MANAGEMENT’S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
Three months ended June 30, 2021 and 2020

(All amounts following are expressed in Canadian dollars unless otherwise indicated.)

This Management’s Discussion and Analysis (“MD&A”) has been prepared as at August 16, 2021 to
provide a meaningful understanding of Burcon NutraScience Corporation’s (“Burcon” or the “Company’’)
operations, performance, and financial condition for the three months ended June 30, 2021. The
following information should be read in conjunction with the Company’s unaudited condensed
consolidated interim financial statements and accompanying notes for the periods ended June 30, 2021
and 2020, which are prepared in accordance with International Accounting Standards (IAS) 34, Interim
Financial Reporting, as issued by the International Accounting Standards Board (IASB), as well as the
audited consolidated annual financial statements for the year ended March 31, 2021. We have prepared
this MD&A with reference to National Instrument 51-102 “Continuous Disclosure Obligations” of the
Canadian Securities Administrators. Additional information relating to Burcon, including the Company’s
Annual Information Form (“AIF”), is available on SEDAR at www.sedar.com.

FORWARD-LOOKING STATEMENTS

This MD&A contains certain "forward-looking statements™ and "forward-looking information" as defined
under applicable Canadian and U.S. securities laws (collectively, "forward-looking statements™). All
statements, other than statements of historical fact, are forward-looking statements. When used in this
MD&A the words "estimate"”, "project”, "believe", "anticipate", "intend", "expect"”, "plan”, "predict",
"may", "should", "will", or the negatives of these words or other variations thereof and comparable
terminology are intended to identify forward-looking statements. The forward-looking statements pertain

to, among other things:

continued development of the Company's products and business;
o the Company's growth strategy;

e production costs and pricing of Peazazz® and Peazac® pea proteins, Puratein®, Supertein® and
Nutratein® canola proteins and pea protein and canola protein (Nutratein®) blends;

o marketing strategies for the Company's soy, pea, canola, flax and hemp proteins as well as pea
protein / canola protein blends;

e development of commercial applications for soy, pea, canola, flax and hemp protein as well as
pea protein / canola protein blends;

o ability to produce proteins in commercial quantities with sufficient grade and quality at cost-
effective prices;

e construction, commissioning and operation of production facilities;

¢ relocation expansion of the Winnipeg Technical Centre;

o future protection of intellectual property and improvements to existing processes and products;
o regulatory approvals;

e input and other costs; and


http://www.sedar.com/
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liquidity and working capital.

The forward-looking statements are based on a number of key expectations and assumptions made by
management of the Company, including, but not limited to:

the Company's ability to obtain required regulatory approvals;

the Company and its joint venture partners’ ability to commission and operate its production
facility;

the Company's or its licensing partners’ ability to generate new sales;

the Company's or its licensing partners’ ability to produce, deliver and sell the expected product
volumes at the expected prices;

the Company's ability to control costs;

the Company's ability to obtain and maintain intellectual property rights and trade secret
protection;

market acceptance and demand for the Company's or its licensing partners’ products;
the successful execution of the Company's business plan;

achievement of current timetables for product development programs and sales;

the availability and cost of labour and supplies;

the availability of additional capital; and

general economic and financial market conditions.

Although the Company believes that the expectations and assumptions on which the forward-looking
statements are based are reasonable, undue reliance should not be placed on such forward-looking
statements. The forward-looking statements reflect the Company's current views with respect to future
events based on currently available information and are inherently subject to risks and uncertainties.
Many factors, both known and unknown could cause actual results, performance or achievements to be
materially different from the results, performance or achievements that are or may be expressed or
implied by such forward-looking statements contained in this MD&A, including, but not limited to:

the condition of the global economy;
market acceptance of the Company's products;

changes in product pricing;
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e changes in the Company's customers' requirements, the competitive environment and related
market conditions;

o delays in the commissioning and operation of production facilities;

e product development delays;

e changes in the availability or price of labour and supplies;

o the Company's ability to attract and retain business partners, suppliers, employees and customers;
o changing food or feed ingredient industry regulations;

e the regulatory regime;

o the Company's access to funding and its ability to provide the capital required for product
development, operations and marketing efforts, and working capital requirements; and

e the Company's ability to protect its intellectual property; and
¢ risks and uncertainty related to and arising from the global COVID-19 pandemic.

Should one or more of these risks or uncertainties materialize, or should underlying assumptions prove
incorrect, actual results may vary materially from those anticipated, believed, estimated or expected. The
Company cautions readers not to place undue reliance on any such forward-looking statements, which
speak only as of the date made. Although the Company has attempted to identify important factors that
could cause actual results to differ materially from forward-looking statements, there may be other factors
that cause results not to be as anticipated, estimated, described or intended. The Company disclaims any
obligation subsequently to revise any forward-looking statements to reflect events or circumstances after
the date of such statements or to reflect changes in assumptions or the occurrence of anticipated or
unanticipated events, except as required by law.

The Company qualifies all the forward-looking statements contained in this MD&A by the
foregoing cautionary statements.

OVERVIEW OF THE COMPANY AND ITS BUSINESS

Burcon is a global technology leader in the development of plant-based proteins, having developed an
extensive portfolio of composition, application, and process patents covering novel plant-based proteins
derived from pea, canola, soy, hemp, sunflower seed and more. In 2019, Merit Functional Foods
Corporation (“Merit Foods™) was established by Burcon and three veteran food industry executives.
Merit Foods has built a commercial production facility in Manitoba, Canada where it is producing, under
license, Burcon’s novel pea and canola protein ingredients. Our environmentally friendly and sustainable
technologies have been developed at our own research facility led by our team of highly specialized
scientists and engineers. Our patent portfolio currently consists of 296 issued patents worldwide,
including 73 issued U.S. patents, and in excess of 210 additional patent applications, 34 of which are U.S.
patent applications.
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MERIT FUNCTIONAL FOODS CORPORATION

Merit Foods was formed in May 2019 by Burcon NutraScience Holdings Corp. (“Burcon Holdings™) and
two other entities, with Burcon initially owning 40% of Merit Foods. Following the investment by Bunge
Limited (“Bunge”) in Merit Foods in August 2020, Burcon’s interest in Merit Foods decreased to 33.3%.
The business of Merit Foods is the commercial production, sales, marketing and distribution worldwide
of Burcon’s pea protein, pulse protein and canola protein products. Merit Foods agreed to develop, build
and commission an initial protein facility (the “Flex Production Facility”) in Manitoba, Canada within a
specified period of time to manufacture the licensed pea and canola protein products. Merit Foods
formally completed the construction of the Flex Production Facility on December 31, 2020 and began the
commissioning process.

Under the amended license and production agreement (the “Amended License Agreement’), Merit Foods
has licensed Burcon’s technology required to produce, market and sell Burcon’s pulse protein ingredients,
including Peazazz® and Peazac® pea proteins and Burcon’s canola proteins, Supertein®, Puratein® and
Nutratein® (collectively the “Products™). Under the terms of the License Agreement, Merit Foods has the
exclusive rights over Burcon’s pulse proteins (including pea) and canola protein technologies across all
geographic regions and all product uses (the “License”). Burcon will receive running royalties on the net
revenue (as defined in the License Agreement) from the sales of the Products by Merit Foods. Burcon is
responsible for the technology transfer to Merit Foods and has been providing assistance, under a services
agreement, to support the design, construction and commissioning of the commercial protein production
facility, as well as providing other services and sample production services.

From inception to June 30, 2021, Burcon Holdings has made capital loan advances of $13.0 million to
Merit Foods in the form of shareholder loans.

(in thousands of dollars):

Capital Loan receivable Total net
Contribution investment

Net investment in Merit 9,545 2,660 12,205
Foods, March 31, 2020

Dilution gain on investment in 6,385 - 6,385
Merit Foods

Share of loss in Merit foods (2,422) - (2,422)
Interest accretion - 308 308
Expected credit loss - (74) (74)
Net Investment in Merit 13,508 2,894 16,402
Foods, March 31, 2021

Share of loss in Merit foods (1,748) - (1,748)
Interest accretion - 82 82
Net Investment in Merit 11,760 2,976 14,736

Foods, June 30, 2021
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The capital loan advances are non-interest bearing, unsecured, subordinated to Merit Foods’ other secured
and unsecured debts, have a term of 15 years, and may be repaid by Merit Foods, without penalty or
bonus, on a pro-rata basis based on the proportionate share of each shareholder’s loan outstanding in
relation to the other shareholders of Merit Foods applied to the outstanding principal amounts. Notional
interest is accruing on the loan receivable at 11% per annum, which is considered to be the market rate of
interest. For the three months ended June 30, 2021, Burcon has recorded interest accretion of $82,095
(2020 - $73,810).

Merit Foods has constructed a 94,000 square foot state-of-the-art production facility to produce the
Products. Merit Foods began the commissioning process following construction completion of the Flex
Production Facility. Unique in its design and structured for rapid expansion, the Flex Production Facility
has been engineered and constructed to be able to process both non-GMO canola and yellow field peas,
giving it the ability produce Merit’s lineup of Puratein® canola proteins, its Peazazz® and Peazac® pea
proteins, and its MeritPro™ protein blends. In February and April 2021, Merit Foods achieved the first
commercial production runs of Peazazz® and Peazac® pea proteins and canola proteins, respectively.
Merit Foods is now the first and only commercial-scale facility in the world capable of producing food-
grade protein from canola, the world’s second largest oilseed crop. Merit Foods is continuing the
commissioning and optimization process for the production of both its pea and canola proteins and
Burcon’s technical team is actively involved and supporting Merit Foods in this optimization process.
We expect this process of refinement and process improvement to continue in the near term, as Merit
Foods works to fine tune the production facility to maximize output and yield.

During the three months ended June 30, 2021, Merit Foods recorded sales of the Products and Burcon
recorded royalty revenues of $17,965 (2020 - $nil) from these sales.

For the three months ended June 30, 2021, included in management fee income is $59,656 (2020 -
$104,600) for services provided, of which $3,949 was included in amounts receivable as at June 30, 2021
(March 31, 2021 - $66,709). Services revenues decreased in the current quarter over the same quarter last
year as Burcon ceased charging for its technical assistance to support Merit Foods’ commissioning
process. As Merit Foods is now producing its own samples to provide to its customers, Burcon did not
sell any samples to Merit Foods during the three months ended June 30, 2021 (2020 - $79,940).

Merit Foods also provides certain consulting services to Burcon. For the three months ended June 30,
2021, Burcon recorded professional fee expense of $9,415 (2020 - $10,000), all of which was included in
accounts payable and accrued liabilities as at June 30, 2021 (March 31, 2020 - $nil).

In May 2020, Burcon announced that Merit Foods had secured a debt financing package of up to

$85 million of capital from a syndicate of lenders including Export Development Canada (“EDC”), Farm
Credit Canada and the Canadian Imperial Bank of Commerce. Merit Foods’ shareholders, including
Burcon Holdings, were required to pledge their shares in Merit Foods as security under the loan facilities
from EDC. In connection with the loan facilities from EDC, Merit Foods had to fulfill various
obligations, including the establishment and maintenance of a cost overrun account in a prescribed
amount in connection with the costs related to the construction of the Flex Production Facility. $6.5
million of this amount was permitted to be funded by way of a letter of credit (“LC”). To assist Merit
Foods to fulfill this obligation, Burcon Holdings obtained the LC from HSBC Bank Canada (“HSBC”) in
April 2020, which was secured by a term deposit with HSBC in the same amount. As part of the
investment by Bunge into Merit Foods, the LC was released on August 28, 2020.
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In connection with the LC, Burcon Holdings entered into a short-term loan agreement (the “Merit Loan
Agreement”) with Merit Foods in the amount of $6.5 million (the “Merit Loan). The Merit Loan bore
interest at 5% per annum, compounded annually, payable by way of a lump sum balloon payment at the
end of the term. Concurrent with the termination of the LC on August 28, 2020, the Merit Loan
Agreement was also terminated on the same date. For the three months ended June 30, 2020, Burcon
recorded interest income of $67,671 related to the Merit Loan.

In June 2020, Burcon announced that Merit Foods had secured additional debt financing of $10 million in
the form of a 10-year interest-free loan from Agriculture and Agri-Food Canada (the “AIP Loan”).
Burcon Holdings and the Partners provided a guarantee for the AIP Loan (the “AIP Guarantee”). The
obligations of the AIP Guarantee are joint and several. However, Burcon Holdings and the Partners (the
“AlP Guarantors”) have entered into a reciprocal indemnity agreement (the “Indemnity Agreement”).
Under the Indemnity Agreement, if any AIP Guarantor (each, a “Paying Guarantor”) is required to make
payment under the AIP Guarantee and any other AIP Guarantor (each, a “Contributing Guarantor”) has
not made a corresponding payment equal to its share based on its shareholdings in Merit Foods
(“Contributive Share”), such Contributing Guarantor(s) shall pay the Paying Guarantor such amounts so
that, after payment, all obligations and liabilities under the AIP Guarantee will have been borne by the
AIP Guarantors in their respective shareholding percentage in Merit Foods.

In total, Merit Foods secured a total of $99.2 million financing package from the Government of Canada
that includes the financing noted above from EDC, FCC, AIP and Protein Industries Canada (“PIC”). In
addition to the co-investment received by Merit Foods from PIC, a further co-investment by PIC to Merit
Foods was announced in May 2021 to develop new plant-based products. The project has a total
investment of $7.9 million, with PIC funding one-half of the total investment into the project.

As noted above, Burcon has a 33.3% investment in Merit Functional Foods Corporation. There is no
contingent issuance of securities by the equity investee that might significantly affect Burcon’s share of
profit or loss. The following is the summarized financial information of the investee:

Summary financial information of Merit Foods
(Unaudited, in thousands of dollars)

June 30, 2021 March 31, 2021
Total assets 138,644 141,096
Total liahilities 105,369 102,946

Three months ended Three months ended

June 30, 2021 June 30, 2020
Total revenue 1,196 -
Loss and comprehensive loss for the period (5,245) (955)

Merit Foods cannot reasonably estimate the amount to be received from Protein Industries Canada
(“PIC”) for periods where PIC has not finalized their assessment of the submission. The last PIC
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assessment finalized was for February 2021 and accordingly no amounts have been accrued or recorded
from this point for the period ended June 30, 2021. These amounts may be material to the financial
statements.

WINNIPEG TECHNICAL CENTRE (the “WTC”)

During the three months ended June 30, 2021, the WTC focused on supporting Merit Foods in its
commissioning of the Flex Production Facility. In addition, Burcon’s team of scientists and engineers
continued research and development work on our pipeline of technologies for alternative plant-based
proteins to explore potential new commercial and patenting opportunities. The WTC made progress on
existing technologies by further innovating with pea and canola and also with new plant-based protein
sources, with the goal of entering into additional partnerships as a means to bring additional plant-based
protein ingredients to market. Burcon’s extraction and purification technologies are versatile and may be
adapted to process a range of oilseed and non-oilseed meals to produce specialty proteins, such as flax
and hemp. The demand for plant-based proteins continues to grow and Burcon believes there may be
niche market opportunities for its specialty protein ingredients.

Burcon has engaged a third-party engineering firm to investigate options to potentially replace the
existing WTC with an expanded innovation centre to provide additional research and development
bandwidth to pursue its product opportunity pipeline.

NASDAQ LISTING

Burcon’s shares were listed on the OTCQB Venture Market under the symbol “BUROF”. On May 25,
2021, trading of Burcon’s shares on the NASDAQ commenced under the symbol “BRCN”.

CONVERTIBLE DEBENTURES

On December 10, 2019, the Company issued convertible debentures (the “Debentures”) through a non-
brokered private placement for an aggregate principal amount of $9.5 million. Certain directors and an
officer of the Company subscribed for Debentures totalling $2 million in principal amount. Each
Debenture consisted of $1,000 principal amount, bore interest at a rate of 8.5% per annum, payable semi-
annually in arrears and was unsecured.

The Debentures were convertible at the option of the holder, in whole or in part, into common shares of
the Company at a conversion price of $1.05 per share. During the three months ended June 30, 2020, the
holders of the Debentures converted principal amounts of $960,000 for the issuance of 914,283 common
shares of the Company.

Burcon had the right, at its sole discretion, to force the conversion of the Debentures if the shares traded
at or above $2.15 for a period of 14 consecutive trading days. The Company determined it had met this
condition between August 12 to August 31, 2020 and issued a notice to the holders of the Debentures for
conversion of the Debentures to common shares on September 8, 2020. As a result of the conversion of
$7,795,500 of outstanding principal amount of the Debentures, an aggregate of 7,424,274 common shares
were issued to the holders of the Debentures.

For the three months ended June 30, 2020, the Company recorded interest expense of $375,324.
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EQUITY OFFERING

On February 19, 2020, the Company completed a bought deal equity offering of 7,419,800 units (the
“Units”) at a price of $1.55 per Unit for aggregate gross proceeds to the Company of $11.5 million (the
“Offering”) and net proceeds of $10.3 million.

Each Unit consisted of one common share of the Company and one-half of one common share purchase
warrant (each whole common share purchase warrant, a “Warrant”). Each Warrant is exercisable to
acquire one common share (a “Warrant Share™) until February 19, 2022 at an exercise price of $2.00 per
Warrant Share. In addition to a cash commission, the agents received compensation options (Agents’
Warrants) entitling the agents to purchase up to 519,386 common shares. Each Agent’s Warrant is
exercisable to acquire one common share of the Company at an exercise price of $2.00 per share until
February 19, 2022. During the three months ended June 30, 2021, warrants were exercised for 45,750
Warrant Shares, providing proceeds of $91,500. As at June 30, 2021, 1,378,650 Warrants and 311,632
Agents’ Warrants were outstanding.

The Company is using the net proceeds from its financing activities for further development of its
extraction and purification technologies and pursue new related products, pursue and develop new
applications from functional attributes of Burcon’s proteins and carry out research on protein extraction
from various plant sources. Burcon also intends to use the net proceeds to maintain, further strengthen
and expand the Company’s intellectual property portfolio. Burcon is obligated to prosecute and maintain
its pea and canola patent portfolios under its Amended License Agreement with Merit Foods.
Additionally, Burcon intends to continue to file additional patent applications to protect discoveries
arising from its research and development activities. Burcon also intends to use the net proceeds for
expansion initiatives and to provide for general working capital.

NEW DIRECTOR APPOINTMENT

On July 8, 2021, Burcon appointed Ms. Jeanne McCaherty as a director to its board of directors. Ms.
McCaherty is the CEO of Guardian Energy Management, an ethanol manufacturing company. Prior to
joining Guardian Energy, the majority of Ms. McCaherty career was in various global management roles
at Cargill, Inc., one of the world’s largest agrifood and food ingredient companies. Ms McCaherty was
the Regional Director of Cargill’s Global Texturing Business Unit, which sourced raw materials,
manufactured, and sold specialty food ingredients to food companies around the world. Ms. McCaherty
also held the position of VP/Global Director of Food R&D at Cargill, which included functional
leadership for the Basic and Applied R&D, Applications and Sensory groups at Cargill’s Global Food
Ingredients businesses.

INTELLECTUAL PROPERTY

Burcon’s patent strategy is to seek protection for new technologies as well as further protecting current
technologies. Over the years, Burcon has filed patent applications in various countries over its inventions.
Burcon’s patent applications can be grouped into three categories:

e Applications to protect additional novel protein extraction and purification technologies;
Applications to protect the uses of Puratein®, Supertein®, Nutratein® canola proteins, CLARISOY®
soy protein, Peazazz® and Peazac® pea proteins, and other plant proteins, for example, as functional
food and beverage ingredients; and
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e Applications to protect the “signature characteristics” of Puratein®, Supertein®, Nutratein® canola
proteins, CLARISOY® soy protein, Peazazz® and Peazac® pea proteins, and other plant proteins.

During the three months ended June 30, 2021, Burcon received two patent grants for patent applications
over its pea and canola processing technologies. Burcon continued the maintenance and prosecution of its
patent applications during the quarter ended June 30, 2021.

Burcon currently holds 73 U.S. issued patents over its canola, soy, pea and flax protein processing
technologies and canola and soy protein isolate applications, as well as canola and soy patents covering
composition of matter. In addition, Burcon has a further 34 patent applications currently filed with the
U.S. Patent and Trademark Office.

As of the date of this MD&A, Burcon’s patents and patent applications cover over 50 distinct inventions.
Burcon has also filed applications for most of its inventions internationally under the Patent Cooperation
Treaty of the World Intellectual Property Organization. Together with patents issued in other countries,
Burcon now holds a total of 296 issued patents covering inventions that include the 73 granted U.S.
patents. Currently, Burcon has over 210 additional patent applications that are being reviewed by the
respective patent offices in various countries.

RESULTS OF OPERATIONS

As at June 30, 2021, Burcon has not yet generated any significant revenues from its technology. For the
three months ended June 30, 2021, the Company recorded a loss of $3,181,823 ($0.03 per share), as
compared to $1,400,700 ($0.01 per share) for the same period last year.

For the three months ended June 30, 2021, Burcon recorded royalty revenues of $17,965 from Merit
Foods on sales of the Products. For the three months ended June 30, 2020, Burcon recorded royalty
revenues of $8,515 from Archer Daniels Midland Company (“ADM?”) on sales of CLARISOY®. The
license and production agreement with ADM terminated in August 2020.

The following provides a comparative analysis of significant changes in major expenditures items.

Research and development expenses

Components of research and development (“R&D”’) expenditures are as follows:
(in thousands of dollars)
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2021 2020
Salaries and benefits 617 402
Inventory written off to research and development 132 -
Laboratory operation 68 67
Amortization of property and equipment 60 31
Rent 29 22
Analyses and testing 16 7
Gross research and development expenses 922 529
Allocated to deferred development costs (480) (275)
Allocated to inventory production - (153)
Net research and development expenses 442 101

Burcon has received government assistance through the Canada Emergency Wage Subsidy (“CEWS”)
and the Canada Emergency Rent Subsidy (“CERS”) programs. R&D expenditures have been reduced by
$89,000 received from the CEWS and CERS programs. Included in salaries and benefits is stock-based
compensation expense of $222,000 (2020 - $49,000). Before government assistance and cost deferral, the
cash portion of salaries and benefits increased by $120,000.

Effective July 1, 2019, the Company determined that it had met all the criteria of deferring development
costs (“DDC”) with respect to its pea and canola proteins and has been deferring its expenditures relating
to pea and canola to deferred development costs. While Burcon’s technology was available for use and
Merit Foods had made some sales of Products during the three months ended June 30, 2021, the
technology was not yet in the condition that it is required to be operating in the manner intended.
Therefore, Burcon continued to defer costs related to its pea and canola technology during the first
quarter. For the three months ended June 30, 2021, Burcon deferred approximately $480,000 of R&D
costs

Before government assistance, gross R&D costs increased by about $482,000, including an increase in
stock-based compensation expense of $173,000. As Merit Foods is now producing its own samples to
provide to its customers, it no longer requires Burcon to supply samples. As a result, Burcon wrote off its
pea and canola inventory on-hand during the three months ended June 30, 2021. The balance of the
increase is due primarily to staff additions and changes, salary increases, and an increase in amortization
expense from equipment additions.

Intellectual property expenses
(in thousands of dollars)

2021 2020

Patent fees and expenses 397 371
Allocated to deferred development costs (238) (232)
159 139

As noted in the R&D section, the Company began deferring costs related to its pea and canola technology
in the second quarter of fiscal 2020 including related patent fees and expenses. During the three months
ended June 30, 2021, Burcon deferred $238,000 of patent fees and expenses for its pea and canola patent

10
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portfolio to deferred development costs. As noted above, Burcon continued to defer the patent costs
related to the pea and canola portfolios during the three months ended June 30, 2021. Before the cost
deferral, patent fees and expenses remained relatively unchanged from the same quarter last year.

Burcon’s patent strategy is to seek protection for new technologies as well as further protecting current
technologies. Over the years, Burcon believes it has developed a dynamic and extensive patent portfolio
and has filed patent applications in various countries over its inventions. From inception, Burcon has
expended $22.0 million on patent legal fees and disbursements to strengthen its patent portfolio in various
countries of the world and file patent applications for new inventions.

General and administrative (“G&A”) expenses
(in thousands of dollars)

2021 2020
Salaries and benefits 518 460
Investor relations 189 35
Professional fees 153 92
Office supplies and services 74 43
Transfer agent and filing fees 64 4
Other 15 13
Financing expense - 10

1,013 657

Salaries and benefits

Included in salaries and benefits is stock-based compensation expense of approximately $164,000 (2020 —
$49,000). The higher expense incurred in the current quarter is due to options granted in the fourth
quarter of fiscal 2021 that had a higher valuation.

The Company received government assistance of $58,000 through the Canada Emergency Wage Subsidy
(“CEWS”) program, which has been applied against salaries and benefits expense. Before CEWS, there
was no significant change in the cash portion of salaries and benefits. The decrease in the bonus this
guarter over the same quarter last year was offset by the addition of a senior management member.

Professional fees

Professional fees increased by about $61,000 over the same period last year. Burcon incurred legal and
audit fees related to Burcon’s NASDAQ listing and consulting fees related to compensation review and
business development. Audit and review-related fees also increased as a result of the NASDAQ listing.
The increases were partially offset by a decrease in legal fees incurred in fiscal 2021 for agreements
affected by Merit Food’s EDC and FCC loans.

Investor relations

Investor relations expenses increased by $154,000 over the same period last year. The increase is due to
NASDAQ entry and maintenance fees of $95,000, U.S. investor relations consulting fees of $51,000.

11
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LIQUIDITY AND FINANCIAL POSITION

At June 30, 2021, the Company had cash and cash equivalents of $12.5 million. Assuming Burcon
Holdings is not required to make payment under the AIP Guarantee, management estimates the cash
resources to be sufficient to fund its operations to August 2023, without taking into account proceeds
from outstanding convertible securities and royalty revenues from its Amended License Agreement. If
Burcon does not receive sufficient royalties from its Amended License Agreement, Burcon will require
additional capital beyond this date to meet its business objectives, although there is no assurance that
additional financing will be available on acceptable terms, if at all.

The net cash used in operations during the three months ended June 30, 2021 was $1,037,000, as
compared to $745,000 last year. The increase in the net cash used in operations of $292,000 is mainly
due to increases of $114,000 in R&D expenditures and $20,000 in IP expenditures that were expensed,
increase in G&A expenses of $240,000, lower management fee income and other income of $96,000,
changes in non-cash working capital items that contributed to $271,000 of the increase in net cash used in
operations, offset by a decrease in interest paid of $400,000 and an increase in royalty income of $9,000.

At June 30, 2021, Burcon had working capital of $11.5 million (March 31, 2021 — $13.2 million). As at
June 30, 2021, Burcon was not committed to significant capital expenditures. Burcon may incur up to
$250,000 in additional capital expenditures if modifications or further upgrades are required to the WTC.
Additional capital resources will be required once the plans for the new WTC innovation centre have been
finalized. Burcon expects to expend $1.1 million in patent expenditures for the balance of fiscal 2022.
With the termination of the ADM license and production agreement, Burcon has abandoned certain non-
core patents in its soy patent portfolio but it does not affect the strength of the patent portfolio.

FINANCIAL INSTRUMENTS

The Company’s financial instruments are its cash and cash equivalents, amounts receivable, loan to Merit
Foods, and accounts payable and accrued liabilities and accrued interest.

Credit risk

The financial instruments that expose the Company to a concentration of credit risk are cash and cash
equivalents, amounts receivable and capital loan advances to Merit Foods. The Company’s cash and cash
equivalents may comprise interest-bearing savings instruments with Canadian chartered banks. The
Company limits its exposure to credit loss by placing its cash and cash equivalents with two Canadian
chartered banks.

An expected credit loss provision of $74,193 was recorded during fiscal 2021 in relation to the loan
receivable from Merit Foods. The risk profile of Merit Foods has not changed significantly since March
31, 2021.

Interest rate risk
All of the Company’s financial instruments are non-interest bearing except for cash and cash equivalents
that earn interest at variable market rates, and the Merit Loan that bore interest at a fixed interest rate.

Burcon’s cash and cash equivalents are held at two Canadian chartered banks to maximize interest and to
diversify risk. For the year ended June 30, 2021, the weighted average interest rate earned on the
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Company’s cash and cash equivalents was 0.45% per annum (2020 — 0.21% per annum). The impact of a
1% strengthening or weakening of interest rates on the Company’s cash and cash equivalents at June 30,
2021 is estimated to be a $125,000 increase or decrease in interest income per year.

Liquidity risk

The Company manages liquidity risk through the management of its capital structure. It also manages
liquidity risk by monitoring actual and forecasted cash flows taking into account current and planned

operations. The Company’s estimated minimum contractual undiscounted cash flow requirement for its
financial liabilities at June 30, 2021 is $1,535,000, all of which is due within the next 12 months.

Fair value

The fair value of the Company’s short-term financial assets and financial liabilities, including cash and
cash equivalents, amounts receivable, and accounts payable and accrued liabilities, approximates their

carrying values due to the short-term maturities of these financial instruments.

The carrying values and fair values of financial instruments, by class, are as follows as at June 30, 2021

and March 31, 2021:

(in thousands of dollars)
As at June 30, 2021

At fair Financial Financial Fair value
value assets at liabilities at
through amortized  amortized
profit or cost cost
loss
Financial assets
Cash and cash equivalents - 12,476 - 12,476
Amounts receivable - 168 - 168
Loan to Merit Foods - 2,976 - 3,050
Total - 15,620 - 15,694
Financial liabilities
Accounts payable and accrued - -
liabilities 1,535 1,535
Total - - 1,535 1,535
As at March 31, 2021
At fair Financial Financial Fair value
value assets at liabilities at
through amortized amortized
profit or cost cost
loss
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Financial assets

Cash and cash equivalents - 13,972 - 13,972
Amounts receivable - 339 - 339
Loan to Merit Foods - 2,894 - 2,968
Total - 17,205 - 17,279

Financial liabilities

Accounts payable and accrued - - 1,418 1,418
liabilities
Total - - 1,418 1,418

Currency risk

The Company entered into forward U.S. dollar purchase contracts to hedge its estimated exposure to
currency fluctuations for certain of its U.S. denominated liabilities. As at June 30, 2021 and March 31,
2021, the Company is exposed to currency risk for the following assets and liabilities denominated in
U.S. dollars:

June 30, 2021 March 31, 2021

U.S. Dollars (in thousands)

Cash and cash equivalents 64 28
Amounts receivable - 2
Accounts payable and accrued liabilities (12) -
Net exposure 52 30
Canadian dollar equivalent (in thousands) 64 37

Based on the above net exposure at June 30, 2021, a 10% appreciation or depreciation of the U.S. dollar
against the Canadian dollar would have resulted in an increase/decrease of approximately $5,000 (March
31, 2021 - $3,000) in the Company’s loss from operations.

SEGMENT INFORMATION

The Company operates in a single reportable operating segment and geographic location involving the
development of plant-based proteins. All non-current assets are located in Canada.

OUTSTANDING SHARE DATA

As at June 30, 2021, Burcon had 108,487,913 common shares outstanding, 5,024,806 stock options
outstanding exercisable at a weighted average exercise price of $2.68 per share and 1,690,282 share
purchase warrants that were convertible to an equal number of common shares at an exercise price of
$2.00 per share.

As at the date of this MD&A, Burcon has 108,541,720 common shares outstanding, and 5,070,706 stock
options that are convertible to an equal number of shares at a weighted average exercise price of $2.68 per
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share and 1,640,282 share purchase warrants that are convertible to an equal number of common shares at
an exercise price of $2.00 per share.

QUARTERLY FINANCIAL DATA
(Derived from unaudited interim financial statements. All figures in thousands of dollars, except per-
share amounts)

Three months ended
March 31, December 31, September 30,

June 30, 2021 2021 2020 2020
Revenue, foreign exchange gain, interest
and other income, management fee income, 188 336 171 6,658
gain on dilution of investment in Merit Foods
(Loss) income for the period (3,182) (2,508) (1,086) 4,377
Basic and diluted (loss) income per share (0.03) (0.02) (0.01) 0.04
Three months ended
March 31, December 31, September 30,
June 30, 2020 2020 2019 2019
Revenue, foreign exchange gain, interest
and other income 267 268 221 172
Loss for the period (1,401) (1,121) (788) (697)
Basic and diluted loss per share (0.01) (0.01) (0.01) (0.01)

The losses for the quarters decreased from the second quarter of fiscal 2020 due to the deferral of R&D
and pea and canola patent costs and the allocation of R&D costs to inventory production costs. This has
been offset by the recognition of our share of the loss in Merit Foods, which has been increasing each
quarter since the first quarter of fiscal 2020. The loss in the second quarter of fiscal 2021 was offset by
the gain on dilution of the investment in Merit Foods.

RELATED PARTY TRANSACTIONS

Burcon engaged Burcon Group Limited, a company that is related by virtue of common officers, for the
following related party transactions:

e For the three months ended June 30, 2021, the Company made payments of $nil (2020 -
$4,584) for office space rental.

e For the three months ended June 30, 2021, included in general and administrative expenses
(management fees) are $1,843 (2020 - $648), for services provided to the Company. At June
30, 2021, $1,697 (March 31, 2021 - $75) of this amount is included in accounts payable and
accrued liabilities. For the three months ended June 30, 2021, included in interest and other
income is $2,172 (2020 - $4,716) for management services provided by the Company. At
June 30, 2021, $1,021 (March 31, 2021 - $437), of this amount is included in amounts
receivable.

Burcon has a services agreement (the “Services Agreement”) with Merit Foods to provide technical,
administrative and general management services, research and analytical services and sample production
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services based on rates set out in the Services Agreement. For the three months ended June 30, 2021,
included in interest and other income is $59,656 (2020 - $104,600) for services provided and $nil (2020 -
$79,940) of samples sold to Merit Foods, of which $nil was included in amounts receivable at June 30,
2021 (March 31, 2021 - $3,949).

Merit Foods also provides certain technical and consulting services to Burcon. For the three months
ended June 30, 2021, Burcon recorded professional fee expense of $9,415 (2020 - $10,000), all of which
was included in accounts payable and accrued liabilities as at June 30, 2021 (March 31, 2021 - $nil).

In connection with the LC, Burcon Holdings entered the Merit Loan Agreement with Merit Foods in the
amount of $6.5 million. During the period ended June 30, 2020, Burcon recorded interest income of
$67,671 related to the Merit Loan, of which $nil was included in amounts receivable as at March 31,
2021.

Certain directors and an officer subscribed for $2.0 million of the Debentures. During the three months
ended June 30, 2021, the Company made convertible debenture interest payments of $nil (2020 -
$85,000), in aggregate, to these directors and officer.

CRITICAL ACCOUNTING ESTIMATES

The condensed consolidated interim financial statements have been prepared in accordance with
International Accounting Standard (1AS) 34, Interim Financial Reporting, as issued by the International
Accounting Standard Board (IASB) on a basis consistent with those accounting policies followed in the
most recent annual consolidated financial statements, except as discussed below.

The preparation of condensed consolidated interim financial statements in accordance with IFRS requires
management to apply judgment when making estimates and assumptions that affect the reported amounts
of assets and liabilities at the date of the financial statements, the reported amount of expenses during the
reporting period, and disclosures made in the accompanying notes to the financial statements. Actual
results could differ from those estimates.

The significant areas where management’s judgment is applied are in determining the fair value of stock-
based compensation, whether all criteria for deferring development costs are met, the point at which
amortization of development costs commences, the expense allocation to deferred development costs and
the recoverable amounts of goodwill, investment in associates, expected credit losses on loans receivable,
and the discount rate used to fair value the loans receivable from Merit Foods following their
modification.

ACCOUNTING STANDARDS AND AMENDMENTS ISSUED BUT NOT YET ADOPTED
Amendments to IAS 1 — Classification of Liabilities as Current or Non-Current

The amendment clarifies the classification requirements to determine if a liability should be presented as
current or non-current in the statement of financial position. Under the new requirement, the assessment
of whether a liability is presented as current or non-current is based on the contractual arrangements in
place as at the reporting date and does not impact the amount or timing or recognition. The amendment is
effective for annual reporting periods beginning on or after January 1, 2022 and is to be applied
retrospectively, with earlier application permitted. The Company is still considering whether the new
standard will have a significant impact on the consolidated financial statements.
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DISCLOSURE CONTROLS AND PROCEDURES AND INTERNAL CONTROL OVER
FINANCIAL REPORTING

The Chief Executive Officer and Chief Financial Officer, as well as other executives, have designed
disclosure controls and procedures (“DC&P”), or have caused them to be designed under their
supervision, to provide reasonable assurance that material information relating to the Company has been
made known to them.

These officers are also responsible for designing and maintaining internal controls over financial
reporting (“ICFR”) or have caused them to be designed under their supervision, to provide reasonable
assurance regarding the reliability of the Company’s ICFR.

There have been no significant changes in the DC&P and ICFR that occurred during the three months
ended June 30, 2021 that could have materially affected, or are reasonably likely to materially affect, such
controls.

RISKS AND UNCERTAINTIES

The Company is subject to a number of risks and uncertainties that can significantly affect its financial
condition and future operations. Key risks are outlined below. In addition, a detailed explanation of the
risk factors which we face is provided in our AIF for the year ended March 31, 2021 under the section
titled “Risk Factors”, which is incorporated by reference herein. The AIF is available at www.sedar.com.

Patents and proprietary rights — Burcon’s success will depend, in part, on its ability to obtain patents,
maintain trade secret protection and operate without infringing on the proprietary rights of others or
having others infringe on its rights. Burcon has filed applications for most of its inventions
internationally under the Patent Cooperation Treaty of the World Intellectual Property Organization. As
at the date of this MD&A, Burcon has been granted a total of 296 patents in various countries covering a
number of key processes and uses of Burcon’s soy, pea, canola and flax protein products as functional
food and beverage ingredients. Of those patents, 73 have been granted in the United States. Although
Burcon expends significant resources and efforts to patent its discoveries and innovations, there can be no
assurance that our patent applications will result in the issuance of patents, or any patents issued to
Burcon will provide it with adequate protection or any competitive advantages, or that such patents will
not be successfully challenged by third parties. Burcon cannot be assured that competitors will not
independently develop products similar to the Company’s products or manufacture products designed to
circumvent the exclusive patent rights granted to the Company. Further, Burcon may need to incur
significant expenditures in prosecuting claims against others whom it believes are infringing on its rights
and by defending claims of intellectual property infringement brought by its competitors and others.

Development and commercialization — Although Merit Foods has completed construction of the Flex
Production Facility to commercialize Burcon’s pea and canola proteins, it has not begun to generate
significant revenues from the sale of its products. There can be no assurance that any of Merit Foods’
products will obtain regulatory approvals in countries where such approvals have yet to be sought, or be
successfully marketed. For Burcon, there can be no assurance that the investment made in Merit Foods
will be recouped through the royalties generated from sales of Merit Foods’ products. The long-term
success of Puratein®, Supertein® and Nutratein® canola proteins, and Peazazz® and Peazac® pea protein
and Nutratein® pea protein/canola protein blend products hinges upon market acceptance by food and
feed ingredient manufacturers and suppliers in numerous product applications. Even though Puratein®,
Supertein®and Nutratein® canola proteins, and Peazazz® and Peazac® pea proteins and Nutratein® pea
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protein/canola protein blend products may be found to be functionally acceptable in product applications,
there is no assurance that they will obtain market acceptance and within a reasonable time frame. The
majority of food or feed ingredient manufacturers require a substantial testing phase and demonstration of
consistent delivery and production capabilities for commercialization. Until large batches of products can
be supplied, market acceptance of Puratein®, Supertein®, and Nutratein® canola proteins, and Peazazz®
and Peazac® pea proteins and Nutratein® pea protein/canola protein blend products may be delayed.
Although Merit Foods has completed construction of the Flex Production Facility for Burcon’s pea and
canola proteins, it may be some time before product sales of pea and canola proteins will be significant.

With the termination of the Soy Agreement with ADM, Burcon must secure a strategic partner for its soy
protein isolates. If Burcon is unable to secure an alternative strategic partner for its soy protein isolates,
then the commercialization of its products may be delayed or unsuccessful. Burcon is investigating
alternative paths to bring its soy protein technologies to market. Although Burcon is currently in
discussions with potential partners to commercialize its soy protein, there can be no assurance that a
strategic partner will be found.

With the exception its canola and pea proteins, none of Burcon’s other potential products are
commercially available as a food ingredient for human consumption. The rising popularity of plant
proteins has resulted in significant growth with increased participation by competitors entering the market
to produce plant proteins. Many competitors and potential competitors have substantially greater product
development capabilities and financial, scientific, marketing, and human resources than Burcon. These
competitors may succeed in developing products earlier than Burcon, obtaining regulatory approvals for
such products more rapidly than Burcon or in development products that are more effective than those
proposed to be developed by Burcon.

History of operating losses and financing requirements— Burcon has accumulated net losses of
approximately $102 million from its date of incorporation through June 30, 2021. While the construction
of Merit Foods’ Flex Production Facility has been completed and it achieved first commercial production
of its pea and canola proteins in February and April 2021, respectively, the magnitude of future royalty
payments from Merit Foods cannot be ascertained at this time. In the absence of a definitive time when
sales of products will be significant, Burcon expects its accumulated losses to increase as it continues to
commercialize its products, its research and development and its product application trials. Burcon
cannot predict if it will ever achieve profitability and, if it does, it may not be able to sustain or increase
its profitability. The commercial success of any of Burcon’s products will depend on whether they
receive public and industry acceptance as a food ingredient and dietary supplement, and whether they
may be sold at competitive prices or are able to obtain sufficient royalty revenue from licensing, which
adequately exceeds Burcon’s business costs.

Developing Burcon’s products and conducting product application trials is capital intensive. Since
acquiring its subsidiary in October 1999, Burcon has raised gross proceeds of $107.5 million from the
sale or issuance of equity securities and $9.5 million from the issuance of convertible debentures. As at
June 30, 2021, Burcon had $12.50 million in cash and cash equivalents. Burcon believes that it has
sufficient capital to fund the current level of operations through August 2023. Although Burcon has
sufficient funds to operate until August 2023, it will need to raise additional capital on acceptable terms in
order for the Company to meet its business objectives and fund its operations.
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COVID-19 — Pandemic Risk

The COVID-19 outbreak was declared as a pandemic by the World Health Organization on March 11,
2020. Globally, governments worldwide have focused on containment of the outbreak and the prevention
of further spread. Since the outbreak, global economies have been impacted as governments have
imposed restrictions such as travel bans, self-imposed quarantines, social distancing and temporary
closures of non-essential businesses. While economies began to slowly reopen in June 2020 after an
initial lockdown, governments were required to reinstate lockdowns and closures when infection rates
returned at the end of 2020 and early 2021. Since March 2021, the supply of vaccines has become more
secure in Canada and immunization rates are continuing to improve in Canada, the United States and may
developed countries in the world. However, the threat of the COVID-19 pandemic on the world economy
is expected to remain until immunization rates in developing countries improve. The duration and long-
term effects of the pandemic is unknown at this time. Even though governments worldwide, including
Canada, have implemented significant monetary and fiscal relief programs designed to stabilize their
economies, it is too early to predict the efficacy of such programs at this time. Burcon has received
Canadian government assistance through the CEWS and CERS programs. See R&D and G&A expenses
section above.

In response to the COVID-19 pandemic, Burcon implemented measures to ensure the safety of work
conditions for its staff at the Winnipeg Technical Centre and at its head office in Vancouver. While the
COVID-19 pandemic has not significantly affected Burcon’s and Merit Foods’ business operations to-
date, it is not possible to predict how long the pandemic will continue to last and whether the financial
and business conditions of Burcon and Merit Foods will be impacted in future periods.

OUTLOOK

For the coming year, Burcon’s primary objective is to further develop its pipeline of plant-based protein
technologies to include other novel renewable plant sources. In addition, Burcon will continue to support
Merit Foods to optimize and ramp up Merit Foods’ pea protein and canola protein production facility.
Burcon’s activities will include:

e advancing Burcon’s pipeline of plant-based protein technologies by conducting research to
develop and refine its extraction and purification processes for novel protein products;

o filing patent applications to protect intellectual property arising from research and development of
new protein technologies;

o working with Merit Foods to optimize and ramp up Merit Foods’ Flex Production Facility to
produce Burcon’s pea and canola proteins;

e conducting further research to develop additional applications for Peazazz® and Peazac® pea
proteins, as well as Supertein®, Puratein® and Nutratein® canola proteins and blends into food
products;

e continuing to file patent applications to protect the Peazazz® pea protein extraction process as

well as the composition of Peazazz® pea protein and applications for Peazazz® pea protein into
food products; and
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support Merit Foods in pursuing regulatory approval of Burcon’s Supertein®, Puratein® and
Nutratein® canola proteins in Canada and Europe.

In addition, Burcon will also:

explore and identify possible suitable locations for its expansion of its Winnipeg Technical
Centre, which is expected to include an expanded footprint with increased commercial processing
capacity as well as analytical and functional capabilities;

continue to refine its protein extraction and purification technologies, develop new technologies
and related products;

explore partnership opportunities to bring additional plant-based protein ingredients to market;
further strengthen and expand its intellectual property portfolio;

explore opportunities for acquiring or licensing into Burcon, novel technologies that will
complement or enhance Burcon’s intellectual property portfolio and business initiatives;

pursue product development agreements with major food, beverage, and nutritional product
companies to develop improved or novel applications for Burcon’s other specialty proteins into
their products; and

continue to engage in investor relations activities with the benefit of Burcon’s NASDAQ listing,
to support the expansion of Burcon’s investor base, particularly from the U.S. investment
community, by raising awareness about Burcon through various media channels, analyst coverage
and investor relations.
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