the liquidity and market price of our Common Shares may
be adversely affected. If our Common Shares are delisted from Nasdaq, they may trade in the U.S. on the
over-the-counter market, which is a less liquid market. In such case, our shareholders’ ability to trade, or obtain
quotations of the market value of, our Common Shares would be severely limited because of lower trading volumes
and transaction delays. These factors could contribute to lower prices and larger spreads in the bid and ask prices for
our securities. In addition, delisting could harm our ability to raise capital through alternative financing sources on
terms acceptable to us, or at all, and may result in the potential loss of confidence by investors, employees and fewer
business development opportunities.
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If our Common Shares are not listed on a national securities exchange, compliance with applicable state securities
laws may be required for subsequent offers, transfers and sales of the Common Shares and warrants offered hereby.

Because our Common Shares are currently listed on Nasdaq, we are not required to register or qualify in any state the
subsequent offer, transfer or sale of the Common Shares. If our Common Shares are delisted from Nasdaq and are not
eligible to be listed on another national securities exchange, subsequent transfers of our Common Shares offered
hereby by U.S. holders may not be exempt from state securities laws. In such event, it will be the responsibility of the
holder of Common Shares to register or qualify the Common Shares for any subsequent offer, transfer or sale in the
United States or to determine that any such offer, transfer or sale is exempt under applicable state securities laws.

On September 12, 2018, we effectuated a reverse split of our outstanding Common Shares in order to meet the Nasdaq
minimum bid price requirement; however, no assurance can be given that the reverse split will increase our share
price.

In order to maintain our continued listing on Nasdaq, we have to meet certain continued listing criteria by September
28, 2018, including a closing bid price of at least $1.00 for a minimum of ten consecutive trading days. In connection
with the minimum bid price requirement, on August 15, 2018, at a special meeting of shareholders, our shareholders
granted our Board of Directors discretionary authority to implement a reverse split of our Common Shares on the
basis of a ratio to be selected by the Board within a range between 5 pre-consolidation Common Shares for 1
post-consolidation Common Share and 15 pre-consolidation Common Shares for 1 post-consolidation Common Share.
On September 12, 2018, we filed articles of amendment with the Director under the CBCA pursuant to which ten
pre-consolidation Common Shares were consolidated into one post-consolidation Common Share. Our common
shares began trading on each of Nasdaq and TSX on a post-reverse split basis at the open of market on September 14,
2018.

The reverse split could result in a significant devaluation of our market capitalization and trading price of the
Common Shares. We expect that the reverse split of the outstanding Common Shares will increase the market price of
the Common Shares. However, no assurance can be given that the reverse split will lead to a sustained increase in the
trading price or the trading market for our Common Shares or that the market price per share of our Common Shares
after the reverse split will rise in proportion to the reduction in the number of pre-split Common Shares outstanding
before the reverse split, or that the market price per share post-reverse split will remain in excess of the $1.00
minimum closing bid price as required by the Nasdaq Marketplace Rules or that we will otherwise meet the
requirements for continued trading on Nasdagq.

The market price of our Common Shares may be based on our performance and other factors, some of which are
unrelated to the number of shares outstanding. If the trading price of our Common Shares declines, the percentage
decline as an absolute number and as a percentage of our overall market capitalization may be greater than would
occur in the absence of the reverse split. Furthermore, the liquidity of the Common Shares could be adversely affected
by the reduced number of shares outstanding after the reverse split and this could have an adverse effect on the market
price of the Common Shares. If the market price of the Common Shares declines subsequent to the effectiveness of
the reverse split, this will detrimentally impact our market capitalization and the market value of our public float. The
reverse split may result in some shareholders owning “odd lots” of less than 100 Common Shares on a post-reverse split
basis that may be more difficult to sell or require greater transaction costs per share to sell. As a result of the reverse
split, certain shareholders may no longer have any equity interest in us and therefore would not participate in our
future earnings or growth, if any. The reverse split may not help generate additional investor interest. There can be no
assurance that the reverse split will result in a per share price that will attract or satisfy the investing guidelines of
institutional investors or investment funds. As a result, the trading liquidity of our Common Shares may not
necessarily improve.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING INFORMATION

Certain statements included and incorporated by reference in this prospectus constitute “forward-looking statements”
within the meaning of the United States Private Securities Litigation Reform Act of 1995 and/or “forward-looking
information” under the Securities Act (Ontario). These statements include, without limitation, statements expressed or
implied regarding our expectations regarding the completion of this offering, the expected gross proceeds, the
expected use of proceeds and the expected closing of the offering, our expectations regarding the one-for-ten reverse
split, our ability to realize any anticipated benefits from the reverse split, our plans, goals and milestones, status of
developments or expenditures relating to our business, plans to fund our current activities, and statements concerning
our partnering activities, health regulatory submissions, strategy, future operations, future financial position, future
sales, revenues and profitability, projected costs, and market penetration. In some cases, you can identify
forward-looking statements by terminology such as “appear,” “unlikely,” “target,” “may,” “will,” “should,” “expects,” “plans,’
“anticipates,” “believes,” “estimates,” “predicts,” “confident,” “prospects,” “potential,” “continue,” “intends,” “look forward,”
“projected,” “goals”, “set to,” “seeking,” or the negative of such terms or other comparable terminology. We made a number of
assumptions in the preparation of our forward-looking statements. You should not place undue reliance on our
forward-looking statements, which are subject to a multitude of known and unknown risks and uncertainties that could

cause actual results, future circumstances or events to differ materially from those stated in or implied by the

forward-looking statements.
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Risks, uncertainties and other factors that could affect our actual results include, but are not limited to, the effects of
general economic conditions, securing and maintaining corporate alliances, our estimates regarding our capital
requirements, and the effect of capital market conditions and other factors, including the current status of our product
development programs, on capital availability, the estimated proceeds (and the expected use of any proceeds) we may
receive from this or any other offering of our securities, the potential dilutive effects of this or any future financing,
potential liability from and costs of defending pending or future litigation, our ability to maintain compliance with the
continued listing requirements of the principal markets on which our securities are traded, including risks or
uncertainties related to our ability to implement our plan to comply with Nasdaq’s continued listing standards, our
programs regarding research, development and commercialization of our product candidates, the timing of such
programs, the timing, costs and uncertainties regarding obtaining regulatory approvals to market our product
candidates and the difficulty in predicting the timing and results of any product launches, the timing and amount of
profit-share payments from our commercial partners, and the timing and amount of any available investment tax
credits. Other factors that could cause actual results to differ materially include but are not limited to:

the actual or perceived benefits to users of our drug delivery technologies, products and product candidates as
compared to others;

our ability to establish and maintain valid and enforceable intellectual property rights in our drug delivery
technologies, products and product candidates;

the scope of protection provided by intellectual property rights for our drug delivery technologies, products and
product candidates;

recent and future legal developments in the United States and elsewhere that could make it more difficult and costly
for us to obtain regulatory approvals for our product candidates and negatively affect the prices we may charge;

increased public awareness and government scrutiny of the problems associated with the potential for abuse of
opioid-based medications, pursuing growth through international operations could strain our resources;

our limited manufacturing, sales, marketing or distribution capability and our reliance on third parties for such;

the actual size of the potential markets for any of our products and product candidates compared to our market
estimates;

our selection and licensing of products and product candidates;

our ability to attract distributors and/or commercial partners with the ability to fund patent litigation and with
acceptable product development, regulatory and commercialization expertise and the benefits to be derived from such
collaborative efforts;
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sources of revenues and anticipated revenues, including contributions from distributors and commercial partners,
product sales, license agreements and other collaborative efforts for the development and commercialization of
product candidates;

our ability to create an effective direct sales and marketing infrastructure for products we elect to market and sell
directly;

the rate and degree of market acceptance of our products;

delays in product approvals that may be caused by changing regulatory requirements;
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the difficulty in predicting the timing of regulatory approval and launch of competitive products;

the difficulty in predicting the impact of competitive products on volume, pricing, rebates and other allowances;

the number of competitive product entries, and the nature and extent of any aggressive pricing and rebate activities
that may follow;

the inability to forecast wholesaler demand and/or wholesaler buying patterns;

seasonal fluctuations in the number of prescriptions written for our generic Focalin XR® capsules, and our generic
Seroquel XR® tablets, which may produce substantial fluctuations in revenue;

the timing and amount of insurance reimbursement regarding our products;

changes in laws and regulations affecting the conditions required by the FDA for approval, testing and labeling of
drugs including abuse or overdose deterrent properties, and changes affecting how opioids are regulated and
prescribed by physicians;

changes in laws and regulations, including Medicare and Medicaid, affecting among other things, pricing and
reimbursement of pharmaceutical products;

the effect of recently-enacted changes in U.S. federal income tax laws, including, but not limited to, limitations on the
deductibility of business interest, limitations on the use of net operating losses and application of the base erosion
minimum tax, on our U.S. corporate income tax burden;

the success and pricing of other competing therapies that may become available;

our ability to retain and hire qualified employees;

the availability and pricing of third-party sourced products and materials;

challenges related to the development, commercialization, technology transfer, scale-up, and/or process validation of
manufacturing processes for our products or product candidates;

the manufacturing capacity of third-party manufacturers that we may use for our products;
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potential product liability risks;

the recoverability of the cost of any pre-launch inventory should a planned product launch encounter a denial or delay
of approval by regulatory bodies, a delay in commercialization, or other potential issues;

the successful compliance with FDA, Health Canada and other governmental regulations applicable to us and our
third-party manufacturers’ facilities, products and/or businesses;

our reliance on commercial partners, and any future commercial partners, to market and commercialize our products
and, if approved, our product candidates;

difficulties, delays or changes in the FDA approval process or test criteria for ANDAs and NDAs;

challenges in securing final FDA approval for our product candidates, including our Oxycodone ER product candidate
in particular, if a patent infringement suit is filed against us with respect to any particular product candidates (such as
in the case of Oxycodone ER), which could delay the FDA’s final approval of such product candidates;

healthcare reform measures that could hinder or prevent the commercial success of our products and product
candidates;

the FDA may not approve requested product labeling for our product candidate(s) having abuse-deterrent properties
and targeting common forms of abuse (oral, intra-nasal and intravenous);
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risks associated with cyber-security and the potential for vulnerability of our digital information or the digital
information of a current and/or future drug development or commercialization partner of ours; and

risks arising from the ability and willingness of our third-party commercialization partners to provide documentation
that may be required to support information on revenues earned by us from those commercialization partners.

Additional risks and uncertainties relating to us and our business can be found in the “Risk Factors” section of this
prospectus, as well as in our other public filings incorporated by reference herein. The forward-looking statements
reflect our current views with respect to future events, and are based on what we believe are reasonable assumptions
as of the date hereof, and we disclaim any intention and have no obligation or responsibility, except as required by
law, to update or revise any forward-looking statements, whether as a result of new information, future events or
otherwise.

Nothing contained in this document should be construed to imply that the results discussed herein will necessarily
continue into the future or that any conclusion reached herein will necessarily be indicative of our actual operating
results.

EXCHANGE RATE INFORMATION

The following table sets out the high and low rates of exchange for one U.S. dollar expressed in Canadian dollars in

effect at the end of each of the following periods; the average rate of exchange for those periods; and the rate of
exchange in effect at the end of each of those periods, each based on the closing rate published by the Bank of Canada.

Period-End Average for Period Low High

(Cdn dollar per U.S. dollar)

Year Ended November 30:

2013 1.0620 1.0241 0.9837 1.0620
2014 1.1440 1.0971 1.0587 1.1440
2015 1.3353 1.2603 1.1328 1.3418
2016 1.3429 1.3276 1.2536 1.4559
2017 1.2888 1.3030 1.2128 1.3743
Month Ended:

January 31, 2018 1.2293 1.2427 1.2293 1.2535
February 28, 2018 1.2809 1.2586 1.2288 1.2809
March 31, 2018 1.2894 1.2932 1.2830 1.3088
April 30, 2018 1.2836 1.2733 1.2552  1.2908
May 31, 2018 1.2948 1.2873 1.2775 1.3020
June 30, 2018 1.3168 1.3129 1.2913 1.3310
July 31, 2018 1.3017 1.3130 1.3017 1.3255
August 31, 2018 1.3055 1.3041 1.2917 1.3152
September 1 to 18, 2018 1.2992 1.3098 1.2992 1.3188
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On September 18, 2018, the closing rate for Canadian dollars in terms of the United States dollar, as reported by the
Bank of Canada, was U.S. $1.00=Cdn$1.2992 or Cdn$1.00=U.S. $0.7697.

DILUTION

If you invest in Common Shares in this offering, your interest will be diluted to the extent of the difference between
the effective public offering price per Common Share included in the Units or issuable upon the exercise of the
Pre-Funded Warrants and the pro forma as adjusted net tangible book value per Common Share after this offering. As
of May 31, 2018, our historical net tangible book value was approximately $(1.03) million, or $(0.24) per Common
Share, based on 4,353,678 Common Shares outstanding as of May 31, 2018 (post-reverse split). Our historical net
tangible book value per share represents the amount of our total tangible assets reduced by the amount of our total
liabilities, divided by the total number of Common Shares outstanding as of May 31, 2018.

After giving effect to our sale in this offering of Units at an assumed public offering price per Unit of $ , the last
reported sale price of our Common Shares on Nasdaq on , 2018, assuming no sale of any Pre-Funded Units in this
offering, and after deducting the underwriting discounts and commissions and estimated offering expenses payable by
us, and excluding the proceeds, if any, from the exercise of the Warrants issued in this offering, our pro forma as
adjusted net tangible book value as of May 31, 2018 would have been $ million, or $ per share. This represents an
immediate increase of pro forma net tangible book value of $ per share to our existing shareholders and an immediate
dilution of pro forma net tangible book value of $ per share to investors purchasing Units in this offering. The
following table illustrates this per share dilution.
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Assumed public offering price per Common Share included in each Unit $

Net tangible book value (deficit) per share as of May 31, 2018 before giving effect to this offering $
Decrease in net tangible book value per share attributable to investors purchasing in this offering

As adjusted net tangible book value per share as of May 31, 2018 after giving effect to this offering

Dilution per share to investors purchasing in this offering $

Each $0.25 increase or decrease in the assumed public offering price per Unit of $ , the last reported sale price of our
Common Shares on Nasdaq on , 2018, would increase or decrease the net proceeds to us from this offering by $
million, increase or decrease our pro forma as adjusted net tangible book value per share after this offering by
approximately $ , and increase or decrease the dilution per share to new investors purchasing in this offering by $ ,
assuming that the number of Units offered by us, as set forth on the cover page of this prospectus, remains the same,
assuming no sale of any Pre-Funded Units, after deducting the estimated underwriter discounts and commissions and
estimated offering expenses payable by us, and excluding the proceeds, if any, from the exercise of the Warrants
issued pursuant to this offering. We may also increase or decrease the number of Units offered in this offering. Each
increase or decrease of Units offered by us would increase or decrease the net proceeds to us by approximately $
million, increase or decrease our pro forma as adjusted net tangible book value per share after this offering by $ , and
increase or decrease the dilution per share to new investors purchasing in this offering by $ , assuming the assumed
public offering price per Unit of $ remains the same, assuming no sale of any Pre-Funded Units, after deducting the
underwriting discounts and commissions and estimated offering expenses payable by us, and excluding the proceeds,
if any, from the exercise of the Warrants issued pursuant to this offering. The as-adjusted information discussed above
is illustrative only and will be adjusted based on the actual public offering price and other terms of this offering as
determined between us and the underwriter at pricing.

If the underwriter exercises its option to purchase additional Units in full, and assuming no sale of any Pre-Funded
Units in this offering, the pro forma as adjusted net tangible book value per share after this offering would be $ per
share, the increase in pro forma net tangible book value per share to existing shareholders would be $ per share and
the dilution to new investors purchasing Units in this offering would be $ per share.

The above discussion and table are based on 4,353,678 Common Shares outstanding as of May 31, 2018, actual,

and  Common Shares outstanding as of May 31, 2018, pro forma, and excludes:

an aggregate of 561,316 Common Shares issuable upon the exercise of outstanding options, with a weighted average
exercise price of U.S. $31.50 per Common Share;

up to 150,455 additional Common Shares that have been reserved for issuance in connection with future grants under
our stock option plan;

an aggregate of 824,570 Common Shares issuable upon the exercise of outstanding Common Share purchase warrants,
with a weighted average exercise price of U.S. $9.92 per Common Share;

an aggregate of 10,279 deferred share units granted to non-management directors (to defer receipt of all or a portion of
their Board fees until termination of the Board service and to receive such fees in the form of Common Shares at that
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time);

an aggregate of 45,000 Common Shares issuable upon the conversion of the 2013 Debenture;

an aggregate of 166,666 Common Shares issuable upon the conversion of the 2018 Debenture;

Common Shares issuable upon exercise of the Pre-Funded Warrants offered hereby at an exercise price of $0.01 per
share;
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Common Shares issuable upon exercise of the Warrants offered hereby at an exercise price of $ per share; and

Common Shares issuable upon exercise of the Underwriter’s Warrants offered hereby at an exercise price of $ per
share.

To the extent that outstanding options or warrants are exercised, investors purchasing Common Shares in this offering
will experience further dilution. In addition, we may choose to raise additional capital due to market conditions or
strategic considerations even if we believe we have sufficient funds for our current or future operating plans. To the
extent that additional capital is raised through the sale of equity or convertible debt securities, the issuance of these
securities could result in further dilution to our shareholders.

MANAGEMENT

The name and province/state of residence of each of our directors and officers as of the date of this prospectus, the
position presently held, principal occupation, and the year each director first became an officer or director of the
Company or its predecessor, IntelliPharmaCeutics Ltd., or IPC Ltd., are set forth below. Each director is elected to
serve until the next annual meeting of our shareholders or until his or her successor is elected or appointed or until
such director’s death, resignation or removal. Officers are appointed annually and serve at the discretion of the Board
of Directors.

Name and Province of

. Position held with the Company Officer/Director Since
Residence
Dr. Isa Odidi Chairman of the Board, Chief Executive Officer and Co-Chief ~September 2004
Ontario, Canada Scientific Officer
Dr. Amina Odidi President, Chief Operating Officer, Co-Chief Scientific Officer September 2004
Ontario, Canada and Director
Andrew Patient Chief Financial Officer September 2017
Ontario, Canada
Dr. Eldon R. Smith(1)(2)(3) . October 2009
Alberta, Canada Director
Bahaglur Madhani(1)(2)(3) Director March 2006
Ontario, Canada
Shawn Graham(3) Director May 2018
New Brunswick, Canada
Kenneth Keirstead(1)(2)(3) Director January 2006

New Brunswick, Canada

(1) Member of the Audit Committee

(2) Member of the Compensation Committee

(3) Member of the Corporate Governance Committee

John Allport served as the Company’s Vice President, Legal Affairs and Licensing and as a director from September
2004 until his resignation effective May 17, 2017. Mr. Allport entered into a consulting agreement with the Company

effective May 17, 2017 to provide ongoing services to the Company on an as-needed basis. Michael Campbell served
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as General Counsel and Corporate Secretary of the Company from July 10, 2017 until his resignation effective
February 22, 2018.

Family Relationships

Except Drs. Isa Odidi and Amina Odidi who are spouses to each other, there are no other family relationships among
any of our officers and directors.

Isa Odidi, Ph.D., MBA - Chairman, CEO, Co-Chief Scientific Officer and Executive Director

Dr. Isa Odidi has served as Chairman of the Board of the Company and Chief Executive Officer and Co-Chief
Scientific Officer of the Company since September 2004. In 1998, Dr. Odidi co-founded Intellipharmaceutics Inc., the
predecessor of publicly-traded Intellipharmaceutics International Inc. From 1995 to 1998, Dr. Odidi held positions,
first as Director, then as Vice President of Research of Drug Development and New Technologies, at Biovail
Corporation International, (now Valeant Pharmaceutical International, Inc.), a drug delivery company. Dr. Odidi
currently holds a Chair as Professor of Pharmaceutical Technology at the Toronto Institute of Pharmaceutical
Technology in Canada and is an Adjunct Professor at the Institute for Molecular Medicine in California. Dr. Odidi
holds a bachelor of science degree in pharmacy from Ahmadu Bello University, Nigeria, a master of science in
pharmaceutical technology, Ph.D. pharmaceutics from the University of London, and his MBA from Joseph L.
Rotman School of Management, University of Toronto. He is also a graduate of the Western Executive Program, Ivey
School of Business at the University of Western Ontario. Dr. Odidi was recently awarded an Honorary Doctor of
Science degree (Honoris causa) from the University of Benin, Nigeria.
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Amina Odidi, Ph.D. - President, COO, Co-Chief Scientific Officer and Executive Director

Dr. Amina Odidi has served as President, Chief Operating Officer and Co-Chief Scientific Officer of the Company
since September 2004. In 1998, Dr. Odidi co-founded Intellipharmaceutics Inc., the predecessor of publicly-traded
Intellipharmaceutics International Inc. She has extensive experience developing and applying proprietary technologies
to the development of controlled-release drug products for third-party pharmaceutical companies. She has invented or
co-invented various proprietary controlled deliverydevices for the delivery of pharmaceutical, nutriceutical, biological,
agricultural and chemical agents. In the past she has worked for the pharmaceutical and health care industry. Dr. Odidi
has co-authored eight articles, papers and textbooks. Dr. Odidi holds a bachelor of science in pharmacy, a master of
science in biopharmaceutics, and a Ph.D. in pharmaceutics from the University of London.

Andrew Patient, CPA, CA - Chief Financial Officer

Andrew Patient has served as the Chief Financial Officer of the Company since September 2017. Mr. Patient has more
than 20 years' experience with both Nasdaqg- and TSX-listed companies, and has deep expertise in all facets of
business, including operations, trade, finance, regulatory and business development, both nationally and
internationally. In December 2011, Mr. Patient became CFO at Merus Labs International Inc. (“Merus”), a Nasdaq and
TSX dual-listed specialty pharmaceutical company that owns, markets and distributes prescription medications.
During a five-year period, Mr. Patient helped grow Merus from a one-drug domestic platform to a 12-drug, 36 country
international platform. At Merus, Mr. Patient oversaw several significant acquisitions, and implemented a low-cost
operating model with a light infrastructure footprint. Mr. Patient was responsible for all accounting, finance and
treasury functions, including external regulatory reporting, investor relations, and negotiating and executing key
agreements for distribution and sales of products. Mr. Patient has been a Chartered Accountant (Ontario) since 1995.

Bahadur Madhani, CM — Non-Executive Director

Bahadur Madhani, an accountant by training, has been a director since March 2006. Since 1983, Mr. Madhani's
principal occupation has been President and CEO of Equiprop Management Limited, a Canadian property
management company of which he is the principal shareholder. At present, he is also on the Board of the YMCA of
Toronto and YMCA Canada. He was previously a member of the advisory board of Quebecor Ontario. He has also
served as Chairman of United Way of Toronto, Chairman of the YMCA of greater Toronto, and Chairman of the
Nelson Mandela Children's Fund of Canada. Mr. Madhani was awarded membership in the Order of Canada in 2001.

Eldon Smith, OC, MD, FRCPC — Non-Executive Director

Dr. Eldon Smith has been a director of the Company since October 2009. He is President and CEO of Eldon R. Smith
and Associates Ltd., a private healthcare consulting company. He is also professor emeritus at the University of
Calgary, where he served as the Dean of the Faculty of Medicine subsequent to being Head of the Department of
Medicine and the Division of Cardiology. Dr. Smith is past President of theCanadian Cardiovascular Society and
served as Chairman of the Scientific Review Committee of the Heart and Stroke Foundation of Canada. Dr. Smith was
appointed as an Officer of the Order of Canada in November 2005. In October 2006, Dr. Smith was appointedby the
Honorable Tony Clement, Minister of Health, to chair the Steering Committee responsible for developing a new
Heart-Health strategy to fight heart disease in Canada. Dr. Smith currently serves on the boards of Canadian Natural
Resources Limited and Aston Hill Financial Inc., and Resverlogix Corp.

Kenneth Keirstead — Non-Executive Director
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Kenneth Keirstead has served as a director of the Company since January 2006. Mr. Keirstead is educated in clinical
biochemistry and business administration. He has worked in the health care delivery and pharmaceutical industries for
over 45 years. Since 1998, Mr. Keirstead's principal occupation has been Executive Manager of the Lyceum Group, a
Canadian consulting services company primarily active in the health care field, of which he is the founder. In addition,
he was President and CEO of Sanofi Winthrop Canada Inc., General Manager of Squibb Medical Systems
International, President of Chemfet International and President of Quinton Instruments, among other positions. He has
published studies and reports on health care and related services.

Shawn R. Graham — Non-Executive Director

Shawn Graham has been a director of the Company since May 2018. Mr. Graham is the President and CEO of G&R
Holdings Inc., which assists companies with developing and implementing global projects and business alliance
strategies with a special focus on globalizing with China. From October 2006 until October 2010, Mr. Graham served
as 31st Premier of Province of New Brunswick. He is a former Chair of the Council of The Federation, Co-chair of
Northeastern Governors and Eastern Canadian Premiers, and Co-chair of a Pan-Canadian trade mission to China. He
is currently a member of the advisory board of the faculty of business, University of New Brunswick, Saint John as
well as a national board member to Ducks Unlimited Canada. Mr. Graham has been awarded an Honorary Doctor of
Laws Degree from the University of New Brunswick.
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Committees of the Board of Directors
Audit Committee

The Audit Committee of the Board monitors our financial activities, policies, and internal control procedures. The
Audit Committee assists the Board in fulfilling its oversight responsibility to shareholders, potential shareholders, the
investment community, and others with respect to the Company's financial statements, financial reporting process,
systems of internal accounting and disclosure controls, performance of the external auditors, and risk assessment and
management. The Audit Committee has the power to conduct or authorize investigations into any matters within its
scope of responsibilities, with full access to all books, records, facilities and personnel of the Company, its auditors
and its legal advisors. In connection with such investigations or otherwise in the course of fulfilling its responsibilities
under the Audit Committee Charter, the Audit Committee has the authority to independently retain special legal,
accounting, or other consultants to advise it.

The Audit Committee also discusses with the Company's independent auditor the overall scope and plans for their
audit. The Audit Committee meets with the independent auditor, with and without management present, to discuss the
results of their examination, their evaluations of the Company's internal controls, and the overall quality of the
Company's financial reporting. The Board has adopted a written charter setting forth the authority and responsibilities
of the Audit Committee, which is available on our website at https://ir.intellipharmaceutics.com.

Compensation Committee

The Compensation Committee of the Board is a standing committee of the Board whose primary function is to assist
the Board in fulfilling its responsibilities relating to the development, review and periodic approval of the Company's
compensation philosophy that attracts and retains key executives and employees, while supporting the overall business
strategy and objectives and links compensation with business objectives and organizational performance. In addition,

the Compensation Committee is responsible for:

evaluating and approving all compensation of executive officers including salaries, bonuses and equity
compensation that are required to be determined;

reviewing the Company's option plan, the employee restricted share unit plan and the deferred share unit plan on an
annual basis;

reviewing and making recommendations to the Board on compensation payable to senior officers of the Company
to be hired subsequent to the adoption of the Charter; and

producing a report annually on executive officer compensation for inclusion in the proxy circular of the Company.

The Board has adopted a written charter setting forth the authority and responsibilities of the Compensation
Committee, which is available on our website at https://ir.intellipharmaceutics.com.

Corporate Governance Committee

The Corporate Governance Committee of the Board is a standing committee of the Board whose primary function is
to assisting the Board in dealing with the corporate governance matters as well as monitoring and making
recommendations with respect to the following matters:

shareholder and investor issues including the adoption of shareholders rights plans and related matters;
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policies regarding management serving on outside boards;

the Company's Code of Business Conduct and Ethics and compliance therewith, including the granting of any
waivers from the application of the Code;

the Company's Stock Trading Policy and compliance therewith, including reviewing systems for ensuring that all

directors and officers of the Company who are required to file insider reports pursuant to the Policy do so;
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the Company's Corporate Disclosure Policy and compliance therewith;

succession planning key management positions on an annual basis;

considering minimum stock holding requirements for directors and senior executives;
reviewing and approving the charters of all Board committees on an annual basis;

reviewing, reporting and if deemed appropriate recommending to the Board the status of Director compensation in
relation to other comparable companies;

monitoring and making recommendations to management as are considered appropriate regarding the conduct of
the Company's business and affairs in a socially responsible manner;

considering and making recommendations to the Board on such conflicts of interest, if any, as arise in the conduct
of business;

monitoring and communicating with management and other committees to ensure timely and qualitative reporting;
and

such other matters related to the corporate governance of the Company, if any, as may be requested from time to
time by the Board.

The Board has adopted a written charter setting forth the authority and responsibilities of the Compensation
Committee, which is available on our website at https://ir.intellipharmaceutics.com.

Executive Compensation

The following table sets forth all direct and indirect compensation for, or in connection with, services provided to the
Company for the fiscal years ended November 30, 2017 and November 30, 2016 in respect of the Chief Executive
Officer of the Company, the Chief Financial Officers (current and former), and two other officers of the Company
who earned greater than $150,000 in total compensation in the fiscal year ended November 30, 2017 and November
30, 2016 (“Named Executive Officers”).

Share-based Option-based Annual All other Total

Name and principal . . .
incentive ~ compensation

Year Salary

position awards awards(1) plans(2) 3) compensation
Dr. Isa Odidi, Chairman,
Chief Executive Officer
and Co-Chief Scientific 2017 343,430 - 1,609,573 - 13,676 1,966,680
Officer

2016 340,464 - 703,016 340,464 13,558 1,397,502
Dr. Amina Odidi, 2017 343,430 - 1,609,573 - 13,676 1,966,680
President, Chief
Operating Officer and

Co-Chief Scientific
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Officer

2016
John Allport, Former VP
Legal Affairs & 2017
Licensing(4)

2016

Domenic Della Penna,
Former Chief Financial 2017
Officer(5)

2016
Andrew Patient, Chief 2017
Financial Officer(5)

2016
Notes:

340,464
59,676

109,220
189,662

225,972
54,395

703,016

50,346

64,076
19,800

340,464

56,493

112,986

(1) Represents Black-Scholes value of vesting Common Share option grants.

(2) Bonus awarded at the discretion of the Board.

13,558
7,408

13,558
10,257

13,558
3,419

(3) “All other compensation” includes car allowances and other miscellaneous benefits.

1,397,502
67,084
229,617
199,919

416,592
77,614

(4) Mr. Allport, a consultant to the Company, served as the Company’s Vice President, Legal Affairs and Licensing

and as a director from September 2004 until his resignation effective on May 17, 2017.

(5) Mr. Della Penna served as the Company’s Chief Financial Officer from November 24, 2014 until his resignation

effective on September 6, 2017.
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(6) Mr. Patient was appointed as Chief Financial Officer of the Company effective September 6, 2017.
Director Compensation
The following table sets forth all amounts of compensation provided to the non-executive directors (except for Mr.

Graham who was elected to the Board in May 2018) for the Company’s most recently completed fiscal year.

Share-based Option-based Non-equity incentive plan All other

Name Fees earned awards(1) awards(2) compensation compensation Total
Eldon Smith - $C40,000 $C18,442 - - $C58,442
Kenneth $C40,000 - $C18,442 ; ; $C58,442
Keirstead

Bahadur $C45,000 - $C18,442 ; ; $C63,442
Madhani

Notes:

(1) Deferred share units that were earned. Does not include Deferred share units earned in the previous financial year
and granted in the most recently completed financial year.

(2) Option-based awards for fiscal year 2017 were issued on November 30, 2017.
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The following table sets forth all awards outstanding at the end of the most recently completed financial year,

including awards granted before the most recently completed financial year.

Name

Number of securities underlying
unexercised options

Drs. Isa Odidi and Amina

Odidi(1)

Dr. Isa Odidi

Dr. Amina Odidi

276,394

30,000
7,500
5,000
7,000
9,000
7,000

30,000
7,500
5,000
7,000
9,000
7,000

Andrew Patient, Chief Financial 6,000

Officer(2)

John Allport(3)

Eldon Smith

Kenneth Keirstead

Bahadur Madhani

1,500
25,000
2,500
5,000
4,000
5,500
1,000
2,500
3,750
3,750
2,000
3,500
4,000

1,000
2,500
3,750
3,750
2,000
3,500
4,000

1,000

Option exercise
price

$US36.20

C$32.70
C$18.10
C$42.90
C$25.20
C$24.20
C$11.50

C$32.70
C$18.10
C$42.90
C$25.20
C$24.20
C$11.50

C$12.70
C$11.50
C$32.70
C$18.10
C$42.90
C$25.20
C$24.20
C$28.80
C$18.10
C$32.20
C$42.90
C$25.20
C$24.20
C$1150

C$28.80
C$18.10
C$32.20
C$42.90
C$25.20
C$24.20
C$11.50

Option expiration

date

Sept. 10, 2018

Feb. 16, 2022
Apr. 13. 2020
Feb. 28, 2019
Nov. 30, 2020
Aug. 31, 2021
Nov. 30, 2022

Feb. 16, 2022
Apr. 13. 2020
Feb. 28, 2019
Nov. 30, 2020
Aug. 31, 2021
Nov. 30, 2022

Oct. 20, 2027
Nov. 30, 2022
Feb. 16. 2022
Apr. 13,2020
Feb. 28, 2019
Nov. 30, 2020
Aug. 31, 2021
Oct. 22, 2019
Apr. 13,2020
Nov. 30, 2019
Feb. 28, 2019
Nov. 30, 2020
Aug. 31, 2021
Nov. 30, 2022

Oct. 22, 2019
Apr. 13,2020
Nov. 30, 2019
Feb. 28, 2019
Nov. 30, 2020
Aug. 31, 2021
Nov. 30, 2022

Oct. 22,2019
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2,500 C$28.80 Apr. 13, 2020

3,750 C$18.10 Nov. 30, 2019

3,750 C$32.20 Feb. 28, 2019

2,000 C$42.90 Nov. 30, 2020

3,500 C$25.20 Aug. 31, 2021

4,000 C$2420 Nov. 30, 2022
C$11.50

Notes:
(1) These option-based awards are held jointly.
(2) Mr. Patient was appointed as Chief Financial Officer of the Company effective September 6, 2017.

(3) Mr. Allport, a consultant to the Company, served as the Company’s Vice President Legal Affairs and Licensing and
as a director from September 2004, until his resignation May 17, 2017.
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Employment Agreements

The employment agreement with Dr. Isa Odidi, the Chief Executive Officer and Co-Chief Scientific Officer of the
Company, effective September 1, 2004 entitles Dr. Isa Odidi to receive a base salary of U.S.$200,000 per year, which
is paid in Canadian dollars, and is increased annually by 20% of the prior year’s base salary. In addition, he is entitled
to: (a) participate in the Company’s option plan; (b) participate in all employee benefit plans and programs, except for
the Company’s deferred share unit plan; and (c) a car allowance of up to U.S.$1,000 per month. The initial term of the
employment agreement was until September 30, 2007, at which time, pursuant to the terms of the agreement, the
agreement was deemed to be extended automatically for an additional three-year period, or until September 30, 2010,
on the same terms and conditions. The agreement will continue to be extended automatically for successive additional
three-year periods on the same terms unless the Company gives Dr. Odidi written notice at least two years prior to the
date on which the agreement would otherwise be extended. See “Termination and Change of Control Benefits” below.
Dr. Odidi’s employment agreement was amended on August 1, 2007 and June 8, 2009 to include intellectual property,
non-competition and non-solicitation provisions. In April 2010, Dr. Isa Odidi’s employment agreement was amended
effective as of December 1, 2009, to eliminate the right to annual increases in his base salary of 20% each year and to
roll back his base salary effective December 1, 2009 to the level payable under the employment agreement for the
period from September 2008 to August 2009, or C$452,000 per year. Pursuant to such amendment, Dr. Isa Odidi’s
base salary is subject to increase on an annual basis at the discretion of the Board, and Dr. Isa Odidi is eligible to
receive a bonus based on his performance and that of the Company, as determined by the Board

The employment agreement with Dr. Amina Odidi, the President, Chief Operating Officer and Co-Chief Scientific
Officer of the Company, effective September 1, 2004 entitles Dr. Amina Odidi to receive a base salary of
U.S.$200,000 per year, which is paid in Canadian dollars, and is increased annually by 20% of the prior year’s base
salary. In addition, she is entitled to: (a) participate in the option plan; (b) participate in all employee benefit plans and
programs, except for the deferred share unit plan; and (c) a car allowance of up to U.S.$1,000 per month. The initial
term of the employment agreement was until September 30, 2007, at which time, pursuant to the terms of the
agreement, the agreement was deemed to be extended automatically for an additional three-year period, or until
September 30, 2010, on the same terms and conditions. The agreement will continue to be extended automatically for
successive additional three-year periods on the same terms unless the Company gives Dr. Odidi written notice at least
two years prior to the date on which the agreement would otherwise be extended. See “Termination and Change of
Control Benefits” below. Dr. Odidi’s employment agreement was amended on August 1, 2007 and June 8, 2009 to
include intellectual property, non-competition and non-solicitation provisions. In April 2010, Dr. Amina Odidi’s
employment agreement was amended effective as of December 1, 2009, to eliminate the right to annual increases in
her base salary of 20% each year and to roll back her base salary effective December 1, 2009 to the level payable
under the employment agreement for the period from September 2008 to August 2009, being C$452,000 per year.
Pursuant to such amendment, Dr. Amina Odidi’s base salary is subject to increase on an annual basis at the discretion
of the Board, and Dr. Amina Odidi is eligible to receive a bonus based on her performance and that of the Company,
as determined by the Board.

In addition, the Company entered into a separate acknowledgement and agreement with Drs. Isa and Amina Odidi
dated October 22, 2009 to be bound by the performance-based stock option agreement dated September 10, 2004
pursuant to which Drs. Isa and Amina Odidi are entitled to purchase up to 276,394 of the Company’s Common Shares.
These options were not granted under the Company’s option plan. These options vest upon the Company attaining
certain milestones related to the FDA filings and approvals for the Company’s products and product candidates. The
options are exercisable at a price of $36.20 per share and expired in September 2014. Effective March 27, 2014, the
Company’s shareholders approved a two year extension of the performance-based stock option expiry date to
September 2016. Effective April 19, 2016, the Company’s shareholders approved a further two year extension of the
performance-based stock option expiry date to September 2018. Effective May 15, 2018, the Company’s shareholders
approved a further two year extension of the performance-based stock option expiry date to September 2020.
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The employment agreement with Andrew Patient, the Chief Financial Officer of the Company, dated August 30,

2017, effective September 6, 2017, entitles Mr. Patient to receive a base salary of C$300,000 per year, which is paid
in Canadian dollars. In addition, he is entitled to: (a) participate in the option plan; (b) participate in all employee
benefit plans and programs; and (c) a car allowance of C$1,500 per month. The agreement provides for automatic
renewal on December 31 each year from year to year in absence of notice of termination from the Company at least 90
days prior to the end of the then applicable term. Mr. Patient’s employment agreement contains intellectual property,
non-competition and non-solicitation provisions.
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Pension Plan Benefits

The Company does not provide a defined benefit pension plan or a defined contribution pension plan for any of its
Named Executive Officers, nor does it have a deferred compensation pension plan for any of its Named Executive
Officers. There are no amounts set aside or accrued by the Company or its subsidiaries to provide pension, retirement
or similar benefits.

Termination and Change of Control Benefits
Dr. Isa Odidi and Dr. Amina Odidi

The employment agreement with each of Dr. Isa Odidi and Dr. Amina Odidi (collectively the “Odidis”), by virtue of it
being a fixed-term agreement with automatic renewal provisions, effectively provides for payments to the Odidis
following termination of the employment agreement unless the agreement has been terminated in accordance with its
terms. As a result, if either of the Odidis had been terminated on the last business day of the Company’s most recently
completed fiscal year, it is estimated that an amount of up to approximately C$2.2 million would be payable to each of
the Odidis, which is the amount that would have been payable through to September 30, 2022, at each of the Odidis’
current annual base salary level. Given their nature as fixed term employment agreements, if notice is properly
provided to not renew the agreement following the term ending September 30, 2022, then the amount payable upon
termination to the Odidis will decrease to the point where no amount would be payable upon termination as at
September 30, 2022. Any termination of the employment of the Odidis must be undertaken by and is subject to the
prior approval of the Board. There are no payments applicable under the employment agreements of the Odidis
relating to a change of control of the Company.

Andrew Patient

If Andrew Patient’s employment agreement is terminated without cause, Mr. Patient shall be entitled to three months’
base salary, plus six weeks’ base salary for every full year of service, up to a combined maximum of twelve months. If
such termination occurs within six months of a change of control of the Company, Mr. Patient shall be entitled to
thirteen months’ base salary, plus six weeks’ base salary for every full year of service, up to a combined maximum of
eighteen months.

THE COMPANY
History and Development of the Company
The Company was formed under the CBCA by certificate and articles of arrangement dated October 22, 2009.

Our registered principal office is located at 30 Worcester Road, Toronto, Ontario, Canada MOW 5X2. Our telephone
number is (416) 798-3001 and our facsimile number is (416) 798-3007.

Our agent for service in the United States is Corporation Service Company at 1090 Vermont Avenue N.W.,
Washington, D.C. 20005.

On October 19, 2009, the shareholders of IPC Ltd. and Vasogen Inc., or Vasogen, approved the IPC Arrangement
Agreement that resulted in the October 22, 2009 court-approved merger of IPC Ltd. and another U.S. subsidiary of
Intellipharmaceutics, Inc. coincident with an arrangement pursuant to which a predecessor of the Company combined
with 7231971 Canada Inc., a new company that acquired substantially all of the assets and certain liabilities of
Vasogen, including the proceeds from its non-dilutive financing transaction with Cervus LP. The completion of that
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transaction that occurred on October 22, 2009 resulted in the formation of the Company, which is governed by the
CBCA. The Common Shares of the Company are traded on the TSX and Nasdaq. See ‘“Prospectus Summary—Recent
Developments—Nasdaq Notices and Nasdaq Hearings Panel Grant of Request for Continued Listing” and “—Risk
Factors--Our Common Shares will be delisted from the Nasdaq Capital Market if we do not satisfy certain
requirements of the Nasdaq Hearing Panel by September 28, 2018 in this prospectus for important information about
the listing of our Common Shares on Nasdagq.
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In this prospectus, any prospectus supplement, and/or the documents incorporated by reference herein or therein,
unless the context otherwise requires, the terms “we,” “us,” “our,” “Intellipharmaceutics,” and the “Company” refer to
Intellipharmaceutics International Inc. and its subsidiaries.

Business Overview

We are a pharmaceutical company specializing in the research, development and manufacture of novel and generic
controlled-release and targeted-release oral solid dosage drugs. Our patented Hypermatrix™ technology is a
multidimensional controlled-release drug delivery platform that can be applied to the efficient development of a wide
range of existing and new pharmaceuticals. Based on this technology platform, we have developed several drug
delivery systems and a pipeline of products (some of which have received FDA approval) and product candidates in
various stages of development, including ANDAs filed with the FDA and one ANDS filed with Health Canada and
one NDA filing, in therapeutic areas that include neurology, cardiovascular, gastrointestinal tract, diabetes and pain.

In November 2005, we entered into a license and commercialization agreement, as amended on August 12, 2011 and
September 24, 2013 (the “Par Agreement”), with Par Pharmaceutical, Inc. (“Par”), pursuant to which we granted Par an
exclusive, royalty-free license to make and distribute in the U.S. all strengths of our generic Focalin XR®
(dexmethylphenidate hydrochloride extended-release) capsules for a period of ten years from the date of commercial
launch which was November 19, 2013. Under the Par Agreement, we made a filing with the FDA for approval to
market generic Focalin XR® capsules in various strengths in the U.S. (the “Company ANDA”), and are the owner of
that Company ANDA, as approved in part by the FDA. We retain the right to make and distribute all strengths of the
generic product outside of the U.S. Calendar quarterly profit-sharing payments for its U.S. sales under the Company
ANDA are payable by Par to us as calculated pursuant to the Par Agreement. Within the purview of the Par
Agreement, Par also applied for and owns an ANDA pertaining to all marketed strengths of generic Focalin XR® (the
“Par ANDA”), and is now approved by the FDA to market generic Focalin XR® capsules in all marketed strengths in
the U.S. As with the Company ANDA, calendar quarterly profit-sharing payments are payable by Par to us for its U.S.
sales of generic Focalin XR® under the Par ANDA as calculated pursuant to the Par Agreement.

We received final approval from the FDA in November 2013 under the Company ANDA to launch the 15 and 30 mg
strengths of our generic Focalin XR® capsules. Commercial sales of these strengths were launched immediately by
our commercialization partner in the U.S., Par.

In January 2017, Par launched the 25 and 35 mg strengths of its generic Focalin XR® capsules in the U.S., and in May
2017, Par launched the 10 and 20 mg strengths, complementing the 15 and 30 mg strengths of our generic Focalin
XR® marketed by Par. The FDA granted final approval under the Par ANDA for its generic Focalin XR® capsules in
the 5, 10, 15, 20, 25, 30, 35 and 40 mg strengths, and subsequently, Par launched the remaining 5 and 40 mg strengths.
Under the Par Agreement, we receive quarterly profit share payments on Par’s U.S. sales of generic Focalin XR®. We
currently expect revenues from sales of the generic Focalin XR® capsules to improve over the longer term; however,
results for the next several quarters are expected to continue to be impacted by ongoing competitive pressures in the
generic market. There can be no assurance whether revenues from this product will improve going forward or that any
recently launched strengths will be successfully commercialized. We depend significantly on the actions of our
marketing partner, Par, in the prosecution, regulatory approval and commercialization of our generic Focalin XR®
capsules and on its timely payment to us of the contracted calendar quarterly payments as they come due.

In February 2017, we received final approval from the FDA for our ANDA for metformin hydrochloride
extended-release tablets in the 500 and 750 mg strengths. This product is a generic equivalent for the corresponding
strengths of the branded product Glucophage® XR sold in the U.S. by Bristol-Myers Squibb. The Company is aware
that several other generic versions of this product are currently available that serve to limit the overall market
opportunity for this product. We are continuing to evaluate options to realize commercial returns on this product,
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particularly in international markets. There can be no assurance that our metformin hydrochloride extended-release
tablets for the 500 and 750 mg strengths will be successfully commercialized.
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In February 2016, we received final approval from the FDA of our ANDA for generic Keppra XR® (levetiracetam
extended-release) tablets for the 500 and 750 mg strengths. Our generic Keppra XR® is a generic equivalent for the
corresponding strengths of the branded product Keppra XR® sold in the U.S. by UCB, Inc., and is indicated for use in
the treatment of partial onset seizures associated with epilepsy. We are aware that several other generic versions of
this product are currently available that serve to limit the overall market opportunity. We are actively exploring the
best approach to maximize our commercial returns from this approval and are looking at several international markets
where, despite lower volumes, product margins are typically higher than in the U.S. There can be no assurance that
our generic Keppra XR® for the 500 and 750 mg strengths will be successfully commercialized.

In October 2016, we received tentative approval from the FDA for our ANDA for quetiapine fumarate
extended-release tablets in the 50, 150, 200, 300 and 400 mg strengths, and in May 2017, our ANDA received final
FDA approval for all of these strengths. Our approved product is a generic equivalent for the corresponding strengths
of the branded product Seroquel XR® sold in the U.S. by AstraZeneca Pharmaceuticals LP, or AstraZeneca. Pursuant
to a settlement agreement between us and AstraZeneca dated July 30, 2012, we were permitted to launch our generic
versions of the 50, 150, 200, 300 and 400 mg strengths of generic Seroquel XR® on November 1, 2016, subject to
FDA final approval of our ANDA for those strengths. The Company manufactured and shipped commercial quantities
of all strengths of generic Seroquel XR® to our marketing and distribution partner Mallinckrodt LLC (“Mallinckrodt”),
and Mallinckrodt launched all strengths in June 2017. In October 2016, we announced a license and commercial
supply agreement with Mallinckrodt, or (“Mallinckrodt Agreement”), granting Mallinckrodt an exclusive license to
market, sell and distribute in the U.S. the following extended-release drug product candidates (the “licensed products™)
which have either been launched (generic Seroquel XR®) or for which we have ANDAs filed with the FDA:

Quetiapine fumarate extended-release tablets (generic Seroquel XR®) — approved and launched;

Desvenlafaxine extended-release tablets (generic Pristiq®) — ANDA under FDA review; and

Lamotrigine extended-release tablets (generic Lamictal® XR™) — ANDA under FDA review.

Under the terms of the ten-year agreement with Mallinckrodt, we received a non-refundable upfront payment of $3
million in October 2016. In addition, the agreement also provides for a long-term profit sharing arrangement with
respect to these licensed products (which includes up to $11 million in cost recovery payments that are payable on
future sales of licensed product). We have agreed to manufacture and supply the licensed products exclusively for
Mallinckrodt on a cost plus basis. The Mallinckrodt Agreement contains customary terms and conditions for an
agreement of this kind, and is subject to early termination in the event we do not obtain FDA approvals of the
Mallinckrodt licensed products by specified dates, or pursuant to any one of several termination rights of each party.
Upon the expiration of the initial term, and absent any early termination actions, the Mallinckrodt Agreement will be
automatically renewed for additional and consecutive terms of one year (the 12-month period coinciding with
Mallinckrodt’s regularly established fiscal months), absent notice of non-renewal given by one party to the other at
least 180 days prior to the end of the initial or renewal term.

Our goal is to leverage our proprietary technologies and know-how in order to build a diversified portfolio of revenue
generating commercial products. We intend to do this by advancing our products from the formulation stage through
product development, regulatory approval and manufacturing. We believe that full integration of development and
manufacturing will help maximize the value of our drug delivery technologies, products and product candidates. We
also believe that out-licensing sales and marketing to established organizations, when it makes economic sense, will
improve our return from our products while allowing us to focus on our core competencies. We expect our
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expenditures for the purchase of production, laboratory and computer equipment and the expansion of manufacturing
and warehousing capability to be higher as we prepare for the commercialization of ANDAs, one NDA and one
ANDS that are pending FDA and Health Canada approval, respectively.

Our Strategy

Our Hypermatrix™ technologies are central to the development and manufacture of novel and generic controlled-release
and targeted-release oral solid dosage drugs. The Hypermatrix™ technologies are a multidimensional controlled-release
drug delivery platform that we believe can be applied to the efficient development of a wide range of existing and new
pharmaceuticals. We believe that the flexibility of these technologies allows us to develop complex drug delivery
solutions within an industry-competitive timeframe. Based on this technology platform, we have developed several
drug delivery systems and a pipeline of products (some of which have received FDA approval) and product candidates
in various stages of development, including ANDAs filed with the FDA and one ANDS filed with Health Canada and
one NDA filing, in therapeutic areas that include neurology, cardiovascular, GIT, diabetes and pain. We expect that
certain, but not all, of the products in our pipeline may be developed from time to time for third parties pursuant to

drug development agreements with those third parties, under which our commercialization partner may pay certain of
the expenses of development, make certain milestone payments to us and receive a share of revenues or profits if the
drug is developed successfully to completion, the control of which would generally be in the discretion of our drug
development partner.
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The principal focus of our development activities previously targeted difficult-to-develop controlled-release generic
drugs which follow an ANDA regulatory path. Our current development effort is increasingly directed towards
improved difficult-to-develop controlled-release drugs which follow an NDA 505(b)(2) regulatory pathway. We have
increased our research and development emphasis towards specialty new product development, facilitated by the
505(b)(2) regulatory pathway, by advancing the product development program for both Oxycodone ER and
Regabatin™. We have also identified several additional 505(b)(2) product candidates for development in various
indication areas including cardiovascular, dermatology, pulmonary disease and oncology. The technology that is
central to our abuse deterrent formulation of our Oxycodone ER is the novel Point of Divergence Drug Delivery
System (“nPODDDS™”). nPODDDS™ is designed to provide for certain unique drug delivery features in a product. These
include the release of the active substance to show a divergence in a dissolution and/or bioavailability profile. The
divergence represents a point or a segment in a release timeline where the release rate, represented by the slope of the
curve, changes from an initial rate or set of rates to another rate or set of rates, the former representing the usually
higher rate of release shortly after ingesting a dose of the drug, and the latter representing the rate of release over a
later and longer period of time, being more in the nature of a controlled-release or sustained action. It is applicable for
the delivery of opioid analgesics in which it is desired to discourage common methods of tampering associated with
misuse and abuse of a drug, and also dose dumping in the presence of alcohol. It can potentially retard tampering
without interfering with the bioavailability of the product.

In addition, our Paradoxical OverDose Resistance Activating System, or PODRAS™, delivery technology was initially
introduced to enhance our Oxycodone ER product candidate. The PODRAS™ delivery technology platform was
designed to prevent overdose when more pills than prescribed are swallowed intact. Preclinical studies of prototypes

of oxycodone with PODRAS technology suggest that, unlike other third-party abuse-deterrent oxycodone products in
the marketplace, if more tablets than prescribed are deliberately or inadvertently swallowed, the amount of drug active
released over 24 hours may be substantially less than expected. However, if the prescribed number of pills is
swallowed, the drug release should be as expected. Certain aspects of our PODRAS technology are covered by U.S.
Patent Nos. 9,522,119, 9,700,515, 9,700,516 and 9,801,939 and Canadian Patent No. 2,910,865 issued by the U.S.
Patent and Trademark Office and the Canadian Intellectual Property Office in respect of “Compositions and Methods
for Reducing Overdose” in December 2016, July 2017 and October 2017, respectively. The issuance of these patents
provides us with the opportunity to accelerate our PODRAS™ development plan by pursuing proof of concept studies in
humans. We intend to incorporate this technology in future product candidates, including Oxycodone ER and other
similar pain products, as well as pursuing out-licensing opportunities.

The NDA 505(b)(2) pathway (which relies in part upon the FDA’s findings for a previously approved drug) both
accelerates development timelines and reduces costs in comparison to NDAs for new chemical entities.

An advantage of our strategy for development of NDA 505(b)(2) drugs is that our product candidates can, if approved
for sale by the FDA, potentially enjoy an exclusivity period which may provide for greater commercial opportunity
relative to the generic ANDA route.

The market we operate in is created by the expiration of drug product patents, challengeable patents and drug product
exclusivity periods. There are three ways that we employ our controlled-release technologies, which we believe
represent substantial opportunities for us to commercialize on our own or develop products or out-license our
technologies and products:

For branded immediate-release (multiple-times-per-day) drugs, we can formulate improved replacement products,
typically by developing new, potentially patentable, controlled-release once-a-day drugs. Among other out-licensing
opportunities, these drugs can be licensed to and sold by the pharmaceutical company that made the original
immediate-release product. These can potentially protect against revenue erosion in the brand by providing a clinically
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attractive patented product that competes favorably with the generic immediate-release competition that arises on
expiry of the original patent(s). The regulatory pathway for this approach requires NDAs via a 505(b)(2) application
for the U.S. or corresponding pathways for other jurisdictions where applicable.

Some of our technologies are also focused on the development of abuse-deterrent and overdose preventive pain
medications. The growing abuse and diversion of prescription “painkillers,” specifically opioid analgesics, is well
documented and is a major health and social concern. We believe that our technologies and know-how are aptly suited
to developing abuse-deterrent pain medications. The regulatory pathway for this approach requires NDAs via a
505(b)(2) application for the U.S. or corresponding pathways for other jurisdictions where applicable.
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For existing controlled-release (once-a-day) products whose active pharmaceutical ingredients (“APIs”) are covered by
drug molecule patents about to expire or already expired, or whose formulations are covered by patents about to
expire, already expired or which we believe we do not infringe, we can seek to formulate generic products which are
bioequivalent to the branded products. Our scientists have demonstrated a successful track record with such products,
having previously developed several drug products which have been commercialized in the U.S. by their former
employer/clients. The regulatory pathway for this approach requires ANDAs for the U.S. and ANDSs for Canada.

We intend to collaborate in the development and/or marketing of one or more products with partners, when we believe
that such collaboration may enhance the outcome of the project. We also plan to seek additional collaborations as a
means of developing additional products. We believe that our business strategy enables us to reduce our risk by

(a) having a diverse product portfolio that includes both branded and generic products in various therapeutic
categories, and (b) building collaborations and establishing licensing agreements with companies with greater
resources thereby allowing us to share costs of development and to improve cash-flow. There can be no assurance that
we will be able to enter into additional collaborations or, if we do, that such arrangements will be commercially viable
or beneficial.

Competitive Environment

We are engaged in a business characterized by extensive research efforts, rapid technological developments and
intense competition. Our competitors include medical technology, pharmaceutical, biotechnology and other
companies, universities and research institutions. All of these competitors currently engage in, have engaged in or may
engage in the future, in development, manufacturing, marketing and commercialization of new pharmaceuticals and
existing pharmaceuticals, some of which may compete with our present or future products and product candidates.

Our drug delivery technologies may compete with existing drug delivery technologies, as well as new drug delivery
technologies that may be developed or commercialized in the future. Any of these drugs and drug delivery
technologies may receive government approval or gain market acceptance more rapidly than our products and product
candidates. As a result, our products and product candidates may become non-competitive or obsolete.

We believe that our ability to successfully compete will depend on, among other things, the efficacy, safety and
reliability of our products and product candidates, the timing and scope of regulatory approval, the speed at which we
develop product candidates, our, or our commercialization partners’, ability to manufacture and sell commercial
quantities of a product to the market, product acceptance by physicians and other professional healthcare providers,
the quality and breadth of our technologies, the skills of our employees and our ability to recruit and retain skilled
employees, the protection of our intellectual property, and the availability of substantial capital resources to fund
development and commercialization activities.

Manufacturing

We have internal manufacturing capabilities consisting of current Good Laboratory Practices (“cGLP”) research
laboratories and a current Good Manufacturing Process (“cGMP”’) manufacturing plant for solid oral dosage forms at
our facility located at 30 Worcester Road in Toronto, Ontario, Canada, MOW 5X2 (the “Toronto Facility””). Raw
materials used in manufacturing our products are available from a number of commercial sources and the prices for
such raw materials are generally not particularly volatile. In October 2014, the FDA provided us with written
notification that the Toronto Facility had received an “acceptable” classification. Such inspections are carried out on a
regular basis by the FDA and an “acceptable” classification is necessary to permit us to be in a position to receive final
approvals for ANDAs and NDAs and to permit manufacturing of drug products intended for commercial sales in the
United States after any such approvals. Similarly, Health Canada completed an inspection of our Toronto Facility in
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September 2015 which resulted in a “compliant” rating. Once we have completed certain renovations to our
newly-leased property located at 22 Worcester Road in Toronto, Ontario, Canada, MOW 5X2, we would request an
inspection by regulatory agencies which will determine compliance of the facility with cGMP.

Intellectual Property

Proprietary rights are an important aspect of our business. These include know-how, trade secrets and patents.
Know-how and trade secrets are protected by internal company policies and operating procedures, and where
necessary, by contractual provisions with development partners and suppliers. We also seek patent protection for
inventive advances which form the basis of our drug delivery technologies. With respect to particular products, we
may seek patent protection on the commercial composition, our methods of production and our uses, to prevent the
unauthorized marketing and sale of competitive products.
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Patents which relate to and protect various aspects of our HypermatrixTM family of drug delivery technologies
include the following United States, Japanese, Chinese, Indian, Canadian and European patents which have been

issued to us:

Country Issue Date Issue No.

October 31,

USA. 50
US.A. ;‘(1)?7“’
US.A. ;‘(1)?7“’
U.S.A. I;(‘;f620’
US.A. ;‘(1)?514’
U.S.A. ’;(;15412’
U.S.A. 12)(?1%10,
U.S.A. 1;/(1):1212,
U.S.A. %Tlls’
U.S.A. 12)(?10028,
U.S.A. ’;815615’
U.S.A. Oct 5, 2004
U.S.A. 1;(%25’
U.S.A. ’;815319’
U.S.A. 12,\1(?0212’
U.S.A. Oct 2, 2001
Japan ?&gszg’

Japan Jan 17,2014

Japan Aug 8, 2014
Aug 30,
Japan 2013
) Feb 10,
India 2015
Burope Nov 26,
P€ 2014
Canada

9,801,939
9,700,516
9,700,515
9,522,119
9,078,827
8,802,139
8,603,520
8,394,409
7,906,143
7,858,119

7,090,867
6,800,668
6,652,882

6,607,751

6,479,075
6,296,876
5,798,293

5,457,830
5,592,547

5,349,290
265,141

2,007,360
2,579,382

Title

Compositions and Methods For Reducing Overdose
Compositions and Methods For Reducing Overdose
Compositions and Methods For Reducing Overdose
Compositions and Methods For Reducing Overdose

Pharmaceutical Composition Having Reduced Abuse Potential

Proton Pump-Inhibitor-Containing Capsules Which Comprise Subunits Differently
Structured For A Delayed Release Of The Active Ingredient

Oral Multi-functional Pharmaceutical Capsule Preparations of Proton Pump
Inhibitors

Controlled Extended Drug Release Technology

Controlled Release Pharmaceutical Delivery Device and Process for Preparation
Thereof

Extended Release Pharmaceuticals

Controlled Release Delivery Device for Pharmaceutical Agents Incorporating
Microbial Polysaccharide Gum
Syntactic Deformable Foam Compositions and Methods for Making

Controlled Release Formulation Containing Bupropion

Novel Controlled Release Delivery Device for Pharmaceutical Agents
Incorporating Microbial Polysaccharide Gum

Pharmaceutical Formulations for Acid Labile Substances
Pharmaceutical Formulations for Acid Labile Substances
Pharmaceutical Composition Having Reduced Abuse Potential

Controlled Release Delivery Device Comprising An Organosol Coat
Drug Delivery Composition

Drug Delivery Composition
Pharmaceutical Composition Having Reduced Abuse Potential

Controlled Release Delivery Device Comprising an Organosol Coat

Controlled Release Delivery Device
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Jan 28,2014 2,571,897
Apr 8, 2014 2,576,556

Mar 11,
2014
Jun 19,
2012
Sep 25,
2012
Feb 22,
2011
Mar 15,
2005

2,648,280
2,626,558
2,529,984
2,459,857

2,435,276

Controlled Extended Drug Release Technology
Drug Delivery Device

Controlled Release Delivery Device Comprising an Organosol Coat

Pharmaceutical Composition having Reduced Abuse Potential

Oral Multi-Functional Pharmaceutical Capsule Preparations of Proton Pump
Inhibitors

Combinatorial Type Controlled Release Drug Delivery Device

Syntactic Deformable Foam Compositions and Methods for Making
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Regulatory Requirements

We focus on the development of both branded drug products (which require NDAs) and generic drug products (which
require ANDASs). The research and development, manufacture and marketing of controlled-release pharmaceuticals
are subject to regulation by U.S., Canadian and other governmental authorities and agencies. Such national agencies
and other federal, state, provincial and local entities regulate the testing, manufacturing, safety and promotion of our
products. The regulations applicable to our products may change as the currently limited number of approved
controlled-release products increases and regulators acquire additional experience in this area.

United States Regulation
New Drug Application

We will be required by the FDA to comply with NDA procedures for our branded products prior to commencement of
marketing by us or our licensees. New drug compounds and new formulations for existing drug compounds which
cannot be filed as ANDAs, but follow a 505(b)(2) regulatory pathway, are subject to NDA procedures.

These procedures for a new drug compound include (a) preclinical laboratory and animal toxicology tests; (b) scaling
and testing of production batches; (c) submission of an IND, and subsequent approval is required before any human
clinical trials can commence; (d) adequate and well controlled replicate human clinical trials to establish the safety
and efficacy of the drug for its intended indication; (e) the submission of an NDA to the FDA; and (f) FDA approval
of an NDA prior to any commercial sale or shipment of the product, including pre-approval and post-approval
inspections of our manufacturing and testing facilities. If all of this data in the product application is owned by the
applicant, the FDA will issue its approval without regard to patent rights that might be infringed or exclusivity periods
that would affect the FDA’s ability to grant an approval if the application relied upon data which the applicant did not
own.

Preclinical laboratory and animal toxicology tests may have to be performed to assess the safety and potential efficacy
of the product. The results of these preclinical tests, together with information regarding the methods of manufacture
of the products and quality control testing, are then submitted to the FDA as part of an IND requesting authorization to
initiate human clinical trials. Once the IND notice period has expired, clinical trials may be initiated, unless an FDA
hold on clinical trials has been issued.

A new formulation for an existing drug compound requires a 505(b)(2) application. This application contains full
reports of investigations of safety and effectiveness but at least some information required for approval comes from
studies not conducted by or for the applicant and for which the applicant has not obtained a right of reference. A
505(b)(2) application is submitted when some specific information necessary for approval is obtained from: (1)
published literature and/or (2) the FDA findings of safety and effectiveness for an approved drug. The FDA has
implemented this approach to encourage innovation in drug development without requiring duplicative studies while
protecting the patent and exclusivity rights for the approved drug. A 505(b)(2) application can be submitted for a new
chemical entity, a new molecular entity or any changes to previously approved drugs such as dosage form, strength,
route of administration, formulation, indication, or bioinequivalence where the application may rely on the FDA’s
finding on safety and effectiveness of the previously approved drug. In addition, the applicant may also submit a
505(b)(2) application for a change in drug product that is eligible for consideration pursuant to a suitability petition.
For example, a 505(b)(2) application would be appropriate for a controlled-release product that is bioinequivalent to a
reference listed drug where the proposed product is at least as bioavailable and the pattern of release is at least as
favorable as the approved pharmaceutically equivalent product. A 505(b)(2) application may be granted three years of
exclusivity if one or more clinical investigations, other than bioavailability/bioequivalence studies, was essential to the
approval and conducted or sponsored by the applicant; five years of exclusivity granted if it is for a new chemical
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entity. A 505(b)(2) application may also be eligible for orphan drug and pediatric exclusivity.
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A 505(b)(2) application must contain the following: (1) identification of those portions of the application that rely on
the information the applicant does not have a right of reference, (2) identification of any or all listed drugs by
established name, proprietary name, dosage form, strength, route of administration, name of the listed drug’s sponsor,
and the application number if application relies on the FDA’s previous findings of safety and effectiveness for a listed
drug, (3) information with respect to any patents that claim the drug or the use of the drug for which approval is
sought, (4) patent certifications or statement with respect to any relevant patents that claim the listed drug, (5) if
approval for a new indication, and not for the indications approved for the listed drug, a certification so stating, (6) a
statement as to whether the listed drug has received a period of marketing exclusivity, (7)
bioavailability/bioequivalence studies comparing the proposed product to the listed drug (if any) and (8) studies
necessary to support the change or modification from the listed drugs or drugs (if any). Before submitting the
application, the applicant should submit a plan to identify the types of bridging studies that should be conducted and
also the components of application that rely on the FDA’s findings of safety and effectiveness of a previously approved
drug product. We intend to generate all data necessary to support FDA approval of the applications we file. A
505(b)(2) application must provide notice of certain patent certifications to the NDA holder and patent owner, and
approval may be delayed due to patent or exclusivity protections covering an approved product.

Clinical trials involve the administration of a pharmaceutical product to individuals under the supervision of qualified
medical investigators who are experienced in conducting studies under “Good Clinical Practice” guidelines. Clinical
studies are conducted in accordance with protocols that detail the objectives of a study, the parameters to be used to
monitor safety and the efficacy criteria to be evaluated. Each protocol is submitted to the FDA and to an Institutional
Review Board prior to the commencement of each clinical trial. Clinical studies are typically conducted in three
sequential phases, which may overlap. In Phase I, the initial introduction of the product into human subjects, the
compound is tested for absorption, safety, dosage, tolerance, metabolic interaction, distribution, and excretion. Phase
IT involves studies in a limited patient population with the disease to be treated to (1) determine the efficacy of the
product for specific targeted indications, (2) determine optimal dosage and (3) identify possible adverse effects and
safety risks. In the event Phase II evaluations demonstrate that a pharmaceutical product is effective and has an
acceptable safety profile, Phase III clinical trials are undertaken to further evaluate clinical efficacy of the product and
to further test its safety within an expanded patient population at geographically dispersed clinical study sites. Periodic
reports on the clinical investigations are required.

We, or the FDA, may suspend clinical trials at any time if either party believes the clinical subjects are being exposed
to unacceptable health risks. The results of the product development, analytical laboratory studies and clinical studies
are submitted to the FDA as part of an NDA for approval of the marketing and commercialization of a pharmaceutical
product.

Abbreviated New Drug Application

In certain cases, where the objective is to develop a generic version of an approved product already on the market in
controlled-release dosages, an ANDA may be filed in lieu of filing an NDA. Under the ANDA procedure, the FDA
waives the requirement to submit complete reports of preclinical and clinical studies of safety and efficacy and instead
requires the submission of bioequivalency data, that is, demonstration that the generic drug produces the same effect
in the body as its brand-name counterpart and has the same pharmacokinetic profile, or change in blood concentration
over time. The ANDA procedure is available to us for a generic version of a drug product approved by the FDA. In
certain cases, an ANDA applicant may submit a suitability petition to the FDA requesting permission to submit an
ANDA for a drug product that differs from a previously approved reference drug product (the “Listed Drug”) when the
change is one authorized by statute. Permitted variations from the Listed Drug include changes in: (1) route of
administration, (2) dosage form, (3) strength and (4) one of the active ingredients of the Listed Drug when the Listed
Drug is a combination product. The FDA must approve the petition before the ANDA may be submitted. An applicant
is not permitted to petition for any other kinds of changes from Listed Drugs. The information in a suitability petition
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must demonstrate that the change from the Listed Drug requested for the proposed drug product may be adequately
evaluated for approval without data from investigations to show the proposed drug product’s safety or effectiveness.
The advantages of an ANDA over an NDA include reduced research and development costs associated with bringing
a product to market, and generally a shorter review and approval time at the FDA.

GDUFA implemented substantial fees for new ANDAs, Drug Master Files, product and establishment fees and a
one-time fee for back-logged ANDAs pending approval as of October 1, 2012. In return, the program is intended to
provide faster and more predictable ANDA reviews by the FDA and more timely inspections of drug facilities. For the
FDA'’s fiscal years 2016 and 2017, respectively, the user fee rates are $76,030 and $70,480 for new ANDAs, $38,020
and $35,240 for Prior Approval Supplements, and $17,434 for each ANDA already on file at the FDA. For the FDA’s
fiscal years 2016 and 2017, there is also an annual facility user fee of $258,905 and $273,646, respectively. Effective
October 1, 2017, for the FDA’s fiscal year 2018, the FDA will charge an annual facility user fee of $226,087 plus a
new general program fee of $159,079. Under GDUFA, generic product companies face significant penalties for failure
to pay the new user fees, including rendering an ANDA not “substantially complete” until the fee is paid. It is currently
uncertain the effect the new fees will have on our ANDA process and business. However, any failure by us or our
suppliers to pay the fees or to comply with the other provisions of GDUFA may adversely impact or delay our ability
to file ANDAs, obtain approvals for new generic products, generate revenues and thus may have a material adverse
effect on our business, results of operations and financial condition.
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Patent Certification and Exclusivity Issues

ANDAs and/or NDA:s, filed under Paragraph IV of the Hatch Waxman Act, which seek approval by a non-brand
owner to market a generic version of a branded drug product prior to the expiry of patents owned or listed in the
Orange Book (the “Listed Patents”) as applicable to the brand owner’s product, are required to include certifications
pursuant to Paragraph IV that either the Listed Patents are invalid or that the applicant’s drug product does not infringe
the Listed Patents. In such circumstances, the owner of the branded drug and/or the holder of the patents may
commence patent infringement litigation against the applicant. In such a case, the FDA is not empowered to approve
such pending ANDA or NDA until the expiry of 30 months from the commencement of such litigation, unless within
such 30 month period the said patents are found to be invalid, or the drug product covered by the ANDA or NDA is
finally found by a court not to infringe such patents.

Under the U.S. Food, Drug and Cosmetic Act (“FDC Act”), the first filer of an ANDA (but not an NDA) with a
“non-infringement” certification is entitled, if its drug product is approved, to receive 180 days of market exclusivity.
Subsequent filers of generic products, if non-infringing and approved by the FDA, are entitled to market their products
six months after the first commercial marketing of the first filer’s generic product. A company having FDA approval
and permission from the original brand owner is able to market an authorized generic at any time. The 180-day
exclusivity period can be forfeited if the first applicant withdraws its application or the FDA considers the application
to have been withdrawn, the first applicant amends or withdraws Paragraph I'V Certification for all patents qualifying
for 180 day exclusivity, or the first applicant fails to obtain tentative approval within 30 months after the date filed,
unless failure is due to a change in review requirements. The preservation of the 180 day exclusivity period related to
the first-to-file status of a drug not approved within 30 months after the date filed, generally requires that an
application be made to the FDA for extension of the time period where the delay has been due to a change in the
review requirements for the drug. The approval of the continued first-to-file status in such circumstances is subject to
the discretion of the FDA. There can be no assurance that the FDA would accede to such a request if made.

Patent expiration refers to expiry of U.S. patents (inclusive of any extensions) on drug compounds, formulations and
uses. Patents outside the United States may differ from those in the United States. Under U.S. law, the expiration of a
patent on a drug compound does not create a right to make, use or sell that compound. There may be additional
patents relating to a person’s proposed manufacture, use or sale of a product that could potentially prohibit such
person’s proposed commercialization of a drug compound.

The FDC Act contains other market exclusivity provisions that offer additional protection to pioneer drug products
which are independent of any patent coverage that might also apply. Exclusivity refers to the fact that the effective

date of approval of a potential competitor’s ANDA for a generic of the pioneer drug may be delayed or, in certain
cases, an ANDA may not be submitted until the exclusivity period expires. Five years of exclusivity are granted to the
first approval of a “new chemical entity”. Three years of exclusivity may apply to products which are not new chemical
entities, but for which new clinical investigations are essential to the approval. For example, a new indication for use,
or a new dosage strength of a previously approved product, may be entitled to exclusivity, but only with respect to that
indication or dosage strength. Exclusivity only offers protection against a competitor entering the market via the
ANDA route, and does not operate against a competitor that generates all of its own data and submits a full NDA.

If applicable regulatory criteria are not satisfied, the FDA may deny approval of an NDA or an ANDA or may require
additional testing. Product approvals may be withdrawn if compliance with current or future regulatory standards is
not maintained or if problems occur after the product reaches the market. The FDA may require further testing and
surveillance programs to monitor the pharmaceutical product that has been commercialized. Non-compliance with
applicable requirements can result in additional penalties, including product seizures, injunction actions and criminal
prosecutions.
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Canadian Regulation

The requirements for selling pharmaceutical drugs in Canada are substantially similar to those of the United States
described above.

Investigational New Drug Application

Before conducting clinical trials of a new drug in Canada, we must submit a Clinical Trial Application (“CTA”) to the
Therapeutic Products Directorate (‘“TPD”). This application includes information about the proposed trial, the methods
of manufacture of the drug and controls, preclinical laboratory and animal toxicology tests on the safety and potential
efficacy of the drug, and information on any previously executed clinical trials with the new drug. If, within 30 days
of receiving the application, the TPD does not notify us that our application is unsatisfactory, we may proceed with
clinical trials of the drug. The phases of clinical trials are the same as those described above under “United States
Regulation — New Drug Application”.

New Drug Submission

Before selling a new drug in Canada, we must submit a New Drug Submission (“NDS”’) or Supplemental New Drug
Submission (“sNDS”) to the TPD and receive a Notice of Compliance (“NOC”) from the TPD to sell the drug. The
submission includes information describing the new drug, including its proper name, the proposed name under which
the new drug will be sold, a quantitative list of ingredients in the new drug, the methods of manufacturing, processing,
and packaging the new drug, the controls applicable to these operations, the tests conducted to establish the safety of
the new drug, the tests to be applied to control the potency, purity, stability and safety of the new drug, the results of
bio-pharmaceutics and clinical trials as appropriate, the intended indications for which the new drug may be
prescribed and the effectiveness of the new drug when used as intended. The TPD reviews the NDS or sNDS. If the
submission meets the requirements of Canada’s Food and Drugs Act and Regulations, the TPD will issue an NOC for
the new drug.

Where the TPD has already approved a drug for sale in controlled-release dosages, we may seek approval from the
TPD to sell an equivalent generic drug through an ANDS. In certain cases, the TPD does not require the manufacturer
of a proposed drug that is claimed to be equivalent to a drug that has already been approved for sale and marketed, to
conduct clinical trials; instead, the manufacturer must satisfy the TPD that the drug is bioequivalent to the drug that
has already been approved and marketed.

The TPD may deny approval or may require additional testing of a proposed new drug if applicable regulatory criteria
are not met. Product approvals may be withdrawn if compliance with regulatory standards is not maintained or if
problems occur after the product reaches the market. Contravention of Canada’s Food and Drugs Act and Regulations
can result in fines and other sanctions, including product seizures and criminal prosecutions.

Proposals have recently been made that, if implemented, would significantly change Canada’s drug approval system.
In general, the recommendations emphasize the need for efficiency in Canadian drug review. Proposals include
establishment of a separate agency for drug regulation and modeling the approval system on those found in European
Union countries. There is no assurance, however, that such changes will be implemented or, if implemented, will
expedite the approval of new drugs.

The Canadian government has regulations which can prohibit the issuance of an NOC for a patented medicine to a
generic competitor, provided that the patentee or an exclusive licensee has filed a list of its Canadian patents covering
that medicine with the Minister of Health and Welfare. After submitting the list, the patentee or an exclusive licensee
can commence a proceeding to obtain an order of prohibition directed to the Minister prohibiting him or her from
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issuing an NOC. The minister may be prohibited from issuing an NOC permitting the importation or sale of a patented
medicine to a generic competitor until patents on the medicine expire or the waiver of infringement and/or validity of
the patent(s) in question is resolved by litigation in the manner set out in such regulations. There may be additional
patents relating to a company’s proposed manufacture, use or sale of a product that could potentially prohibit such
company’s proposed commercialization of a drug compound.

Certain provincial regulatory authorities in Canada have the ability to determine whether the consumers of a drug sold
within such province will be reimbursed by a provincial government health plan for that drug by listing drugs on
formularies. The listing or non-listing of a drug on provincial formularies may affect the prices of drugs sold within
provinces and the volume of drugs sold within provinces.

Additional Regulatory Considerations

Sales of our products by our licensees outside the United States and Canada will be subject to regulatory requirements

governing the testing, registration and marketing of pharmaceuticals, which vary widely from country to country.
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Under the U.S. Generic Drug Enforcement Act, ANDA applicants (including officers, directors and employees) who
are convicted of a crime involving dishonest or fraudulent activity (even outside the FDA regulatory context) are
subject to debarment. Debarment is disqualification from submitting or participating in the submission of future
ANDAS for a period of years or permanently. The Generic Drug Enforcement Act also authorizes the FDA to refuse to
accept ANDAs from any company which employs or uses the services of a debarred individual. We do not believe
that we receive any services from any debarred person.

In addition to the regulatory approval process, pharmaceutical companies are subject to regulations under provincial,
state and federal law, including requirements regarding occupational safety, laboratory practices, environmental
protection and hazardous substance control, and may be subject to other present and future local, provincial, state,
federal and foreign regulations, including possible future regulations of the pharmaceutical industry. We believe that
we are in compliance in all material respects with such regulations as are currently in effect.

Before medicinal products can be distributed commercially, a submission providing detailed information must be
reviewed and approved by the applicable government or agency in the jurisdiction in which the product is to be
marketed. The regulatory review and approval process varies from country to country.

Property, Plant and Equipment

On December 1, 2015, we entered into a lease agreement for a 25,000 square foot facility located at 30 Worcester
Road Toronto, Ontario, Canada MOW 5X2 (30 Worcester Road”), as well as a 40,000 square foot facility on the
adjoining property located at 22 Worcester Road, Toronto, Ontario, Canada MOW 5X2, both of which are owned
indirectly by the same landlord (‘22 Worcester Road”, and together with 30 Worcester Road, the “Combined Properties™)
for a five-year term with a five-year renewal option. Basic rent over the five-year term is C$240,000 per annum for the
Combined Properties, subject to an annual consumer price inflation adjustment, and we are responsible for utilities,
municipal taxes and operating expenses for the leased property. With these two leased premises, we now have use of
65,000 square feet of commercial space to accommodate our growth objectives over the next several years. We also
have an option to purchase the Combined Properties after March 1, 2017 until November 30, 2020 based on a fair
value purchase formula. We use our facility at 30 Worcester Road as a current Good Laboratory Practices research
laboratory, office space, and cGMP scale-up and small to medium-scale manufacturing plant for solid oral dosage
forms. The facility at 30 Worcester Road consists of approximately 4,900 square feet for administrative space, 4,300
square feet for R&D, 9,200 square feet for manufacturing, and 3,000 square feet for warehousing. The 22 Worcester
Road building provides approximately 35,000 square feet of warehouse space and approximately 5,000 square feet of
office space. The current lease also provides us with a right of first refusal to purchase the Combined Properties. The
landlord is required to provide us with at least 60 days prior written notice and the desired sale price for the Combined
Properties prior to offering the premises to a third party or on the open market. We have five business days to accept
such offer and purchase price for a transaction to close within 60 days of the notice. If we decline the offer, the
landlord is entitled to offer and sell the properties for a purchase price of not less than the price offered to us for a
period of 180 days, after which time the landlord is again obliged to offer the properties to us before offering them to a
third party or on the open market.

We continually monitor our facility requirements in the context of our needs and we expect these requirements to
change commensurately with our activities.

SELECTED FINANCIAL DATA
The following selected financial data of the Company has been derived from the audited consolidated financial

statements of the Company as at and for the years ended November 30, 2017, 2016, 2015, 2014, and 2013. As a result
of the IPC Arrangement Agreement completed on October 22, 2009, we selected a November 30 year end. The
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comparative number of shares issued and outstanding, basic and diluted loss per share have been amended to give
effect to this arrangement transaction. These statements were prepared in accordance with U.S. GAAP. All dollar
amounts in this prospectus are expressed in U.S. dollars, unless otherwise indicated.
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(in thousands of U.S. dollars, except for per share data)

(Unaudited) As at and for the As at and for the As at and for the As at and for the As at and for the
As at and for the
six months ended Y& ended year ended year ended year ended year ended
May 31, 2018 November 30, November 30, November 30, November 30, November 30,
’ 2017 2016 2015 2014 2013
Revenue 911 5,504 2,247 4,094 8,770 1,527
Net loss for
the year (6,009) (8,857) (10,144) (7,436) (3,856) (11,495)
Total assets 6,668 7,397 7,974 5,224 7,875 4,380
Total 7,699 7,010 6,858 5,362 2,966 10,335
liabilities
Net assets (1,031) 387 1,116 (138) 4,909 (5,955)
Capital stock 38,698 35,290 29,831 21,481 18,941 11,721
Loss per share
- basic and (1.57) (2.86) (3.80) (3.13) (1.67) (5.84)
diluted
Dividends - - - - - -
Weighted
average 3,831 3,101 2,670 2,377 2,305 1,967
common
shares

MANAGEMENT DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis should be read in conjunction with the historical consolidated financial
statements of the Company the other financial information appearing elsewhere in, or incorporated by reference into,
this prospectus. This discussion contains forward-looking statements that involve risks and uncertainties. Please see
“Cautionary Note Regarding Forward-Looking Information” for a discussion of the risks, uncertainties and other factors
associated with these statements. The results of operations for the periods reflected herein are not necessarily
indicative of results that may be expected for future periods, and our actual results may differ materially from those
discussed in our forward-looking statements as a result of various factors, including, but not limited to, those listed
under “Risk Factors” on page 6 of this prospectus and those included elsewhere in, or incorporated by reference into,
this prospectus. The consolidated financial statements have been prepared in accordance with U.S. GAAP. All
amounts are expressed in United States dollars unless otherwise noted. Annual references are to the Company’s fiscal
years, which ended on November 30, 2017, 2016 and 2015.

Operating Results

Our results of operations have fluctuated significantly from period to period in the past and are likely to do so in the
future. We anticipate that our quarterly and annual results of operations will be impacted for the foreseeable future by
several factors, including the timing of approvals to market our product candidates in various jurisdictions and any
resulting licensing revenue, milestone revenue, product sales, the number of competitive products and the extent of
any aggressive pricing activity, wholesaler buying patterns, the timing and amount of payments received pursuant to
our current and future collaborations with third parties, the existence of any first-to-file exclusivity periods, and the
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progress and timing of expenditures related to our research, development and commercialization efforts. Due to these
fluctuations, we presently believe that the period-to-period comparisons of our operating results are not a reliable
indication of our future performance.

Six Months Ended May 31, 2018 Compared to the Six Month Ended May 31, 2017
Revenue

The Company recorded revenues of $911,485 for the six months ended May 31, 2018 versus $3,236,878 for the six
months ended May 31, 2017. Such revenues consisted primarily of licensing revenues from commercial sales of the
15, 25, 30 and 35 mg strengths of our generic Focalin XR® under the Par Agreement. The decrease in revenues in the
six months ended May 31, 2018 compared to the six months ended May 31, 2017 is primarily due to considerably
lower profit share payments from sales of generic Focalin XR® capsules in the U.S. Beginning in early 2018, we
began to see significant impact from aggressive pricing by competitors, resulting in a marked increase in gross-to-net
deductions such as wholesaler rebates, chargebacks and pricing adjustments. These deductions often have the most
impact in the first month they are applied and we have begun to see some improvement in product profitability from
the first quarter of 2018 to the second quarter. Despite some improvement, overall profitability remains substantially
lower than in 2017.
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Revenues from generic Seroquel XR® are still well below levels expected at the launch of the product in 2017,
primarily due to the Company’s commercial partner entering the market later than planned. Several initiatives to gain
market share have shown some improved returns, however, it is expected to take some time to determine if the
product can achieve meaningful market penetration. Management is continuing to evaluate strategic options to
improve returns from this product.

Cost of goods sold

The Company recorded cost of goods sold of $65,874 for the six months ended May 31, 2018 versus $211,372 for the
six months ended May 31, 2017. Cost of sales for the six months ended May 31, 2018, reflects the Company’s
manufacturing shipment of generic Seroquel XR® to Mallinckrodt.

Research and Development

Expenditures for R&D for the six months ended May 31, 2018 were lower by $249,371 compared to the six months
ended May 31, 2017. The decrease is primarily due to lower stock option compensation expense in the six months
ended May 31, 2018 compared to the six months ended May 31, 2017. We recorded higher stock option compensation
expense, as a result of certain performance-based stock options vesting upon FDA approvals, as described below.

In the six months ended May 31, 2018, we recorded $67,995 of expenses for stock-based compensation for R&D
employees compared to $1,602,025 for the six months ended May 31, 2017, of which $1,577,772 was for expenses
related to performance-based stock options which vested on FDA approval for metformin hydrochloride extended
release tablets in February 2017 and FDA approval of our quetiapine fumarate extended release tablets in May 2017.

After adjusting for the stock-based compensation expenses discussed above, expenditures for R&D for the six months
ended May 31, 2018 were higher by $1,284,659 compared to the six months ended May 31, 2017. The increase was
primarily due to an increase in third party R&D expenditures as a result of ongoing clinical trials for Oxycodone ER.

Selling, General and Administrative

Selling, general and administrative expenses were $1,981,319 for the six months ended May 31, 2018 in comparison
to $1,718,225 for the six months ended May 31, 2017, an increase of $263,094. The increase is due to higher expenses
related to wages and benefits and administrative costs discussed in greater detail below.

Administrative costs for the six months ended May 31, 2018 were $1,042,642 in comparison to $838,983 in the six
months ended May 31, 2017. The increase in the six months ended May 31, 2018 was due to the increase in
professional fees and legal fees.

Expenditures for wages and benefits for the six months ended May 31, 2018 were $629,867 in comparison to
$582,702 in the six months ended May 31, 2017. For the six months ended May 31, 2018, we recorded $26,811 as
expense for stock-based compensation compared to an expense of $42,843 for the six months ended May 31, 2017.
After adjusting for the stock-based compensation expenses, expenditures for wages for the six months ended May 31,
2018 were higher by $63,197 compared to the six months ended May 31, 2017. The increase is attributable to higher
compensation expense due to staff additions.

Marketing costs for the six months ended May 31, 2018 were $238,633 in comparison to $229,055 in the six months

ended May 31, 2017. This increase is primarily the result of an increase in travel expenditures related to business
development and investor relations activities.
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Occupancy costs for the six months ended May 31, 2018 were $70,177 in comparison to $67,485 for the six months
ended May 31, 2017. The slight increase is due to the incremental cost of leasing an adjoining facility in order to meet
the Company’s anticipated growth requirements.

Depreciation
Depreciation expenses for the six months ended May 31, 2018 were $302,026 in comparison to $198,362 in the six

months ended May 31, 2017. The increase is primarily due to the additional investment in production, laboratory and
computer equipment during the six months ended May 31, 2018.
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Foreign Exchange Gain

Foreign exchange gain was $7,700 for the six months ended May 31, 2018 in comparison to a gain of $17,306 in the
six months ended May 31, 2017. The foreign exchange gain for the six months ended May 31, 2018 was due to the
strengthening of the U.S. dollar against the Canadian dollar during the six months ended May 31, 2018 as the
exchange rates changed to $1.00 for C$1.2948 as at May 31, 2018 from $1.00 for C$1.2888 as at November 30, 2017.
The foreign exchange gain for the six months ended May 31, 2017 was due to the strengthening of the U.S. dollar
against the Canadian dollar during the six months ended May 31, 2017 as the exchange rates changed to $1.00 for
C$1.3500 as at May 31, 2017 from $1.00 for C$1.3429 as at November 30, 2016.

Interest Income

Interest income for the six months ended May 31, 2018 was lower by $15,011 in comparison to the prior period. For
the six months ended May 31, 2018 interest was lower largely due to interest received on input tax credit refunds
under the Scientific Research & Experimental Development incentive program in the second quarter of 2017.

Interest Expense

Interest expense for the six months ended May 31, 2018 was higher by $109,225 compared with the prior period. This
is due to interest expense paid on the 2013 Debenture which accrues interest payable at 12% annually and the related
conversion option embedded derivative accreted at an annual imputed interest of approximately 4.9% in the first six
months of 2018 in comparison to the first six months of 2017 when the 2013 Debenture imputed interest was
approximately 15.2%.

Net Loss

The Company recorded net loss for the six months ended May 31, 2018 of $6,008,864 or $1.57 per Common Share,
compared with a net loss of $3,796,190 or $1.26 per Common Share for the six months ended May 31, 2017. In the
six months ended May 31, 2018, the higher net loss is attributed to the lower licensing revenues from commercial
sales of generic Focalin XR® combined with increased legal and other administrative expenses. In the six months
ended May 31, 2017, the net loss was attributed to the ongoing R&D and selling, general and administrative expenses.
The lower net loss in 2017 is primarily attributed to higher licensing revenues from commercial sales of Focalin XR®,
partially offset by an increase in performance based stock option expense.

Year Ended November 30, 2017 Compared to the Year Ended November 30, 2016
Revenue

The Company recorded revenues of $5,504,452 for the year ended November 30, 2017 versus $2,247,002 for the year
ended November 30, 2016. Revenues consisted primarily of licensing revenues from commercial sales of the 10, 15,
20, 25, 30 and 35 mg of generic Focalin XR® under the Par Agreement. The increase in revenues in the current year
period is primarily due to the launch in January 2017 of the 25 and 35 mg strengths of generic Focalin XR® capsules
in the U.S. and also reflects revenue from the Company’s generic Seroquel XR® launched by Mallinckrodt in June
2017. The Company’s revenues on the 25 and 35 mg strengths of generic Focalin XR® showed some decline
commencing July 2017 when their six month exclusivity expired, but have since leveled off. The 15 and 30mg
strengths continue to perform well, with the 10 and 20 mg strengths contributing less due to their launch date being
late August 2017. The 5 and 40 mg strengths did not contribute at all to top line revenue in fiscal 2017 as the products
were not in the market until after year end. Revenues from generic Seroquel XR® were considerably lower than
originally anticipated, primarily due to timing of the product launch, which was several weeks after other generics

137



Edgar Filing: Intellipharmaceutics International Inc. - Form F-1

entered the market. As such, it is expected to take some time to gain market share as wholesaler contracts come up for
renewal. Revenues under the Par and Mallinckrodt agreements represents the commercial sales of the generic products
in those strengths and may not be representative of future sales.

Cost of goods sold
The Company recorded cost of goods sold of $704,006 for the year ended November 30, 2017 versus $0 for the year
ended November 30, 2016. Cost of sales for the year ended November 30, 2017, reflects the Company’s shipments of

generic Seroquel XR® to Mallinckrodt which are manufactured by the Company and supplied to Mallinckrodt on a
cost-plus basis. This product was not marketed or sold prior to fiscal 2017.
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Research and Development

Expenditures for R&D for the year ended November 30, 2017 were higher by $1,104,617 compared to the year ended
November 30, 2016. The increase is primarily due to higher stock option compensation expense as a result of certain
performance based stock options vesting upon FDA approval of quetiapine fumarate extended release tablets in the
50, 150, 200, 300 and 400 mg strengths, as detailed below. R&D expenses are also higher due to higher third party
consulting fees associated with our preparation for the FDA Advisory Committee meeting in relation to our
Oxycodone ER NDA filing.

In the year ended November 30, 2017, we recorded $1,654,051 of expenses for stock-based compensation for R&D
employees, of which $1,577,772 was for expenses related to performance based stock options which vested on FDA
approval for metformin hydrochloride extended release tablets in February 2017 and FDA approval of our quetiapine
fumarate extended release tablets in May 2017. In the year ended November 30, 2016, we recorded $1,995,805 as
expense for stock based compensation for R&D employees, of which $620,632 was for expenses related to
performance based stock options which vested on FDA approval of our generic Keppra XR® in February 2016.

After adjusting for the stock-based compensation expenses discussed above, expenditures for R&D for the year ended
November 30, 2017 were higher by $1,446,371 compared to the year ended November 30, 2016. The increase was
primarily due to costs related to preparing for the FDA Advisory Committee meeting, an increase in third party R&D
expenditures and higher compensation expense.

Selling, General and Administrative

Selling, general and administrative expenses were $3,287,914 for the year ended November 30, 2017 in comparison to
$3,546,132 for the year ended November 30, 2016, a decrease of $258,218. The decrease is due to lower wages and
benefits and administrative costs offset by higher expenses related to marketing cost and occupancy cost discussed in
greater detail below.

Expenditures for wages and benefits for the year ended November 30, 2017 were $1,240,361 in comparison to
$1,454,501 in the year ended November 30, 2016. For the year ended November 30, 2017, we recorded $95,948 as
expense for stock-based compensation compared to an expense of $265,639 for the year ended November 30, 2016.
After adjusting for the stock-based compensation expenses, expenditures for wages for the year ended November 30,
2017 were lower by $44,449 compared to the year ended November 30, 2016. The decrease is attributable to the
accrual of bonuses to certain management employees in the year ended November 30, 2016, there were no bonuses
paid in the year ended November 30, 2017.

Administrative costs for the year ended November 30, 2017 were $1,402,253 in comparison to $1,558,633 in the year
ended November 30, 2016. The decrease relates primarily to lower professional fees.

Marketing costs for the year ended November 30, 2017 were $502,688 in comparison to $413,646 in the year ended
November 30, 2016. The increase is primarily the result of an increase in travel expenditures related to business
development and investor relations activities.

Occupancy costs for the year ended November 30, 2017 were $142,612 in comparison to $119,352 for the year ended
November 30, 2016. The increase is due to the incremental cost of leasing an adjoining facility in order to meet the

Company’s anticipated growth requirements.

Depreciation
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Depreciation expenses for the year ended November 30, 2017 were $506,961 in comparison to $385,210 in the year
ended November 30, 2016. The increase is primarily due to the additional investment in production, laboratory and
computer equipment during the year ended November 30, 2017.

Foreign Exchange Loss

Foreign exchange loss was $80,093 for the year ended November 30, 2017 in comparison to a loss of $22,470 in the
year ended November 30, 2016. The foreign exchange loss for the year ended November 30, 2017 was due to the
weakening of the Canadian dollar against the U.S. dollar during the year ended November 30, 2017 as the exchange
rates changed to $1.00 for C$1.2888 as at November 30, 2017 from $1.00 for C$1.3429 as at November 30, 2016. The
foreign exchange loss for the year ended November 30, 2016 was due to the weakening of the Canadian dollar against
the U.S. dollar during the year ended November 30, 2016 as the exchange rates changed to $1.00 for C$1.3429 as at
November 30, 2016 from $1.00 for C$1.3353 as at November 30, 2015.
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Interest Income

Interest income for the year ended November 30, 2017 was higher by $14,830 in comparison to the prior period. For
the year ended November 30, 2017 interest was higher largely due to interest received on input tax credit refunds
under the Scientific Research & Experimental Development program.

Interest Expense

Interest expense for the year ended November 30, 2017 was higher by $119,001 compared with the prior period. This
is due to interest expense paid in 2017 on the 2013 Debenture which accrues interest payable at 12% annually and the
related conversion option embedded derivative accreted at an annual imputed interest of approximately 15.2%, in
comparison to the first nine months of 2016 when the 2013 Debenture imputed interest was approximately 4.2%.

Net Loss

The Company recorded net loss for the year ended November 30, 2017 of $8,857,440 or $2.86 per Common Share,
compared with a net loss of $10,143,577 or $3.80 per Common Share for the year ended November 30, 2016. In the
year ended November 30, 2017, the net loss was attributed to the ongoing R&D and selling, general and
administrative expenses, partially offset by licensing revenues from commercial sales of generic Focalin XR® and to
a lesser extent, sales of generic Seroquel XR® shipped to Mallinckrodt. The net loss in 2017 is lower compared to
2016 due to higher licensing revenues which were partially offset by an increase in performance based stock option
expense and higher third party R&D expenditures. Revenue from commercial sales of generic Focalin XR® and
generic Seroquel XR® in the year ended November 30, 2017, was $4,269,691 versus $2,209,502 in fiscal 2016. This
is primarily due to the launch of additional strengths of generic Focalin XR® in 2017 as well as the launch of generic
Seroquel XR®. In the year ended November 30, 2016, the higher net loss was primarily attributed to lower licensing
revenues from commercial sales of generic Focalin XR® for 2016. To a lesser extent, the higher loss for the 2016
period was due to the accrual of management bonuses and additional compensation costs related to vested
performance options as a result of the FDA approval of generic Keppra XR® and the Company’s shareholders
approving an extension of the expiry date of the performance based stock options.

Year Ended November 30, 2016 Compared to the Year Ended November 30, 2015
Revenue

The Company recorded revenues of $2,247,002 for the year ended November 30, 2016 versus $4,093,781 for the year
ended November 30, 2015. For the year ended November 30, 2016, we recognized licensing revenue of $2,209,502
from commercial sales of 15 and 30 mg strengths of generic Focalin XR® capsules under the Par Agreement. The
decrease in revenues is primarily due to increased competition and a softening of pricing conditions for our generic
Focalin XR® capsules. A fifth generic competitor entered the market in the second half of 2015, resulting in increased
price competition and lower market share. Based on the most recent two month trend, our market share for the 15 and
30 mg strengths was approximately 30% for the combined strengths of our generic Focalin XR® capsules. In addition,
during the year ended November 30, 2016, the Company received a non-refundable up-front payment of $3,000,000
from Mallinckrodt pursuant to the Mallinckrodt agreement, of which $37,500 was recognized as revenue. Such
up-front fees are recognized over the expected ten year term of the contract. There were no up-front fees recognized in
the year ended November 30, 2015.

Research and Development
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Expenditures for R&D for the year ended November 30, 2016 were higher by $919,263 compared to the year ended
November 30, 2015. The increase is primarily due to higher stock option compensation expense as a result of certain
performance based stock options vesting upon FDA approval of generic Keppra XR®, and additional compensation
costs related to vested performance options as a result of the Company’s shareholders approving a two year extension
of the expiry date of the performance based stock options from September 2016 to September 2018, partially offset by
lower spending for ongoing R&D work, as detailed below.

In the year ended November 30, 2016 we recorded $1,995,805 as expense for stock based compensation for R&D
employees, of which $620,632 was for expenses related to performance based stock options which vested on FDA
approval of our generic Keppra XR® in February 2016. As a result of the modification of the performance based stock
option expiry date, we recorded additional compensation costs of $1,177,782 related to vested performance options
during the year ended November 30, 2016. In the year ended November 30, 2015, we recorded $152,231 as expenses
for stock-based compensation expense.
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After adjusting for the stock-based compensation expenses discussed above, expenditures for R&D for the year ended
November 30, 2016 were lower by $924,311 compared to the year ended November 30, 2015. This is primarily due to
the fact that during the year ended November 30, 2016 we incurred lower expenditures on the development of several
generic product candidates (specifically for clinical studies), partially offset by an accrual of bonuses to certain
management employees, compared to the year ended November 30, 2015. There were no management bonuses paid in
the year ended November 30, 2015.

Selling, General and Administrative

Selling, general and administrative expenses were $3,546,132 for the year ended November 30, 2016 in comparison to
$3,581,913 for the year ended November 30, 2015, a decrease of $35,781. The decrease was due to a decrease in
corporate legal activities and other professional fees, offset by an expense for management bonuses discussed in
greater detail below.

Expenditures for wages and benefits for the year ended November 30, 2016 were $1,454,501 in comparison to
$1,305,614 in the year ended November 30, 2015, an increase of $148,887, primarily due to the accrual of bonuses to
certain management employees. There were no bonuses paid in the year ended November 30, 2015. For the year
ended November 30, 2016, we recorded $265,639 as an expense for stock-based compensation compared to an
expense of $265,587 for the year ended November 30, 2015.

Administrative costs for the year ended November 30, 2016 were $1,558,633 in comparison to $1,751,315 in the year
ended November 30, 2015. The decrease was primarily due to a decrease in expenditures in corporate legal activities
and other professional fees.

Marketing costs for the year ended November 30, 2016 were $413,646 in comparison to $434,902 in the year ended
November 30, 2015. The decrease was attributable to the decrease in travel expenditures related to business
development and investor relations activities.

Occupancy costs for the year ended November 30, 2016 were $119,352 in comparison to $90,082 for the year ended
November 30, 2015. The increase was due to the incremental cost of leasing an adjoining facility in order to meet the
Company’s anticipated growth requirements.

Depreciation

Depreciation expenses for the year ended November 30, 2016 were $385,210 in comparison to $377,849 in the year
ended November 30, 2015. The increase was primarily due to the additional investment in production, laboratory and
computer equipment during the year ended November 30, 2016.

Net Foreign Exchange (Loss) Gain

Foreign exchange loss was $22,470 for the year ended November 30, 2016 in comparison to a gain of $46,211 in the
year ended November 30, 2015. The foreign exchange loss for the year ended November 30, 2016 was due to the
weakening of the Canadian dollar against the U.S. dollar during the year ended November 30, 2016 as the exchange
rates changed to $1.00 for C$1.3429 as at November 30, 2016 from $1.00 for C$1.3353 as at November 30, 2015.
During the year ended November 30, 2016, the exchange rate averaged $1.00 for C$1.3276 compared to the year
ended November 30, 2015, when the exchange rate averaged $1.00 for C$1.2603.

Interest Income
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Interest income for the year ended November 30, 2016 was lower by $1,300 in comparison to the prior period. For the
year ended November 30, 2016 interest was lower largely due to lower average amounts of cash on hand compared to
the year ended November 30, 2015.

Interest Expense

Interest expense for the year ended November 30, 2016 was higher by $13,609 compared with the prior period. This is
primarily because the interest expense paid on the 2013 Debenture which accrues interest payable at 12% annually
and the related conversion option embedded derivative accreted at an annual imputed interest of approximately 6.6%
in fiscal 2016. During the fiscal year 2015, the conversion option embedded derivative accreted at an annual imputed
interest of approximately 15%, offset by a credit to interest expense at an imputed interest rate of 14.6%, during the
third quarter of 2015, due to the extinguishment of the debt from an accounting perspective.
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Net Loss

The Company recorded net loss for the year ended November 30, 2016 of $10,143,577 or $3.80 per Common Share,
compared with a net loss of $7,436,388 or $3.13 per Common Share for the year ended November 30, 2015. In the
year ended November 30, 2016, the higher net loss was primarily attributed to lower licensing revenues from
commercial sales of generic Focalin XR® for 2016. To a lesser extent, the higher loss for the 2016 period was due to
the accrual of management bonuses and additional compensation costs related to vested performance options as a
result of the FDA approval of generic Keppra XR® and the Company’s shareholders approving an extension of the
expiry date of the performance based stock options. In the year ended November 30, 2015, the net loss was attributed
to the ongoing R&D and selling, general and administrative expense, partially offset by licensing revenue.

Liquidity and Capital Resources

For the three months ended

May 31, 2018

(UNAUDITED)

$ $
Cash
flows used
in (3,545,356)
operating
activities
Cash
flows
provided
by
financing
activities
Cash
flows used
in (45,507)
investing
activities
Increase
(decrease) 1,090,448
in cash

(952,428)

4,681,311

840,595

(797,173)

(909,006)

May 31, 2017

(UNAUDITED)

Change

(2,592,928)

3,840,716

751,666

1,999,454

%

272%

457%

-94%

-220%

May 31,2018 May 31, 2017

(5,133,366)

4,681,311

(84,332)

(536,387)

For the six months ended

(UNAUDITEDYUNAUDITED)

Change
$ $ Vi
(2,672,727) (2,460,639) 92%
1,523,536 3,157,775  207%
(1,519,615) 1,435,283 -94%
(2,668,806) 2,132,419
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