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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended June 30, 2018

OR

0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from to

Commission file number 001-38161

Calyxt, Inc.

(Exact name of registrant as specified in its charter)

Delaware 001-38161 27-1967997

(State or Other Jurisdiction of (Commission (IRS Employer
Incorporation or Organization) File Number) Identification Number)

2800 Mount Ridge Road

Roseville, MN 55113-1127
(Address of Principal Executive Offices)

(651) 683-2807

(Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934
during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days. Yes [ No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File
required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the preceding 12 months (or for such shorter period that the
registrant was required to submit and post such files). Yes [ No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller reporting company or an
emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller reporting company” and “emerging growth
company” in Rule 12b-2 of the Exchange Act (check one):
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Large accelerated filer [ Accelerated filer
Non-accelerated filer (Do not check if a smaller reporting company) Smaller reporting company

Emerging growth company

If an emerging growth company, 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 13(a) of the Exchange Act. [

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). [ Yes No

As of July 30, 2018, there were 32,346,355 shares of common stock, $0.0001 par value per share, outstanding.
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Terms

When we use the terms “we,” “us,” the “Company,” or “our” in this report, unless the context otherwise requires, we are referring to Calyxt, Inc. When
we use the term “Cellectis” we are referring to Cellectis S.A., our parent company.

The name and trademark, “Cellectis®” and “TALEN®”, and other trademarks, trade names and service marks of Cellectis appearing in this Quarterly
Report on Form 10-Q are the property of Cellectis. We own the name and trademark, “Calyxt™”, and own or license other trademarks, trade names and
service marks of Calyxt appearing in this Quarterly Report on Form 10-Q. This Quarterly Report on Form 10-Q also contains additional trade names,
trademarks and service marks belonging to other companies. We do not intend our use or display of other parties’ trademarks, trade names or service
marks to imply, and such use or display should not be construed to imply, a relationship with, or endorsement or sponsorship of us by, these other
parties.

Cautionary Note Regarding Forward-Looking Statements

This Quarterly Report on Form 10-Q contains “forward-looking statements” within the meaning of the federal securities laws, including Section 27A of
the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended (the Securities Exchange Act).

We have made these forward-looking statements in reliance on the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. In
some cases, you can identify these statements by forward-looking words such as “may,” “might,” “will,” “should,” “expects,” “plans,” “anticipates,”
“believes,” “estimates,” “predicts,” “potential” or “continue,” the negative of these terms and other comparable terminology. These forward-looking
statements, which are subject to risks, uncertainties and assumptions about us, may include projections of our future financial performance, our
anticipated growth strategies and anticipated trends in our business. These statements are only predictions based on our current expectations and
projections about future events.
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There are important factors that could cause our actual results, level of activity, performance or achievements to differ materially from the results, level
of activity, performance or achievements expressed or implied by the forward-looking statements, including, without limitation, factors relating to:

Our limited operating history;
Our lack of commercial products and our inexperience with the commercialization of product candidates;

Our incurrence of significant losses since our inception and likelihood that we will continue to incur significant losses for the foreseeable
future;

Our reliance on contractual counterparties;

Significant competition from competitors with substantially greater resources than us;

Public perceptions of genetically engineered products and ethical, legal, environmental, health and social concerns;
Uncertain and evolving regulatory requirements within and outside of the United States;

Government policies and regulations affecting the agricultural sector and related industries;

Commodity prices and other market risks facing the agricultural sector;

Our product development efforts use complex integrated technology platforms and require substantial time and resources;

Our success in obtaining or maintaining necessary rights to product components and processes for our development pipeline through
acquisitions and in-licenses;

Our reliance on gene-editing technologies that may become obsolete in the future;

Our need to raise additional funding and the availability of additional capital or capital on acceptable terms;

Our reliance on third parties in connection with our field trials and research services;

The recognition of value in our products by farmers, and the ability of farmers and food processors to work effectively with our crops;
Our ability to secure third party contractors necessary for the commercial launch of our products;

Our ability to produce high-quality plants and seeds cost-effectively on a large scale;

Our ability to accurately forecast demand for our products;

The needs of food manufacturers and the recognition of shifting consumer preferences;

Adverse natural conditions and the highly seasonal and weather-sensitive nature of our business;

Our exposure to product liability claims;

The geographic concentration of our business activities;

Our ability to use net operating losses to offset future taxable income;

The adequacy of our patents and patent applications;

Our licensing of intellectual property from Cellectis and reliance on Cellectis to prosecute, maintain, defend or enforce such intellectual
property;

Uncertainty relating to our patent positions that involve complex scientific, legal and factual analysis;

The limited lifespan of our patents and limitations in intellectual property protection in some countries outside the United States;
Developments in patent and other intellectual property law;

Our ability to identify relevant third-party patents and to interpret the relevance, scope and expiration of third party patents;

Potential assertions of infringement, misappropriation or other violations of intellectual property rights, including licensing agreements;

Loss or damage to our germplasm libraries;
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*  Our ability to retain and attract senior management and key employees;
*  Our relationship with Cellectis, our controlling stockholder, and its ability to control the direction of our business;

*  Our being a “controlled company” and, as a result, qualifying for, and intending to rely on, exemptions from certain corporate governance
requirements;

*  Our status as an emerging growth company; and

»  Those factors discussed under the caption entitled “Risk Factors” in our Annual Report on Form 10-K for the year ended December 31,
2017, which was filed with the U.S. Securities and Exchange Commission, or the SEC, on March 14, 2018 (our Annual Report).

While the list of factors presented here is considered representative, no such list should be considered to be a complete statement of all potential risks
and uncertainties. Unlisted factors may present significant additional obstacles to the realization of forward-looking statements. Consequences of
material differences in results as compared with those anticipated in the forward-looking statements could include, among other things, business
disruption, operational problems, financial loss, legal liability to third parties and similar risks, any of which could have a material adverse effect on our
financial condition, results of operations, credit rating or liquidity. Therefore, you should not rely on any of these forward-looking statements.

Any forward-looking statement made by us in this Quarterly Report on Form 10-Q is based only on information currently available to us and speaks
only as of the date of this report. We do not assume any obligation to publicly provide revisions or updates to any forward-looking statements after the
date of this Quarterly Report on Form 10-Q, whether as a result of new information, future developments or otherwise, should circumstances change,
except as otherwise required by securities and other applicable laws.

Market Data

Unless otherwise indicated, information contained in this Quarterly Report on Form 10-Q concerning our industry and the markets in which we operate
is based on information from various sources, including independent industry publications. In presenting this information, we have also made
assumptions based on such data and other similar sources, and on our knowledge of, and our experience to date in, the potential markets for our product.
The industry in which we operate is subject to a high degree of uncertainty and risk due to a variety of factors, including those described in the section
entitled “Risk Factors” in our Annual Report. These and other factors could cause results to differ materially from those expressed in the estimates made
by the independent parties and by us.
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Website Disclosure

We use our website (www.calyxt.com) and our corporate Twitter account (@Calyxt_Inc) as routine channels of distribution of company information,
including press releases, analyst presentations, and supplemental financial information, as a means of disclosing material non-public information and for
complying with our disclosure obligations under Regulation FD. Accordingly, investors should monitor our website and our corporate Twitter account in
addition to following press releases, filings with the SEC, and public conference calls and webcasts. Additionally, we provide notifications of
announcements as part of our website. Investors and others can receive notifications of new press releases posted on our website by signing up for email
alerts.

None of the information provided on our website, in our press releases or public conference calls and webcasts or through social media is incorporated
into, or deemed to be a part of, this Quarterly Report on Form 10-Q or in any other report or document we file with the SEC, and any references to our
website or our corporate Twitter account are intended to be inactive textual references only.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements
Calyxt, Inc.
Condensed Balance Sheets
(Amounts in Thousands, Except Share Data and Per Share Data)
June 30, December 31,
2018 2017
(unaudited)

Assets
Current assets:

Cash and cash equivalents $105,620 $ 56,664

Trade accounts receivable — —

Due from related parties 102 167

Prepaid expenses and other current assets 1,475 626
Total current assets 107,197 57,457
Property and equipment, net 21,337 14,353
Other long-term assets 307 357
Total assets $128,841 $ 72,167

Liabilities and stockholders’ equity
Current liabilities:

Due to related parties $ 1,337 $ 1,350
Accounts payable 1,110 1,023
Accrued salaries, wages, and other compensation 627 945
Accrued liabilities 1,959 893
Current deferred revenue 9 43
Total current liabilities 5,042 4,254
Non-current deferred revenue 116 289
Finance lease obligations and other long term liabilities 17,444 10,148
Total liabilities 22,602 14,691

Stockholders’ equity:
Common stock, $0.0001 par value; 275,000,000 shares authorized, 32,336,106 and 27,718,780 shares issued and
outstanding as of June 30, 2018 and December 31, 2017, respectively 3 3
Preferred stock, $0.0001 par value; 50,000,000 shares authorized, no shares
issued or outstanding as of June 30, 2018 and December 31, 2017, respectively — —

Additional paid-in capital 172,730 112,021

Accumulated deficit (66,494) (54,548)
Total stockholders’ equity 106,239 57,476
Total liabilities and stockholders’ equity $128,841 $ 72,167

See accompanying notes to the Unaudited Condensed Financial Statements.
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Calyxt, Inc.
Condensed Statements of Operations
(Amounts in Thousands except Shares Outstanding and Per Share Amounts)

Three Months Ended Six Months Ended
June 30, June 30,
2018 2017 2018 2017
(unaudited)

Revenue $ 196 $ 223 $ 207 $ 278
Operating expenses:

Cost of revenue — — — —

Research and development 3,093 1,453 4,186 2,719

Selling, general, and administrative 4,595 2,010 7,809 3,588

Total operating expenses 7,688 3,463 11,995 6,307

Loss from operations (7,492) (3,240) (11,788) (6,029)
Interest expense, net (72) (30) (140) (44)
Foreign currency transaction loss (12) (125) (18) (154)
Loss before income taxes (7,576) (3,395) (11,946) (6,227)
Income tax expense — — — —
Net loss $ (7,576) $ (3,395) $ (11,946) $ (6,227)
Basic and diluted loss per share $ (0.25) $ (0.17) $ (0.41) $ (0.32)
Weighted average shares outstanding—basic and diluted 29,840,827 19,600,000 28,851,491 19,600,000

See accompanying notes to the Unaudited Condensed Financial Statements.
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Calyxt, Inc.
Condensed Statement of Stockholders’ Equity
(Amounts in Thousands except Shares Outstanding)

Additional Total
Shares Common Paid-In Accumulated Stockholders’
Qutstanding Stock Capital Deficit Equity
Balances at December 31, 2017 27,718,780 $ 3 $112,021 $ (54,548) $ 57,476
Net loss — — (11,946) (11,946)
Common shares issued upon exercise of options and other 559,826 1,241 1,241
Stock-based compensation — 2,427 2,427
Issuance of common stock 4,057,500 — 57,041 57,041
Balances at June 30, 2018 (unaudited) 32,336,106 $ 3 $172,730 $ (66,494) $ 106,239

See accompanying notes to the Unaudited Condensed Financial Statements.
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Calyxt, Inc.
Condensed Statements of Cash Flows
(Amounts in Thousands)

Six Months Ended

June 30,
2018 2017
(unaudited)
Operating activities
Net loss $(11,946)  $(6,227)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation 371 268
Stock-based compensation 2,427 692
Unrealized transaction gain (loss) on related party activity 6 (156)
Changes in operating assets and liabilities:
Trade accounts receivable — 110
Due to/from related parties 47 1,213
Prepaid expenses and other assets (799) (448)
Accounts payable 87 284
Accrued salaries, wages, and other compensation (318) 10
Accrued liabilities 1,504 369
Deferred revenue (207) (178)
Net cash used in operating activities (8,828) (4,063)
Investing activities
Purchases of property and equipment, net (498) (608)
Net cash used in investing activities (498) (608)
Financing activities
Advance from Parent — 3,000
Costs incurred related to the issuance of stock (665) (834)
Proceeds from common stock issuance 57,706 —
Proceeds from the exercise of stock options 1,241 —
Net cash provided by financing activities 58,282 2,166
Net decrease in cash and cash equivalents 48,956 (2,505)
Cash and cash equivalents—beginning of period 56,664 5,026
Cash and cash equivalents—end of period $105,620  $ 2,521
Supplemental cash flow information
Interest paid $ 207 $ —
Supplemental non-cash investing and financing transactions:
Property and equipment included in financing lease obligation $ 70 $ —
Offering costs in accounts payable and accrued liabilities $ 445 $ 1,269

See accompanying notes to the Unaudited Condensed Financial Statements.
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Calyxt, Inc.
Notes to Condensed Financial Statements
(unaudited)

1.  Nature of Business

Calyxt, Inc., formerly known as Cellectis Plant Sciences, Inc., was founded in 2010 and incorporated in Delaware. The Company is headquartered in
Roseville, Minnesota. The Company is a consumer-centric, food- and agriculture-focused company. Prior to the Company’s initial public offering (IPO)
on July 25, 2017, Calyxt was a wholly owned subsidiary of Cellectis. As of June 30, 2018, Cellectis owned approximately 70.2% of the Company’s
outstanding common stock. Calyxt’s common stock is listed on the Nasdaq market under the ticker symbol “CLXT”.

The accompanying unaudited condensed financial statements have been prepared in accordance with accounting principles generally accepted in the
United States of America for interim financial information and with the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they
do not include all of the information and related notes required by accounting principles generally accepted in the United States of America for complete
financial statements. In the opinion of management, all adjustments (consisting of normal recurring adjustments) considered necessary for a fair
presentation have been included in the accompanying financial statements. The results of operations for the period ended June 30, 2018 are not
necessarily indicative of the results that may be expected for the full year.

This interim information should be read in conjunction with the audited financial statements and notes thereto included in the Company’s Annual Report
on Form 10-K for the year ended December 31, 2017, which was filed with the SEC on March 14, 2018 (the Annual Report).

Initial Public Offering

On July 25, 2017, the Company completed an IPO of its common stock. The Company sold an aggregate of 8,050,000 shares of common stock at a
price of $8.00 per share, including 1,050,000 shares of common stock pursuant to the exercise of the underwriters’ option to purchase additional shares.
In the aggregate, the Company received net proceeds from the IPO and exercise of the overallotment option of approximately $58.0 million, after
deducting underwriting discounts and commissions of $3.1 million and offering expenses totaling approximately $3.3 million. As part of the IPO,
Cellectis purchased 2,500,000 shares of common stock for a value of $20.0 million, the proceeds of which are included in the net proceeds of
approximately $58.0 million. The Company used $5.7 million of the proceeds from Cellectis to pay a portion of the outstanding obligations owed to
Cellectis.

Follow-on Public Offering

On May 22, 2018, the Company completed a follow-on offering of its common stock. The Company sold an aggregate of 4,057,500 shares of common
stock at a price of $15.00 per share, including 457,500 shares of common stock pursuant to the exercise of the underwriters’ option to purchase
additional shares. In the aggregate, the Company received net proceeds from the follow-on offering and exercise of the overallotment option of
approximately $57.0 million, after deducting underwriting discounts and commissions of $3.2 million and offering expenses totaling approximately
$0.7 million. As part of the follow-on offering, Cellectis purchased 550,000 shares of common stock for a value of $8.3 million, the proceeds of which
are included in the net proceeds of approximately $57.0 million.

2. Summary of Significant Accounting Policies
Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. On an ongoing basis, the
Company evaluates its estimates, including those related to stock-based compensation and the valuation allowance for deferred tax assets and
derivatives. The Company bases its estimates on historical experience and on various other market-specific and relevant assumptions that it believes to
be reasonable under the circumstances. Actual results could differ from those estimates.
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Cash and Cash Equivalents

Cash and cash equivalents consist of cash and term deposits with original maturities of three months or less. The carrying value of these instruments
approximate fair value. The balances, at times, may exceed federally insured limits. The Company has not experienced any losses on its cash and cash
equivalents.

Trade Accounts Receivable

Accounts receivable are unsecured, are recorded at net realizable value, and do not bear interest. The Company makes judgments as to its ability to
collect outstanding receivables based upon patterns of collectability, historical experience, and management’s evaluation of specific accounts and will
provide an allowance for credit losses when collection becomes doubtful. The Company performs credit evaluations of its customers’ financial condition
on an as-needed basis. Payment is generally due 30 days from the invoice date, and accounts past 30 days are individually analyzed for collectability.
When all collection efforts have been exhausted, the account is written off against the related allowance.

The Company had no trade accounts receivables as of June 30, 2018 or December 31, 2017.

Prepaid Expenses and Other Current Assets

Other current assets represent prepayments, research and development (R&D) tax credits, deferred costs, purchased seed contracts and deposits made by
the Company.

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation. Depreciation is computed based upon the estimated useful lives of the respective
assets. Leasehold improvements are amortized using the straight-line method over the shorter of the lease term or the estimated useful life of the assets.
Repairs and maintenance costs are expensed as incurred. The cost and accumulated depreciation of property and equipment retired, or otherwise
disposed of, are removed from the related accounts, and any residual values are charged to expense. Depreciation expense has been calculated using the
following estimated useful lives:

Buildings and other improvements 10-20 years

Leasehold improvements Remaining lease period
Office furniture and equipment 5-7 years

Computer equipment and software 3-5 years

Leases

Leases are classified as either finance or operating leases, with such classification affecting the pattern of expense recognition in the income statement.
In September 2017, the Company entered into a financing lease with respect to the Company’s new corporate headquarters. Refer to Note 10 for more
detail.

Long-Lived Assets

Management reviews its long-lived assets for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset or
asset group may not be recoverable. If the impairment tests indicate that the carrying value of the asset, or asset group is greater than the expected
undiscounted cash flows to be generated by such asset or asset group, further analysis is performed to determine the fair value of the asset or asset
group. To the extent the fair value of the asset or asset group is less than its carrying value, an impairment loss is recognized equal to the amount the
carrying value exceeds the fair value of the asset or asset group. Assets to be disposed of are carried at the lower of their carrying value or fair value less
costs to sell.

There have been no impairment losses recognized for the three and six months ended June 30, 2018 or June 30, 2017.
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Fair Value of Financial Instruments

Pursuant to the requirements of Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) Topic 820, Fair Value
Measurement, the Company’s financial assets and liabilities measured at fair value on a recurring basis are classified and disclosed in one of the
following three categories:

Level 1—Financial instruments with unadjusted quoted prices listed on active market exchanges.
Level 2—Financial instruments lacking unadjusted, quoted prices from active market exchanges, including over-the-counter traded financial
instruments. The prices for the financial instruments are determined using prices for recently traded financial instruments with similar underlying terms,

as well as directly or indirectly observable inputs, such as interest rates and yield curves that are observable at commonly quoted intervals.

Level 3—Financial instruments that are not actively traded on a market exchange. This category includes situations in which there is little, if any, market
activity for the financial instrument. The prices are determined using significant unobservable inputs or valuation techniques.

The Company has derivative instruments that are classified as Level 2. The Company does not have any financial instruments classified as Level 3, and
there were no movements between these categories during the six months ended June 30, 2018 or June 30, 2017.

Fair Value Measurements at June 30, 2018
(in thousands)

Level 1 Level 2 Level 3 Net Balance
Asset at Fair Value:
Forward purchase contracts — $ 9 — $ 9
Total Assets at Fair Value — $ 9 — $ 9
Liabilities at Fair Value
Forward purchase contracts — $ 363 — $ 363
Total Liabilities at Fair Value — $ 363 — $ 363

Fair Value Measurements at December 31, 2017,
(in thousands)

Level 1 Level 2 Level 3 Net Balance
Asset at Fair Value:
Forward purchase contracts — $ 3 — $ 3
Total Assets at Fair Value — $ 3 — $ 3
Liabilities at Fair Value
Forward purchase contracts — $ 4 — $ 4
Total Liabilities at Fair Value — $ 4 — $ 4

Forward Purchase Contracts and Derivatives

The Company enters into supply agreements for grain and seed production with settlement values based on commodity market futures pricing. The
Company accounts for these derivative financial instruments utilizing the authoritative guidance in ASC Topic 815, Derivatives and Hedging. Realized
gains and losses from derivative contracts are recorded as R&D expenses as a result of breeding contract activity. The fair value for forward purchase
contracts is estimated based on exchange-quoted prices.

Unrealized gains and losses on all derivative contracts are recorded in other current assets or other current liabilities on the balance sheet at fair value.
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The table below summarizes the carrying value of derivative instruments as of June 30, 2018 and December 31, 2017.

Asset Derivatives Liability Derivatives
Derivatives not Fair Value Fair Value
designated as hedging Balance Balance
instruments under Sheet June 30, December 31, Sheet June 30, December 31,
ASC Topic 815 Location 2018 2017 Location 2018 2017
(in th ds) (in th ds)

Prepaid expenses and

other current Accrued Liabilities
Forward purchase contracts assets $ 9 $ 3 —current $ 363 $ 4
Total derivatives $ 9 $ 3 $ 363 $ 4

As of June 30, 2018, and December 31, 2017, the Company had asset derivatives of $9 thousand and $3 thousand, respectively, and liability derivatives
related to forward purchase contracts of $363 thousand and $4 thousand, respectively. The number of farmers and bushels increase in 2018 versus 2017
and a decrease in the futures price of soybean lead to an increase in the liability balance period over period. Increases or decreases of the grain futures
price will impact these balances and could lead to significant changes in the balances.

Patents

The Company expenses patent costs, including related legal costs, as incurred. Costs to write, maintain, in-license, and defend patents are recorded as
selling, general and administrative expenses in the statements of operations. Costs to support the research for filing patents are recorded as research and
development expenses in the statements of operations.

Revenue Recognition

The Company enters into R&D agreements that may consist of nonrefundable up-front payments, milestone payments, royalties, and R&D Services. In
addition, the Company may license its technology to third parties, which may be part of the R&D agreements.

For agreements that contain multiple elements, each element within a multiple-element arrangement is accounted for as a separate unit of accounting
provided the following criteria are met: the delivered products or services have value to the customer on a standalone basis and, for an arrangement that
includes a general right of return relative to the delivered products or services, delivery, or performance of the undelivered product or service is
considered probable and is substantially controlled by the Company. The Company considers a deliverable to have standalone value if the product or
service is sold separately by the Company or another vendor or could be resold by the customer. Further, the Company’s revenue arrangements do not
include a general right of return relative to the delivered products.

Nonrefundable up-front payments are deferred and recognized as revenue over the period of the R&D agreement. If an R&D agreement is terminated
before the original term of the agreement is fulfilled, all the remaining deferred revenue is recognized at the date of termination.

Milestone payments represent amounts received from the Company’s R&D partners, the receipt of which is dependent upon the achievement of certain
scientific, regulatory, or commercial milestones. The Company recognizes milestone payments when the triggering event has occurred, there are no
further contingencies or services to be provided with respect to that event, and the counterparty has no right to refund of the payment. The triggering
event may be scientific results achieved by the Company or another party to the arrangement, regulatory approvals, or the marketing of products
developed under the arrangement.

Royalty revenue arises from the Company’s contractual entitlement to receive a percentage of product sales revenues achieved by counterparties.
Royalty revenue is recognized on an accrual basis in accordance with the terms of the agreement when sales can be determined reliably and there is
reasonable assurance that the receivables from outstanding royalties will be collected.

License revenue from licenses that were granted to third parties is recognized ratably over the period of the license agreements. Revenue from R&D
services is recognized over the period the R&D services are performed. No new revenue arrangements were entered into during the six months ended
June 30, 2018.
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Cost of Revenue

Cost of revenue relates to the performance of services or contract research and consists of direct external expenses relating to projects and internal costs,
including overhead allocated on a full-time equivalent basis. Cost of revenue was $0 for the three and six months ended June 30, 2018 and 2017.

Research and Development

R&D expenses represent costs incurred for the development of various products using licensed gene editing technology, including expenses allocated to
Calyxt by Cellectis. R&D expenses consist primarily of salaries, stock compensation and related costs of the Company’s scientists, in-licensing of
technology, consumables, property and equipment depreciation, and fees paid to third-party consultants. All research and development costs are
expensed as incurred.

The Company in-licenses certain technology from third-parties that is a component of ongoing research and product development. The Company
expenses up-front license fees upon contracting due to the uncertainty of future commercial value, as well as expensing any ongoing annual fees when
incurred.

Stock-Based Compensation

The Company measures employee and nonemployee stock-based awards at grant-date fair value and records compensation expense using the
accelerated attribution method over the vesting period of the award. Stock-based awards issued to nonemployees are remeasured until the award vests.
The Company uses the Black-Scholes option pricing model to value its stock option awards. Estimating the fair value of stock option awards requires
management to apply judgment and make estimates, including the volatility of the Company’s common stock, the expected term of the Company’s stock
options and the expected dividend. The Company accounts for forfeitures as they occur, rather than estimating expected forfeitures.

The expected term of stock options is estimated using the simplified method, or lattice method when appropriate, for employee options as the Company
does not have sufficient historical information to develop reasonable expectations about future exercise patterns and post-vesting employment
termination behavior for its stock option grants. The simplified method is based on the average of the vesting tranches and the contractual life of each
grant. For options granted to nonemployees, the Company uses the remaining contractual life. For stock price volatility, the Company uses comparable
public companies as a basis for its expected volatility to calculate the fair value of option grants. The Company assumes no dividend yield because
dividends are not expected to be paid to stockholders in the near future, which is consistent with the Company’s history of not paying dividends to
stockholders. The risk-free interest rate is based on U.S. Treasury notes with a term approximating the expected life of the option.

Interest Expense and Income

The Company nets interest expense incurred from the financing lease obligation and interest income earned from the interest on the cash balances within
the condensed statement of operations. The interest expense and income for the three months ended June 30, 2018 was $317 thousand and $245
thousand, respectively. The interest expense and income for the six months ended June 30, 2018 was $552 thousand and $412 thousand, respectively.

Foreign Currency Transactions

Transactions in foreign currencies are remeasured into the Company’s functional currency, U.S. dollars, at the exchange rates effective at the transaction
dates. Assets and liabilities denominated in foreign currencies at the reporting date are remeasured into the functional currency using the exchange rate
effective at that date.

Income Taxes

Current income taxes are recorded based on statutory obligations for the current operating period for the jurisdictions in which the Company has
operations.

Deferred taxes are provided on an asset and liability method, whereby deferred tax assets are recognized for deductible temporary differences and
deferred tax liabilities are recognized for taxable temporary differences. Temporary differences are the differences between the reported amounts of
assets and liabilities and their tax basis. Deferred tax assets are reduced by a valuation allowance when, in the opinion of management, it is more likely
than not that some portion or all of the deferred tax assets will not be realized. Deferred tax assets and liabilities are adjusted for the effects of changes in
tax laws and rates on the date of enactment.
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The tax effects from an uncertain tax position can be recognized in the financial statements only if the position is more likely than not to be sustained on
audit, based on the technical merits of the position. Calyxt recognizes the financial statement benefit of a tax position only after determining that the
relevant tax authority would more likely than not sustain the position following an audit. For tax positions meeting the more likely than-not threshold,
the amount recognized in the financial statements is the largest benefit that has a greater than 50% likelihood of being realized upon settlement with the
relevant tax authority. The Company is subject to income taxes in U.S. federal and state jurisdictions. With few exceptions, the Company is no longer
subject to U.S. federal and state income tax examinations by tax authorities for years ending prior to 2013. In the event of any future tax assessments,
the Company’s accounting policy is to record the income taxes and any related interest or penalties as current income tax expense on the statements of
operations.

Recently Issued Accounting Pronouncements

As an emerging growth company, the Company has elected to use the extended transition period for complying with any new or revised financial
accounting standards provided pursuant to Section 13(a) of the Securities Exchange Act.

In May 2014, the FASB issued Accounting Standards Update (ASU) 2014-09, Revenue from Contracts with Customers, which creates ASC Topic 606,
Revenue from Contracts with Customers, and supersedes the revenue recognition requirements in ASC Topic 605, Revenue Recognition. The guidance
in ASU 2014-09 and subsequently issued amendments ASU 2016-08, Revenue from Contracts with Customers: Principal versus Agent Considerations
(Reporting Revenue Gross versus Net); ASU 2016-10, Revenue from Contracts with Customers: Identifying Performance Obligations and Licensing;
and ASU 2016-12, Revenue from Contracts with Customers: Narrow-Scope Improvements and Practical Expedients, outlines a comprehensive model
for all entities to use in accounting for revenue arising from contracts with customers, as well as required disclosures. Entities have the option of using
either a full retrospective or modified approach to adopt the new guidance. For public entities, certain not-for-profit entities, and certain employee
benefit plans, the new revenue standard is effective for annual periods beginning after December 15, 2017, including interim periods within that
reporting period. For all other entities, the new revenue standard is effective for annual periods beginning after December 15, 2018, and interim periods
within annual periods beginning after December 15, 2019. Early adoption is permitted. The adoption of this standard is not expected to have a material
effect on the Company as the Company currently has insignificant revenues from previously entered R&D contracts. The Company expects to recognize
revenues when its first product is commercialized. The impact of adoption of the standard may be more significant once products are commercialized.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The guidance requires that lessees recognize assets and liabilities on the balance
sheet for the rights and obligations created by all leases with terms of more than 12 months. The amendment also requires disclosures designed to give
financial statement users information on the amount, timing, and uncertainty of cash flows arising from leases. These disclosures include qualitative and
quantitative information. For public entities, not-for-profit entities, or employee benefit plans, ASU 2016-02 is effective for annual periods beginning
after December 15, 2018, and interim periods within those annual periods. For all other entities, ASU 2016-02 is effective for annual periods beginning
after December 15, 2019, and interim periods within annual periods beginning after December 15, 2020. Entities are required to use a modified
retrospective approach for leases that exist or are entered into after the beginning of the earliest comparative period in the financial statements. Early
adoption is permitted. The Company is evaluating the impact of adopting this pronouncement.

In May 2017, the FASB issued ASU 2017-09, Compensation—Stock Compensation (Topic 718): Scope of Modification Accounting, which clarifies
when to account for a change to the terms or conditions of a share-based payment award as a modification. Under the new guidance, modification
accounting is required only if the fair value, the vesting conditions, or the classification of the award (as equity or liability) changes as a result of the
change in terms or conditions. The guidance is effective for annual periods, and interim periods within those annual periods, beginning after
December 15, 2017. The Company adopted the standard during the first quarter of 2018 and it did not have a material impact on the Company.

In June 2018, the FASB issued ASU 2018-07, Compensation—Stock Compensation (Topic 718): Improvements to Nonemployee Share-Based Payment
Accounting, which expands the scope of Topic 718 to include share-based payment transactions for acquiring goods and services from nonemployees.
The guidance is effective for public entities, certain not-for-profit entities, and certain employee benefit plans for fiscal years beginning after
December 15, 2018, including interim periods within that fiscal year. For all other entities, ASU 2018-07 is effective for fiscal years beginning after
December 15, 2019, and interim periods within fiscal years beginning after December 15, 2020. Early adoption is permitted, but no earlier than an
entity’s adoption date of Topic 606. The Company is evaluating the impact of adopting this pronouncement.
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3. Concentrations of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of cash and cash equivalents, and trade
accounts receivable.

Cash and cash equivalents concentration—The Company holds cash balances at financial institutions that, at times, may exceed federally insured limits.
The Company evaluates the creditworthiness of these financial institutions in determining the risk associated with these deposits. Calyxt has not
experienced any losses on such accounts.

Trade accounts receivable concentration—The Company had no trade accounts receivables as of June 30, 2018 and December 31, 2017.

Revenue concentration—For the three and six months ended June 30, 2018, one customer accounted individually for 99% and 98% of revenue,
respectively. For the three and six months ended June 30, 2017, two customers accounted individually for 83% and 12% and 72% and 20% of revenue,
respectively.

4.  Property and Equipment

Property and equipment consists of the following:

As of As of
June 30, December 31,
(Amounts in Thousands) 2018 2017
Land $ 5,690 $ 5,690
Buildings and other improvements 14,747 4,414
Leasehold improvements 52 169
Office furniture and equipment 2,317 1,672
Computer equipment and software 0 20
Assets under construction 0 3,671
22,806 15,636
Less accumulated depreciation (1,469) (1,283)
Property and equipment, net $21,337 $ 14,353

As of June 30, 2018, the Company capitalized $10.7 million from assets under construction which consists of building and site improvements, office
equipment & furniture and architect fees related to construction of the Company’s new corporate headquarters. Of this amount, $10.2 million was
funded by the lease obligation pursuant to the sale-leaseback transaction described in Note 10. Following its substantial completion in May 2018, the
completed asset was capitalized and will be depreciated over the term of the lease.

Depreciation expense was $215 thousand and $134 thousand for the three months ended June 30, 2018 and 2017, respectively. Depreciation expense
was $371 thousand and $268 thousand for the six months ended June 30, 2018 and 2017, respectively.

5. Related-Party Transactions

Due from related parties consists of receivables due from another subsidiary of Cellectis related to payroll services provided by Calyxt to this other
subsidiary of Cellectis.

Due to related parties consists of license fees, amounts owed under the intercompany management agreement, and interest charged on outstanding
amounts. Amounts due to Cellectis that are included in due to related parties on the balance sheet bear interest at a rate of the European Interbank
Offered Rate for 12 months (EURIBOR 12) plus 5% per annum.

The Company has a management agreement with Cellectis, in which the Company pays Cellectis a monthly fee for certain services provided by
Cellectis, which include general sales and administration functions, accounting functions, research and development, legal advice, human resources, and
information technology. The Company recorded expenses associated with the management agreement of $399 thousand and $482 thousand for the three
months ended June 30, 2018 and 2017, respectively. For the three months ended June 30, 2018 and 2017, the Company classified $364 thousand and
$446 thousand, respectively, as a component of sales, general, and administrative expenses while $35 thousand and $36 thousand, respectively, were
classified as a component of
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R&D expenses. The Company recorded expenses associated with the management agreement of $979 and $895 thousand for the six months ended
June 30, 2018 and 2017, respectively. For the six months ended June 30, 2018 and 2017, the Company classified $899 thousand and $830 thousand,
respectively, as a component of sales, general, and administrative expenses, while $80 thousand and $65 thousand, respectively, were classified as a
component of R&D expenses.

As of June 30, 2018, and December 31, 2017, the Company had short-term Cellectis obligations of $1.3 million and $1.4 million, respectively,
consisting of amounts owed under the intercompany management agreement for services provided by Cellectis and costs incurred by Cellectis on behalf
of the Company.

Cellectis entered into a Lease Guaranty with the landlord for the Company’s new headquarters, whereby Cellectis has guaranteed all of the Company’s
obligations under the Lease Agreement. Cellectis’ guarantee of Calyxt’s obligations under the sale-leaseback transaction will terminate at the end of the
second consecutive calendar year in which Calyxt’s tangible net worth exceeds $300 million, as determined in accordance with generally accepted
accounting principles. On November 10, 2017, Calyxt agreed to indemnify Cellectis for any obligations incurred by Cellectis under the Lease Guaranty.
This indemnification agreement will become effective at such time as Cellectis owns 50% or less of Calyxt’s outstanding common stock.

TALEN technology was invented by researchers at the University of Minnesota and Iowa State University and exclusively licensed to Cellectis. Calyxt
obtained from Cellectis an exclusive license for the TALEN technology for commercial use in plants. TALEN technology is the primary gene-editing
technology used by Calyxt today. The Company will be required to pay a royalty to Cellectis on future sales for the licensing of the technology.

During the quarter ended June 30, 2018, Cellectis purchased 550,000 shares of common stock in the Company’s follow-on offering at the public offering
price of $15.00 per share. In addition, in connection with the vesting on June 14, 2018, of restricted stock units for certain employees and nonemployees
of the Company and Cellectis, Cellectis purchased 63,175 shares of common stock of the Company at a price of $19.49 per share (the closing price
reported on the NASDAQ Global Market on June 14, 2018) directly from such employees and nonemployees in private transactions pursuant to share
purchase agreements dated June 13, 2018.

6.  Accrued Liabilities

As of June 30, 2018, and December 31, 2017, the Company had accrued liabilities of $1,959 thousand and $893 thousand, respectively, which consist of
purchase commitments and miscellaneous operating expenses.

7.  Net Loss per Share

Basic loss per share is computed based on the net loss allocable to common stockholders for each period, divided by the weighted average number of
common shares outstanding. All outstanding stock options and restricted stock units (RSUs) are excluded from the calculation since they are anti-
dilutive. Due to the existence of net losses for the three- and six-month periods ended June 30, 2018 and 2017, basic and diluted loss per share were the
same.

8.  Stock-Based Compensation
Calyxt, Inc. Equity Incentive Plans

The Company adopted the Calyxt, Inc. Equity Incentive Plan, or the Initial Plan, which allows for the grant of stock options to attract and retain highly
qualified employees. In June 2017, the Company also adopted an omnibus incentive plan, or the Omnibus Plan, under which the Company granted stock
options and restricted stock units to certain of the Company’s employees and nonemployees, as well as certain employees and nonemployees of
Cellectis.

The options granted under the Initial Plan and the Omnibus Plan, which were only eligible for exercise following the completion of the IPO on July 25,
2017, have an exercise price equal to the estimated fair value of the stock at the grant date for the Omnibus Plan and the grant date for the Initial Plan,
respectively.
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The following table presents stock-based compensation expense included in the Company’s condensed statements of operations (in thousands) for stock
options and restricted stock unit awards under the plans:

Three Months Ended Six Months Ended
June 30 June 30
2018 2017 2018 2017
Stock-based compensation expense for:

Employee stock options $ 278 $ — $ 576 $—
Employee restricted stock units 384 435 819 435

Nonemployee stock options 1,138 — 426 —
Nonemployee restricted stock units 492 8 403 8

$ 2,292 $ 443 $2,224 $ 443

Three Months Ended Six Months Ended
June 30 June 30
2018 2017 2018 2017
Stock-based compensation expense/(benefit) in operating expenses:
Selling, general and administrative $ 967 $ 422 $1,336 $422
Research and development 1,325 21 888 21
$ 2,292 $ 443 $2,224 $443

For accounting purposes, the Company treats stock-based compensation awards granted to employees of Cellectis as deemed dividends to Cellectis,
which are recorded quarterly. The Company recorded $663 thousand and $1.4 million and $69 thousand and $69 thousand in deemed dividends to
Cellectis in the three and six months ended June 30, 2018 and 2017, respectively, for RSUs and stock options granted to employees of Cellectis.

Equity instruments issued to non-employees include RSUs and options to purchase shares of the Company’s common stock. These RSUs and options
vest over a certain period during which services are provided. The Company expenses the fair market value of the awards over the period in which the
related services are received. Unvested awards are remeasured to fair value until they vest.

Stock Options

The following table summarizes stock option activity for the six months ended June 30, 2018:

Weighted-
Weighted- Average
Average Aggregate Remaining
Exercise Intrinsic Contractual
Number of Price Per Value (in Life (in
Shares Share thousands) years)
Outstanding at December 31, 2017 3,883,432 $ 9.16 $ 49,965 8.8
Granted 83,625 $ 23.03
Exercised (333,899) $ 372 $ 5,159
Canceled (249,900) $ 13.29
Outstanding at June 30, 2018 3,383,258 $ 9.74 $ 30,864 8.4
Exercisable at June 30, 2018 1,361,055 $ 7.13 $ 15,977 8.0

The weighted average grant date fair value for stock options granted during the six months ended June 30, 2018 and 2017 was $10.27 and $2.41,
respectively. The total fair value of stock options vested during the six months ended June 30, 2018 and 2017 was $2.2 million and $0, respectively. The
aggregate intrinsic value of stock options exercised during the six months ended June 30, 2018 and 2017 was $5.2 million and $0, respectively. At

June 30, 2018, the total unrecognized stock-based compensation expense related to non-vested stock options is approximately $3.7 million, which is
expected to be recognized over a weighted-average period of 4.2 years.

The fair value of each stock option is estimated using the Black-Scholes option pricing model at each measurement date. The fair value of stock options
under the Black-Scholes model requires management to make assumptions regarding projected employee stock option exercise behaviors, risk-free
interest rates, volatility of the stock price, and expected dividends. The awards currently outstanding were granted with vesting terms between two and
six years. Certain awards contained a 25% acceleration vesting clause upon a triggering event or initial public offering as defined in the Initial Plan.
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The Company has not historically paid dividends to its stockholders and currently does not anticipate paying any dividends in the foreseeable future. As
a result, the Company has assumed a dividend yield of 0%. The risk-free interest rate is based upon the rates of U.S. Treasury bills with a term that
approximates the expected life of the option. The Company uses the simplified method, or the lattice method when appropriate, to reasonably estimate
the expected life of its option awards. Expected volatility is based upon the volatility of comparable public companies.

The following table provides the assumptions used in the Black-Scholes model for the stock option awards:

Six Months Ended

June 30
2018 2017
Expected dividend yield 0% 0%
Risk-free interest rate 2.45-2.82% 1.25% - 2.31%
Expected volatility 40.9%-54.7% 27.4% - 42.5%
Expected life (in years) 6.34-9.21 1.22 - 10.00
Restricted Stock Units
The following table summarizes the activity of restricted stock units:
Number of Weighted-Average
Restricted Stock Grant Date Fair
Units Outstanding Value
Unvested balance at December 31, 2017 1,373,933 $ 8.00
Granted 27,875 $ 23.03
Vested (186,727) $ 8.00
Canceled (171,500) $ 8.00
Unvested balance at June 30, 2018 1,043,581 $ 8.40

The weighted average grant date fair value for RSUs granted during the six months ended June 30, 2018 and 2017 was $23.03 and $8.00, respectively.
The total fair value of RSUs vested during the six months ended June 30, 2018 and 2017 was $1.7 million and $314 thousand, respectively. As of

June 30, 2018, the Company had approximately $4.6 million of unrecognized stock-based compensation expense related to restricted stock units that is
expected to be recognized over a weighted-average period of 4.6 years.

Cellectis Equity Incentive Plans

Cellectis grants stock options to certain employees of Calyxt. Compensation costs related to the grant of Cellectis awards to Calyxt’s employees has
been recognized in the statements of operations with a corresponding credit to stockholders’ equity, representing Cellectis’ capital contribution to the
Company. The fair value of each stock option is estimated at the grant date using the Black-Scholes option pricing model. The fair value of stock options
under the Black-Scholes model requires management to make assumptions regarding projected employee stock option exercise behaviors, risk-free
interest rates, volatility of the Cellectis’ stock price, and expected dividends.

The following table provides the range of assumptions used in the Black-Scholes model for Cellectis awards:

Six Months Ended

June 30
2018 2017
Expected dividend yield 0% 0%
Risk-free interest rate 0.03%-0.94% 2.16%-2.31%
Expected volatility 59.09%-65.64% 37.5%-42.3%
Expected life (in years) 6.00-6.12 7.43-10

-18-



Table of Contents

The Company recognized stock-based compensation expense related to Cellectis’ grants of stock options and warrants to Calyxt employees and
consultants of $96 thousand and $115 thousand for the three-month periods ended June 30, 2018 and 2017, respectively. The Company recognized
stock-based compensation expense related to its Cellectis’ grants of stock options and warrants to Calyxt employees and consultants of $203 thousand
and $249 thousand for the six-month periods ended June 30, 2018 and 2017, respectively. The following table summarizes the stock-based
compensation expense for Cellectis awards (in thousands), which was recognized in the Company’s statements of operations:

Three Months Ended Six Months Ended
June 30 June 30
2018 2017 2018 2017
Stock-based compensation expense in operating expenses:
Selling, general and administrative $ 53 $ 10 $ 106 $ 13
Research and development 43 105 97 236

$ 96 $ 115 $ 203 $ 249

9. Income Taxes

The Company provides for a valuation allowance when it is more likely than not that it will not realize a portion of the deferred tax assets. The
Company has established a full valuation allowance for deferred tax assets due to the uncertainty that enough taxable income will be generated in the
taxing jurisdiction to utilize the assets. Therefore, the Company has not reflected any benefit of such deferred tax assets in the accompanying financial
statements.

On December 22, 2017, the President of the United States signed into law the Tax Cuts and Jobs Act tax reform legislation. This legislation makes
significant changes in U.S. tax law including a reduction in the corporate tax rates, changes to net operating loss carryforwards and carrybacks, and a
repeal of the corporate alternative minimum tax. The legislation reduced the U.S. corporate tax rate from the current rate of 35% to 21%. As a result of
the enacted law, the Company was required to revalue deferred tax assets and liability at the enacted rate. This revaluation didn’t have any income tax
expense impact due to the full valuation allowance. The other provisions of the Tax Cuts and Jobs Act did not have a material impact on the second
quarter financial statements.

The Company has applied the guidance in ASU 2018-05, Income Taxes (Topic 740): Amendments to SEC Paragraphs Pursuant to SEC Staff Accounting
Bulletin No. 118, when accounting for the enactment-date effects of the Tax Cut and Jobs Act. As of June 30, 2018, the Company had not completed its
accounting for the tax effects of the Tax Cut and Jobs Act, as the Company is in the process of analyzing certain aspects of the Tax Cut and Jobs Act,
obtaining information, and refining its calculations of the Tax Cut and Jobs Act’s impact. There have been no material measurement period adjustments
made during the three months ended June 30, 2018 related to the provisional amounts recorded and disclosed in our Annual Report. The Company
expects to complete the accounting for the tax effects of the Tax Cut and Jobs Act during 2018.

As of June 30, 2018, there were no material changes to what the Company disclosed regarding tax uncertainties or penalties as of December 31, 2017.

10. Commitments and Contingencies
Litigation and Claims

Various legal actions, proceedings, and claims (generally, matters) are pending or may be instituted or asserted against the Company. The Company
accrues for matters when losses are deemed probable and reasonably estimable. Any resulting adjustments, which could be material, are recorded in the
period the adjustments are identified. Except as discussed in the following paragraph, the Company has not identified any legal matters needing to be
recorded or disclosed as of June 30, 2018.

In December 2013, the Company entered into a Research and Commercial License Agreement (the License Agreement) with a subsidiary of Bayer
Aktiengesellschaft (Bayer), pursuant to which we granted Bayer a license to certain patents for the research and commercialization of certain products
developed with the Company’s TALEN technology. The Company believed that Bayer breached the License Agreement by filing patent applications in
violation of the License Agreement’s provisions and by failing to make a payment due under the License Agreement. Accordingly, the Company gave
notice to Bayer of its termination of the License Agreement, and on March 12, 2018, the Company filed a complaint in Delaware Chancery Court
alleging that it properly terminated the License Agreement for Bayer’s material breach.
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On May 15, 2018, Bayer agreed to settle the lawsuit that the Company brought. Under the settlement terms, the parties agreed that the License
Agreement is terminated, that Bayer will destroy any technology, related product and confidential information covered by the License Agreement, and
that Bayer will permanently abandon patent applications that are based on or include data related to the covered technology. This settlement confirms
that Bayer and its subsidiaries have no access to Calyxt technology or intellectual property. The settlement was filed in Delaware Chancery Court on
May 15, 2018.

Leases

The Company has several leases that are classified as either finance or operating, with classification affecting the pattern of expense recognition in the
income statement. Significant leases are described below.

Prior Building Lease

The Company leased office space at 600 County Road D West, Suite 8, New Brighton, Minnesota 55112, under an operating lease that expired in June
2018. Rent expense with respect to this lease was recognized using the straight-line method over the term of the lease. In addition to minimum lease
payments, the office lease required payment of a proportionate share of real estate taxes and building operating expenses. Total rent expense for the
office space was $77 thousand and $65 thousand for the three months ended June 30, 2018 and 2017, respectively. Total rent expense for the office
space was $154 thousand and $130 thousand for the six months ended June 30, 2018 and 2017, respectively.

Financing Lease

The Company entered into a sale-leaseback transaction on September 6, 2017 with respect to certain real property and improvements located in
Roseville, MN, whereby the Company sold the land and other improvements to a third party in exchange for approximately $7 million in cash and the
Company committed to an initial lease term of twenty years, with four options to extend the term of the Lease Agreement for five years each. The
transaction also included a construction contract for the Company’s nearly 40,000 square-foot corporate headquarters which includes office, research
laboratory space and outdoor growing plots.

During the construction period, which ended in June 2018, the Company initially paid annual base rent of $490 thousand until the property was
substantially completed in May, at which time, the lease commenced. Under the lease, the Company now pays an annual base rent of approximately
$1.4 million. The Lease Agreement is a net lease, whereby the Company is responsible for the other costs and expenses associated with the use of the
property. Cellectis entered into a Lease Guaranty with the landlord for the facilities, whereby Cellectis has guaranteed the Company’s obligations under
the Lease Agreement. Cellectis’ guarantee of Calyxt’s obligations under the sale-leaseback transaction will terminate at the end of the second
consecutive calendar year in which Calyxt’s tangible net worth exceeds $300 million, as determined in accordance with generally accepted accounting
principles. On November 10, 2017, Calyxt agreed to indemnify Cellectis for any obligations incurred by Cellectis under the Lease Guaranty. This
indemnification agreement will become effective at such time as Cellectis owns 50% or less of Calyxt’s outstanding common stock.

The Company was responsible for construction cost overruns during the construction period. As a result of this involvement, the Company was deemed
the “owner” for accounting purposes during the construction period and was required to capitalize the construction costs on the balance sheet. Lease
payments will decrease the finance obligation recorded on the balance sheet, net of implied interest. The sale of the land and structures does not qualify
for sale-leaseback accounting under ASC Topic 840, Leases, as a result of “continuing involvement” and the guarantee of the transaction by Cellectis.
Under Topic 840, the “continuing involvement” precludes the Company from derecognizing the assets from the balance sheet. Following substantial
completion in May 2018, the assets associated with the project were capitalized and will be depreciated over the term of the lease.

As of June 30, 2018, the Company capitalized $10.7 million from assets under construction which consist of building and site improvements, office
equipment and furniture and architect fees related to construction of the Company’s new corporate headquarters. Of this amount, $10.2 million was
funded by the lease obligation pursuant to the sale-leaseback transaction. The Company recognized $549 thousand and $0 of interest expense related to
this arrangement for the six months ended June 30, 2018 and 2017, respectively.

Obligations to Cellectis

As of June 30, 2018, and December 31, 2017, the Company had short-term Cellectis obligations of $1.3 million and $1.4 million, respectively,
consisting of amounts owed under the intercompany management agreement for services provided by Cellectis and costs incurred by Cellectis on behalf
of the Company (Note 5).
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Forward Purchase Commitments

As of June 30, 2018, and December 31, 2017, the Company has forward purchase commitments with growers to purchase seed and grain at future dates
in the amount of approximately $7.7 million and $1.6 million, respectively, which are estimated based on anticipated yield and expected price. This
amount is not recorded in the financial statements because the company has not taken delivery of the seed and grain.

11. Employee Benefit Plan

The Company provides a 401(k) defined contribution plan (the Plan) for participation by all regular fulltime employees who have completed three
months of service. The Plan provides for a matching contribution equal to 100% of the amount of the employee’s salary deduction up to 3% of the salary
per employee and an additional 50% match from 3% to 5% of salary. Employees’ rights to the Company’s matching contributions vest immediately.
Company contributions to the Plan totaled $27 thousand and $18 thousand for the three months ended June 30, 2018 and 2017, respectively. Company
contributions to the Plan totaled $76 thousand and $45 thousand for the six months ended June 30, 2018 and 2017, respectively.

12. Segment and Geographic Information

The Company has one operating and reportable segment, R&D of plant gene editing. The Company derives substantially all of its revenue from R&D
contracts related to plant gene editing located in the United States.

13. Subsequent Events

None.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read together with our financial statements and
related notes, which are included elsewhere in this Quarterly Report on Form 10-Q. Our actual results could differ materially from those anticipated in
the forward-looking statements included in this discussion as a result of certain factors, including, but not limited to, those discussed in “Risk Factors”
in our Annual Report.

Overview

We are a consumer-centric, food- and agriculture-focused company. We are pioneering a paradigm shift to deliver healthier food ingredients, such as
healthier oils and high fiber wheat, for consumers and crop traits that benefit the environment and reduce pesticide applications, such as disease
resistance, for farmers. We develop non-transgenic crops leveraging processes that occur in nature by combining our leading gene-editing technology
and technical expertise with our innovative commercial strategy. While the traits that enable these characteristics may occur naturally and randomly
through evolution—or under a controlled environment through traditional agricultural technologies—those processes are imprecise and take many years,
if not decades. Our technology enables us to precisely and specifically edit a plant genome to elicit the desired traits and characteristics, resulting in a
final product that has no foreign DNA. We believe the precision, specificity, cost effectiveness and development speed of our gene-editing technologies
will enable us to provide meaningful disruption to the food and agriculture industries. Food-related issues, including obesity and diabetes, are some of
the most prevalent health issues today and continue to grow rapidly. As awareness of diet-related health issues grows, consumers have emphasized a
healthier lifestyle and a desire for nutritionally rich foods that are better tasting, less processed and more convenient. This trend is leading to an increase
in the demand for higher valued, premium segments of the food industry, such as higher fiber, reduced gluten and reduced fat products. As a result of
these trends, food companies are looking for specialty ingredients and solutions that can help them satisfy their customers’ evolving needs and drive
growth in market share and new value-added products.

Our first product candidate, for which we expect to commence commercialization by the end of 2018, is a high oleic soybean designed to produce a
healthier oil that has increased heat stability with zero trans fats. Among our other product candidates are high fiber wheat and disease resistant wheat.
We are developing our high fiber wheat to create flour with up to three times more dietary fiber than standard white flour while maintaining the same
flavor and convenience of use. Our high fiber wheat may provide benefits associated with a high fiber diet, including reduced risk of coronary heart
disease. Our disease resistant wheat is designed to provide farmers with wheat varieties exhibiting disease resistance options to increase yields. We
believe each of these three product candidates addresses a multi-billion-dollar market opportunity.

Our highest-priority product candidate, our high oleic soybean, is in Phase III testing, which is the final phase before commercialization. Phase III
testing includes developing commercial-scale pilot production, building out supply chain and inventory, and performing customer testing. In the third
quarter of 2017, we completed the harvest for our high oleic soybeans and produced sufficient seeds to meet our commercialization target date.

We are an early-stage company and have incurred net losses since our inception. As of June 30, 2018, we had an accumulated deficit of $66.5 million.
Our net losses for the three and six months ended June 30, 2018, were $7.6 million and $11.9 million, respectively. Substantially all of our net losses
resulted from costs incurred in connection with our R&D programs and from selling, general and administrative expenses associated with our
operations. As we continue to develop our product pipeline, we expect to continue to incur significant expenses and increasing operating losses for the
foreseeable future and those expenses and losses may fluctuate significantly from quarter-to-quarter and year-to-year. We expect that our expenses will
increase substantially as we:

» establish a sales, marketing and distribution infrastructure, including relationships across our supply chain, to commercialize any products
that have completed the development process;

»  conduct additional field trials of our current and future product candidates;

+  secure manufacturing arrangements for commercial production;

+  continue to advance the research and development of our current and future product candidates;

«  seek to identify and validate additional product candidates;

* acquire or in-license other product candidates, technologies, germplasm or other biological material;
+ are required to seek regulatory and marketing approvals for our product candidates;

* make royalty and other payments under any in-license agreements;

*  maintain, protect, expand and defend our intellectual property portfolio;

+  seek to attract and retain new and existing skilled personnel; and

«  experience any delays or encounter issues with any of the above.
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We do not expect to generate material revenue unless and until we successfully complete development and full-scale commercialization of one or more
of our product candidates, which may take a number of years and is subject to significant uncertainty. Until such time that we can generate substantial
revenues from sales of our product candidates, if ever, we expect to finance our operating activities through a combination of cash on hand, equity
offerings, debt financings, government or other third-party funding, and licensing arrangements. However, we may be unable to raise additional funds or
enter into such arrangements when needed on favorable terms, or at all, which would have a negative impact on our financial condition and could force
us to delay, limit, reduce or terminate our development programs or commercialization efforts or grant to others rights to develop or market product
candidates that we would otherwise prefer to develop and market ourselves. Failure to receive additional funding could cause us to cease operations, in
part or in full.

Comparability of Our Results and Our Relationship with Cellectis

We are a majority-owned subsidiary of Cellectis. As a result, our historical financial information does not reflect the financial condition, results of
operations or cash flows we would have achieved as a standalone company and not a subsidiary of Cellectis during the periods presented or those we
will achieve in the future. This is primarily the result of the following factors:

»  our historical financial information reflects expense allocations for certain support functions that are provided on a centralized basis within
Cellectis, such as expenses for business technology, facilities, legal, finance, human resources and business development that may be higher
or lower than the comparable expenses we would have actually incurred, or will incur in the future, as a standalone company and not a
subsidiary of Cellectis; and

» significant increases in our cost structure as a result of becoming a public company, including costs related to public company reporting,
investor relations and compliance with the Sarbanes-Oxley Act, which expenses may increase at such time as we operate as a standalone
company and not a subsidiary of Cellectis.

In the future, we expect to incur internal costs to implement certain new systems, including infrastructure and an enterprise resource planning system.

On May 22, 2018, the Company completed a follow-on offering of its common stock. The Company sold an aggregate of 4,057,500 shares at a public
offering price of $15.00 per share. In the aggregate, the Company received net proceeds from the follow-on offering of approximately $57.0 million,
after deducting underwriting discounts and commissions of $3.2 million and offering expenses of $0.7 million. As part of the follow-on offering,
Cellectis purchased 550,000 shares of common stock for an aggregate purchase price of $8.3 million, the proceeds of which are included in the net
proceeds of $57.0 million.

Financial Operations Overview
Revenue

We recognized approximately $196 thousand and $223 thousand of revenue for the three months ended June 30, 2018 and 2017, respectively, and

$207 thousand and $278 thousand of revenue for the six months ended June 30, 2018 and 2017, respectively, from payments we received pursuant to
our R&D agreements under which we conduct research activities for a number of companies. Our R&D agreements provide for non-refundable upfront
payments that we receive upon execution of the relevant agreement; milestone payments upon the achievement of certain scientific, regulatory or
commercial milestones; license payments from licenses that we grant to third parties; and R&D cost reimbursements that are recognized over the period
of these services and royalty payments. Our reliance on revenue from our R&D agreements has been systematically diminishing as we purposely reduce
the number of R&D contracts we enter into with other companies and focus on in-house product development.

To date, we have not generated any product revenue. Our ability to generate future product revenue depends upon our R&D partners’ ability to assist us
in successfully developing and commercializing our products. If we fail to complete the development of our product candidates in a timely manner or
fail to obtain any necessary regulatory approval, our ability to generate future revenue would be compromised.

We expect to commence commercialization of our high oleic soybean product by the end of 2018. Once commercialized, we expect to generate revenue
by selling our high oleic soybean seeds to farmers. We intend to buy grain grown by the farmers utilizing our seeds that meets our quality specifications
and expect to generate additional revenue by using the purchased grain to produce soybean meal and soybean oil, which we would then sell to food
companies and animal feed companies.
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Research and Development Expenses

R&D expenses consist of expenses incurred while performing R&D activities to discover and develop potential product candidates. We recognize R&D
expenses as they are incurred.

Our R&D expenses consist primarily of:

« personnel costs, including salaries and related benefits including non-cash stock option expense, for our employees engaged in scientific
R&D functions;

»  cost of third-party contractors, such as contract research organizations, or CROs, and third-party contractors who support our product
candidate development;

» seed increases (small-scale and large-scale testing) for trait validation;
»  purchases and manufacturing of biological materials, real-estate leasing costs, as well as conferences and travel costs;
+  certain other expenses, such as expenses for use of laboratories and facilities for our R&D activities; and

*  costs of in-licensing or acquiring technology from third parties.

Our R&D efforts are focused on our existing product candidates and in broadening our pipeline with new product candidates. We use our employee and
infrastructure resources across multiple R&D programs directed toward identifying and developing product candidates. We manage certain activities
such as field trials and the manufacture of product candidates through third-party vendors. Due to the number of ongoing projects and our ability to use
resources across several projects, we do not record or maintain information regarding the costs incurred for our R&D programs on a program-specific
basis.

Our R&D efforts are central to our business and account for a significant portion of our operating expenses. We expect that our R&D expenses will
increase for the foreseeable future as we expand our R&D and process development efforts, access and develop additional technologies and hire
additional personnel to support our R&D efforts. Product candidates in later stages of product development generally have higher development costs
than those in earlier stages of development, primarily due to the increased size of field trials and commercial scale product testing.

Cellectis provides us with R&D services, which include our use of database software for recording and tracking our research. We have a management
agreement in which Cellectis charges us in euros at cost plus a markup ranging from 0% to 10%.

R&D expenses, including licensing fees, are expensed as incurred, due to the uncertainty of future commercial value. At this time, we cannot reasonably
estimate or know the nature, timing and estimated costs of the efforts that will be necessary to complete the development of our current product
candidates or any new product candidates we may identify and develop.

Selling, General and Administrative Expenses

Selling, general and administrative expenses consist primarily of employee-related expenses for executive, business development, intellectual property,
finance and human resource functions. Other selling, general and administrative expenses include facility-related costs not otherwise allocated to R&D
expense, professional fees for auditing, tax and legal services, expenses associated with obtaining and maintaining patents, consulting costs,
management fees and costs of our information systems.

Cellectis provides us services, which include general sales and administration functions, accounting and finance functions, legal advice, human
resources, and information technology. We have a management agreement in which Cellectis charges us in euros at cost plus a markup ranging from 0%
to 10%. Amounts due to Cellectis pursuant to intercompany transactions bear interest at a rate of 12-month Euribor plus 5% per annum.

We expect that our selling, general and administrative expense will increase as we continue to operate as a public reporting company and continue to
develop and commercialize our product candidates. We also expect to incur increased costs in order to comply with auditing requirements, corporate
governance, internal controls, investor relations, disclosure and similar requirements applicable to public reporting companies.
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Critical Accounting Policies and Estimates

Some of the accounting methods and policies used in preparing our financial statements under U.S. GAAP are based on complex and subjective
assessments by our management or on estimates based on past experience and assumptions deemed realistic and reasonable based on the circumstances
concerned. The actual value of our assets, liabilities and stockholders’ equity and of our losses could differ from the value derived from these estimates
if conditions changed and these changes had an impact on the assumptions adopted. We believe that the most significant management judgments and
assumptions in the preparation of our financial statements and the notes thereto are named below. For further details, see our financial statements and the
notes thereto, included elsewhere in this Quarterly Report on Form 10-Q.

Revenue Recognition

We enter into R&D agreements that may consist of nonrefundable up-front payments, milestone payments, royalties and R&D services. In addition, we
may license our technology to third parties, which may be part of the R&D agreements.

For agreements that contain multiple elements, each element within a multiple-element arrangement is accounted for as a separate unit of accounting
provided the following criteria are met: the delivered products or services have value to the customer on a standalone basis; and for an arrangement that
includes a general right of return relative to the delivered products or services, delivery or performance of the undelivered product or service is
considered probable and is substantially controlled by us. We consider a deliverable to have standalone value if the product or service is sold separately
by us or another vendor or could be resold by the customer. Further, our revenue arrangements do not include a general right of return relative to the
delivered products.

Nonrefundable up-front payments are deferred and recognized as revenue over the period of the R&D agreement. If an R&D agreement is terminated
before the original term of the agreement is fulfilled, all the remaining deferred revenue is recognized at the date of termination.

Milestone payments represent amounts received from our R&D partners, the receipt of which is dependent upon the achievement of certain scientific,
regulatory or commercial milestones. We recognize milestone payments when the triggering event has occurred, there are no further contingencies or
services to be provided with respect to that event, and the counterparty has no right to refund of the payment. The triggering event may be scientific
results achieved by us or another party to the arrangement, regulatory approvals, or the marketing of products developed under the arrangement.

Royalty revenue arises from our contractual entitlement to receive a percentage of product sales revenues achieved by counterparties. Royalty revenue is
recognized on an accrual basis in accordance with the terms of the agreement when sales can be determined reliably and there is reasonable assurance
that the receivables from outstanding royalties will be collected.

License revenue from licenses that we grant to third parties is recognized ratably over the period of the license agreements.

Revenue from R&D services is recognized over the duration of the service period.

Research and Development

R&D expenses represent costs incurred for the development of various products using licensed gene editing technology. R&D expenses consist
primarily of salaries and related costs of our scientists, in-licensing of technology, consumables, property and equipment depreciation, and fees paid to
third-party consultants. All R&D costs are expensed as incurred.

In the normal course of business, we enter into R&D contracts with third parties whereby we perform R&D of certain gene traits for the third parties.
We have entered into various multi-year arrangements under which we perform the R&D of the gene technology and the third parties generally have
primary responsibility for any commercialization of the technology. These arrangements are performed with no guarantee of either technological or
commercial success.

We in-license certain technology from third parties that is a component of ongoing research and product development. We expense up-front license fees
upon contracting due to the uncertainty of future commercial value, as well as expensing any ongoing annual fees when incurred.

Forward Purchase Contracts and Derivatives

We enter into supply agreements for grain and seed production with settlement values based on commodity market futures pricing. We account for these
derivative financial instruments utilizing the authoritative guidance in ASC Topic 815, Derivatives and Hedging. We recognize the realized gains and
losses from derivative contracts and record them as a component of R&D expenses as a result of breeding contract activity. We also recognize the
unrealized derivative asset and unrealized derivative liability in other current assets and other current liabilities, respectively.
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Stock-Based Compensation
Calyxt, Inc. Equity Incentive Plans

We adopted the Calyxt, Inc. Equity Incentive Plan, or the Initial Plan, which allows for the grant of stock options to attract and retain highly qualified
employees. In June 2017, we also adopted an omnibus incentive plan, or the Omnibus Plan, under which we have granted stock options and restricted
stock units to certain of our employees, nonemployees, and certain employees and nonemployees of Cellectis.

The options granted under the Initial Plan and the Omnibus Plan, which were only eligible for exercise following the completion of the IPO on July 25,
2017, have an exercise price equal to the estimated fair value of the stock at the grant date for the Omnibus Plan and the grant date for the Initial Plan,
respectively.

The Company recognized stock-based compensation expense of $2.3 million and $443 thousand for stock options granted under the plans for the three-
month period ended June 30, 2018 and 2017, respectively. The Company recognized stock-based compensation expense of $2.2 million and
$443 thousand for stock options granted under the plans for the six-month period ended June 30, 2018 and 2017, respectively.

For accounting purposes, we treat stock-based compensation awards granted to employees of Cellectis as deemed dividends to Cellectis, which we
record quarterly. We recorded $663 thousand and $1.4 million and $69 thousand and $69 thousand in deemed dividends to Cellectis in the three and six
months ended June 30, 2018, and 2017, respectively, for such restricted stock units and stock options granted to employees of Cellectis.

At June 30, 2018, we had 3,383,258 stock options outstanding, of which 1,361,055 are vested. At June 30, 2018, the total unrecognized stock-based
compensation expense related to non-vested stock options is approximately $3.7 million, which we expect to recognize over a weighted-average
period of 4.2 years.

As of June 30, 2018, we had 1,485,326 shares of common stock issuable upon the exercise of outstanding stock options under the Initial Plan, 1,897,932
shares of common stock issuable upon the exercise of stock options under the Omnibus Plan and restricted stock units with respect to 1,043,581 shares
of common stock outstanding under the Omnibus Plan. Of that total, 1,361,055 stock options and restricted stock units were fully vested as of June 30,
2018 or will vest within 60 days of quarter’s end.

Equity instruments issued to non-employees include RSUs and options to purchase shares of the Company’s common stock. These RSUs and options
vest over a certain period during which services are provided. The Company expenses the fair market value of the awards over the period in which the
related services are received. Unvested awards are re-measured to fair value until they vest.

At June 30, 2018, we had 1,043,581 restricted stock units outstanding and unvested. As of June 30, 2018, we had approximately $4.6 million of
unrecognized stock-based compensation expense related to restricted stock units that we expect to recognize over a weighted-average period of 4.6
years.

The fair value of each stock option is estimated using the Black- Scholes option pricing model at each measurement date. The fair value of stock options
under the Black-Scholes model requires management to make assumptions regarding projected employee stock option exercise behaviors, risk-free
interest rates, volatility of the stock price, and expected dividends. The awards currently outstanding were granted with vesting terms between two and
six years. Certain awards contain a 25% acceleration vesting clause, which was triggered in connection with our IPO. In addition, certain awards contain
a provision for 100% accelerated vesting in the event of (a) the termination of employment without cause or (b) the resignation of the employee for good
reason within twelve months following a triggering event as defined in the Initial Plan.

We have not historically paid dividends to our stockholders, and we currently do not anticipate paying any dividends in the foreseeable future. As a
result, we assumed a dividend yield of 0%. The risk-free interest rate is based upon the rates of U.S. Treasury bills with a term that approximates the
expected life of the option. We use the simplified method, or the lattice method when appropriate, to reasonably estimate the expected life of our option
awards. Expected volatility is based upon the volatility of comparable public companies.

Cellectis Awards

Cellectis has granted stock options to our employees from time to time. Compensation costs related to the grant of the Cellectis awards to our employees
have been recognized in our statements of operations with a corresponding credit to stockholders’ equity, representing Cellectis’ capital contribution.
The fair value of each stock option is estimated at the grant date using the Black-Scholes
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option pricing model. The fair value of stock options under the Black-Scholes model requires management to make assumptions regarding projected
employee stock option exercise behaviors, risk-free interest rates, volatility of the stock price, and expected dividends.

Cellectis has also granted certain Calyxt employees and consultants warrants to purchase Cellectis stock in exchange for services provided to us. We
recorded the fair value of the warrants as a dividend paid to Cellectis in exchange for the warrants issued to the consultants.

We recognized share-based compensation expense related to Cellectis” grants of stock options and warrants to our employees and consultants of
$96 thousand and $115 thousand for the three months ended June 30, 2018 and 2017, respectively, and $203 thousand and $249 thousand for the six
months ended June 30, 2018 and 2017, respectively.

Recent Accounting Pronouncements

See Note 2 to the financial statements for a discussion of recent accounting pronouncements.

Results of Operations
Three Months Ended June 30, 2018 Compared to Three Months Ended June 30, 2017 (unaudited)

The following table summarizes key components of our results of operations for the periods indicated:

Three Months Ended %
June 30, change
2018 vs
2018 2017 2017
($ in thousands)
Revenue $ 196 $ 223 (12.1)%
Operating expenses:
Cost of revenue — — —
Research and development 3,093 1,453 112.9%
Selling, general, and administrative 4,595 2,010 128.6%
Total operating expenses 7,688 3,463 122.0%
Loss from operations (7,492) (3,240) 131.2%
Interest expense, net (72) (30) 140.0%
Foreign currency transaction loss (12) (125) (90.4)%
Loss before income taxes (7,576) (3,395) 123.1%
Income tax expense — — —
Net loss $(7,576) $(3,395) 123.1%

Revenue

Revenue decreased $27 thousand, or 12.1%, from $223 thousand for the three months ended June 30, 2017 to $196 thousand for the three months ended
June 30, 2018. The decrease was primarily attributable to a strategic decision to focus on in-house development of product candidates and to reduce the
amount of subcontracted R&D that we were performing for third parties.

Cost of revenue

The Company did not incur any cost of revenue for the three months ended June 30, 2017 or for the three months ended June 30, 2018 as a result of our
prioritizing the commercial launch of our high oleic soybean product and focusing on advancing our product pipeline rather than undertaking
subcontracted R&D obligations.
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Research and development expenses

R&D expenses increased $1.6 million, or 112.9%, from $1.5 million for the three months ended June 30, 2017 to $3.1 million for the three months
ended June 30, 2018. The increase was primarily attributable to increased R&D that we were performing, such as third-party germplasm breeding, third-
party germplasm trials and meal and oil product testing, coupled with a stock option expense increase of $1.2 million and by increased payroll related
expenses.

Selling, general, and administrative expenses

Selling, general, and administrative expenses increased $2.6 million, or 128.6%, from $2.0 million for the three months ended June 30, 2017 to

$4.6 million for the three months ended June 30, 2018. The increase was primarily attributable to higher costs of professional service firms, to support
our growth and an increase in personnel expenses as we hire additional personnel in connection with our commercialization efforts coupled with a stock
option expense increase of $0.6 million.

Interest expense, net

Interest expense increased $42 thousand, or 140.0%, from $30 thousand of interest expense for the three months ended June 30, 2017 to $72 thousand of
interest expense for the three months ended June 30, 2018. The increase in expense was attributable to interest payments relating to our new
headquarters partially offset by the interest earned on the Company’s cash balances.

Foreign currency transaction loss

Foreign currency transaction loss decreased $113 thousand, or 90.4%, from a $125 thousand loss for the three months ended June 30, 2017 to a
$12 thousand loss for the three months ended June 30, 2018. The decrease was primarily attributable to a large payoff of the accounts payable balances
owed to Cellectis.

Six Months Ended June 30, 2018 Compared to Six Months Ended June 30, 2017 (unaudited)

The following table summarizes key components of our results of operations for the periods indicated:

Six Months Ended %
June 30, change
2018 vs
2018 2017 2017
($ in thousands)
Revenue $ 207 $ 278 (25.5)%
Operating expenses:
Cost of revenue — — —
Research and development 4,186 2,719 54.0%
Selling, general, and administrative 7,809 3,588 117.6%
Total operating expenses 11,995 6,307 90.2%
Loss from operations (11,788) (6,029) 95.5%
Interest expense, net (140) (44) 218.2%
Foreign currency transaction loss (18) (154) (88.3)%
Loss before income taxes (11,946) (6,227) 91.8%
Income tax expense — — —
Net loss $(11,946) $(6,227) 91.8%

Revenue

Revenue decreased $71 thousand, or 25.5%, from $278 thousand for the six months ended June 30, 2017 to $207 thousand for the six months ended
June 30, 2018. The decrease was primarily attributable to a strategic decision to focus on in-house development of product candidates and to reduce the
amount of subcontracted R&D that we were performing for third parties.
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Cost of revenue

The Company did not incur any cost of revenue for the six months ended June 30, 2017 or for the six months ended June 30, 2018 as a result of our
prioritizing the commercial launch of our high oleic soybean product and focusing on advancing our product pipeline rather than undertaking
subcontracted R&D obligations.

Research and development expenses

R&D expenses increased $1.5 million, or 54.0%, from $2.7 million for the six months ended June 30, 2017 to $4.2 million for the six months ended
June 30, 2018. The increase was primarily attributable to increased R&D that we were performing, such as third-party germplasm breeding, third-party
germplasm trials and meal and oil product testing, coupled with a stock option expense increase of $0.7 million and by increased payroll related
expenses.

Selling, general, and administrative expenses

Selling, general, and administrative expenses increased $4.2 million, or 117.6%, from $3.6 million for the six months ended June 30, 2017 to

$7.8 million for the six months ended June 30, 2018. The increase was primarily attributable to higher costs of professional service firms, to support our
growth and an increase in personnel expenses as we hire additional personnel in connection with our commercialization efforts coupled with a stock
option expense increase of $1.0 million.

Interest expense, net

Interest expense increased $96 thousand, or 218.2%, from $44 thousand of interest expense for the six months ended June 30, 2017 to $140 thousand of
interest expense for the six months ended June 30, 2018. The increase in expense was attributable to interest payments relating to our new headquarters
partially offset by the interest earned on the Company’s cash balances.

Foreign currency transaction loss

Foreign currency transaction loss decreased $136 thousand, or 88.3%, from a $154 thousand loss for the six months ended June 30, 2017 to an
$18 thousand loss for the six months ended June 30, 2018. The decrease was primarily attributable to a large payoff of the accounts payable balances
owed to Cellectis.

Liquidity and Capital Resources

As of June 30, 2018, we had cash and cash equivalents of $105.6 million.

Sources of Liquidity

Until the completion of our TPO, we funded our operations primarily through cash infusions provided by Cellectis. On July 25, 2017, we completed our
IPO of common stock. In the aggregate, we received net proceeds from the IPO of approximately $58.0 million, after deducting underwriting discounts
and commissions of $3.1 million and offering expenses totaling approximately $3.3 million.

On May 22, 2018, the Company completed a follow-on offering of its common stock. The Company sold an aggregate of 4,057,500 shares at a public
offering price of $15.00 per share. In the aggregate, the Company received net proceeds from the follow-on offering of approximately $57.0 million,
after deducting underwriting discounts and commissions of $3.2 million and offering expenses of $0.7 million. As part of the follow-on offering,
Cellectis purchased 550,000 shares of common stock for an aggregate purchase price of $8.3 million, the proceeds of which are included in the net
proceeds of $57.0 million.

During the six months ended June 30, 2018 and 2017, we incurred losses from operations of $11.9 million and $6.2 million, respectively, and used net
cash in operating activities of $8.8 million and $4.1 million, respectively. At June 30, 2018, we had an accumulated deficit of $66.5 million and we
expect to incur losses for the immediate future. Although we believe that we will be able to successfully fund our operations with our cash and cash
equivalents as of June 30, 2018 through late 2020, there can be no assurance we will be able to do so or that we will ever operate profitably.
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Historical Changes in Cash Flows
Six Months Ended June 30, 2018 Compared to Six Months Ended June 30, 2017 (unaudited)

The table below summarizes our sources and uses of cash for the six months ended June 30, 2018 and 2017:

Six Months Ended
June 30,
2018 2017
(in thousands)
Net cash used in operating activities $ (8,828) $(4,063)
Net cash used in investing activities (498) (608)
Net cash provided by financing activities 58,282 2,166
Total $48,956 $(2,505)

Net cash used in operating activities was $8.8 million and $4.1 million in the six months ended June 30, 2018 and 2017, respectively. The net cash used
in each of these periods primarily reflects the net loss for the periods, partially offset by stock-based compensation, depreciation, and the effects of
changes in operating assets and liabilities.

Net cash used in investing activities was $498 thousand and $608 thousand in the six months ended June 30, 2018 and 2017, respectively. The majority
of the cash used in investing activities in the six months ended June 30, 2018 was attributable to equipment purchases related to our new headquarters
and greenhouse facility in Roseville, Minnesota. The majority of the cash used in investing activities in the six months ended June 30, 2017 was
attributable to site improvements and architect fees for the design of our new headquarters and greenhouse facility, and related equipment purchases.

Net cash provided by financing activities was $58.3 million and $2.2 million in the six months ended June 30, 2018 and 2017, respectively. The majority
of the cash received in financing activities in the six months ended June 30, 2018 was related to net proceeds from our follow-on offering in May 2018
of $57.0 million combined with proceeds from the exercise of stock options of $1.2 million. The majority of the cash received in financing activities in
the six months ended June 30, 2017 was attributable to a $3.0 million advance from our parent partially offset by deferred IPO related costs.

Contractual Obligations, Commitments and Contingencies
Forward Purchase Contracts

We enter into supply agreements for grain and seed production with settlement values based on commodity market futures pricing. We account for these
derivative financial instruments utilizing the authoritative guidance in ASC Topic 815, Derivatives and Hedging. Realized gains and losses from
derivative contracts are recorded as R&D expenses as a result of breeding contract activity. The fair value for forward purchase contracts is estimated
based on commodity market future prices. Increases or decreases of these prices will impact these estimates and could lead to significant changes in the
gain or loss.

Sale-Leaseback

In September 2017 we consummated a sale-leaseback transaction including a Lease Agreement, dated September 6, 2017, with a third party with respect
to our lease of certain real property and improvements located in Roseville, Minnesota for a term of twenty years, with four options to extend the term of
the Lease Agreement for five years each (subject to there being no default under the terms of the Lease Agreement beyond any cure period and this
property being occupied at the time of such extension).

Pursuant to the purchase agreement, we received approximately $7 million in connection with the sale of the property. The property serves as our new
corporate headquarters and lab facilities. The facility is composed of a nearly 40,000 square-foot office and lab building, with greenhouses and outdoor
research plots. We are deemed the owner for accounting purposes.

We obtained a temporary certificate of occupancy in May and moved into the new laboratory and office space during May and June of 2018. Because
the property was substantially completed in May 2018, the lease commenced with lease payments of $115 thousand per month.
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Under the lease, we pay an annual base rent of 8% of the total project cost (Annual Base Rent) with scheduled increases in rent of 7.5% on the sixth,
eleventh and sixteenth anniversaries of the Initial Term Commencement Date as well as on the first day of each Renewal Term (as defined in the Lease
Agreement). Currently, we pay an annual base rent of approximately $1.4 million.

The Lease Agreement is a net lease and the costs and expenses associated with the property are to be paid for by us. Beginning on the date that is 18
months following the Initial Term Commencement Date, if the landlord decides to sell the property during the term of the Lease Agreement and any
extension thereof, we will have a right of first refusal to purchase the property on the same terms offered to any third party.

In consideration of, and as an inducement to, the landlord’s agreement to enter into the Lease Agreement, Cellectis entered into a Lease Guaranty with
the landlord, whereby Cellectis has guaranteed all of our obligations under the Lease Agreement. Cellectis’ guarantee of Calyxt’s obligations under the
sale-leaseback transaction will terminate at the end of the second consecutive calendar year in which Calyxt’s tangible net worth exceeds $300 million,
as determined in accordance with generally accepted accounting principles.

On November 10, 2017, we agreed to indemnify Cellectis for any obligations incurred by Cellectis under the Lease Guaranty. This indemnification
agreement will become effective at such time as Cellectis owns 50% or less of our outstanding common stock.

Operating Capital Requirements

To date, we have not generated any revenues from product sales. We do not know when, or if, we will generate any revenue from product sales. We do
not expect to generate significant revenue from product sales unless and until we obtain regulatory approval of and commercialize one of our current or
future product candidates. If we fail to complete the development of our product candidates in a timely manner or fail to obtain any necessary regulatory
approvals for them, our ability to generate future revenue would be compromised.

We expect to commence commercialization of our high oleic soybean product by the end of 2018. Once commercialized, we expect to generate revenue
by selling our high oleic soybean seeds to farmers. We intend to buy grain grown by the farmers utilizing our seeds that meets our quality specifications
and expect to generate additional revenue by using the purchased grain to produce soybean meal and soybean oil, which we would then sell to food
companies and animal feed companies.

Nevertheless, we anticipate that we will continue to generate losses for the foreseeable future, and we expect the losses to increase as we continue the
development of our product candidates and begin to commercialize our product candidates that complete the development process. We are subject to all
risks incident in the development of new agricultural products, and we may encounter unforeseen expenses, difficulties, complications, delays and other
unknown factors that may adversely affect our business. Sales of plant products depend upon planting and growing seasons, which vary from year to
year, which is expected to result in both highly seasonal patterns and substantial fluctuations in quarterly sales and profitability. As we have not yet
made any sales of our products, we have not experienced the full nature or extent to which this business may be seasonal. In addition, as a newly public
company, we also anticipate we will continue to incur substantial expenses related to audit, legal, regulatory and tax-related services associated with our
public company obligations in the United States and our compliance with applicable U.S. exchange listing and SEC requirements. We anticipate that we
will need additional funding in connection with our continuing operations, including for the further development of our existing product candidates and
to pursue other development activities related to additional product candidates.

During the years ended December 31, 2017 and 2016 and through June 30, 2018, we incurred losses from operations and net cash outflows from
operating activities as disclosed in the statements of operations and cash flows, respectively. At June 30, 2018, we had an accumulated deficit of

$66.5 million and we expect to incur losses for the immediate future. Taking into account our anticipated cash burn rate, we believe our cash and cash
equivalents will be sufficient to fund our operations through late 2020. However, there can be no assurance that we will be able to do so or that we will
ever operate profitably.

Until we can generate a sufficient amount of revenue from our products, if ever, we expect to finance a portion of future cash needs through cash on
hand and public or private equity or debt financings. Additional capital may not be available on reasonable terms, if at all. If we are unable to raise
additional capital in sufficient amounts or on terms acceptable to us, we may have to significantly delay, scale back or discontinue the development or
commercialization of one or more of our product candidates. If we raise additional funds through the issuance of additional debt or equity securities, it
could result in dilution to our existing stockholders and increased fixed payment obligations, and these securities may have rights senior to those of our
common shares. Any of these events could significantly harm our business, financial condition and prospects.
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The period of time through which our financial resources will be adequate to support our operations is a forward-looking statement and involves risks
and uncertainties, and actual results could vary as a result of a number of factors. We have based this estimate on assumptions that may prove to be
wrong, and we could use our available capital resources sooner than we currently expect. Our future funding requirements, both near and long-term, will
depend on many factors, including, but not limited to:

+ the initiation, progress, timing, costs and results of field trials for our product candidates;

*  the outcome, timing and cost of regulatory approvals by U.S. and non-U.S. regulatory authorities, including the possibility that regulatory
authorities will require that we perform studies;

» the ability of our product candidates to progress through late stage development successfully, including through field trials;
+ the cost of filing, prosecuting, defending and enforcing any patent claims and other intellectual property rights;

* our need to expand our research and development activities;

« our need and ability to hire additional personnel;

*  our need to implement additional infrastructure and internal systems;

* the effect of competing technological and market developments; and

» the cost of establishing sales, marketing and distribution capabilities for any products we commercialize.

If we cannot expand our operations or otherwise capitalize on our business opportunities because we lack sufficient capital, our business, financial
condition and results of operations could be materially adversely affected.

Off Balance Sheet Obligations

We enter into seed and grain production agreements with settlement value based on commodity market future pricing. We do not have any other
off-balance sheet arrangements.

JOBS Act

We are an emerging growth company under the JOBS Act. The JOBS Act provides that an emerging growth company can delay adopting new or revised
accounting standards until such time as those standards apply to private companies. We have elected to take advantage of this extended transition period
for complying with new or revised accounting standards. As an emerging growth company, we have also elected to take advantage of certain reduced
disclosure and other requirements that are otherwise generally applicable to public companies. In particular, subject to certain conditions set forth in the
JOBS Act, we may not be required to, among other things, (i) provide an auditor’s attestation report on our system of internal controls over financial
reporting pursuant to Section 404, (ii) provide all of the compensation disclosure that may be required of non-emerging growth public companies under
the Dodd-Frank Wall Street Reform and Consumer Protection Act, (iii) comply with any requirement that may be adopted by the PCAOB regarding
mandatory audit firm rotation or a supplement to the auditor’s report providing additional information about the audit and the financial statements
(auditor discussion and analysis), and (iv) disclose certain executive compensation related items, such as, the correlation between executive
compensation and performance and comparisons of the chief executive officer’s compensation to median employee compensation. These exemptions
will apply through December 31, 2022 or until we are no longer an emerging growth company, whichever is earlier.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

There have been no material changes in our exposure to foreign currency exchange risk from the information provided in our Annual Report.

Item 4. Controls and Procedures Internal
Management’s Evaluation of Disclosure Controls and Procedures

Based on an evaluation under the supervision and with the participation of our management, our principal executive officer and principal financial
officer have concluded that our disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act,
were effective as of June 30, 2018 to provide reasonable assurance that information required to be disclosed by us in reports that we file or submit under
the Securities Exchange Act is (i) recorded, processed, summarized and reported within the time periods specified in the SEC rules and forms and

(ii) accumulated and communicated to our management, including our principal executive officer and principal financial officer, as appropriate to allow
timely decisions regarding required disclosure.
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Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting that occurred during the quarter ended June 30, 2018 that have materially affected,
or that are reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

In addition to the litigation described below, we are involved in various legal proceedings which are ordinary litigation incidental to our business, some
of which are covered in whole or in part by insurance. While we believe the ultimate disposition of litigation will not have material adverse effect on our
financial position, results of operations or liquidity, there exists the possibility that such litigation may have an impact on our results for a particular
reporting period in which litigation effects become probable and reasonably estimable. Though we do not believe there is a reasonable likelihood that
there will be a material change related to these matters, litigation is subject to inherent uncertainties and management’s view of these matters may
change in the future.

In December 2013, we entered into a License Agreement (the License Agreement) with Bayer, pursuant to which we granted Bayer a license to certain
patents for the research and commercialization of certain products developed with our TALEN technology. We believe that Bayer breached the License
Agreement by filing patent applications in violation of the License Agreement’s provisions and by failing to make a payment due under the License
Agreement. Accordingly, we gave notice to Bayer of our termination of the License Agreement, and on March 12, 2018, we filed a complaint in
Delaware Chancery Court alleging that we properly terminated the License Agreement for Bayer’s material breach.

On May 15, 2018, Bayer agreed to settle the lawsuit that the Company brought. Under the settlement terms, the parties agreed that the License
Agreement is terminated, that Bayer will destroy any technology, related product and confidential information covered by the License Agreement, and
that Bayer will permanently abandon patent applications that are based on or include data related to the covered technology. This settlement confirms
that Bayer and its subsidiaries have no access to Calyxt technology or intellectual property. The settlement was filed in Delaware Chancery Court on
May 15, 2018.

Item 1A. Risk Factors

There were no material changes in risk factors for the Company in the period covered by this report. See the discussion of risk factors in our Annual
Report.
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Item 6.

Exhibits

(a) Index of Exhibits

Exhibit
Number

3.1

3.2

31.1*
31.2*
32%*

101.INS*

101.SCH*
101.CAL*
101.DEF*
101.LAB*
101.PRE*

Description

Certification of the Chief Executive Officer and Interim Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as adopted Pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document
XBRL Taxonomy Extension Definition Linkbase Document
XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Document

* Filed herewith
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized, on August 1, 2018.

CALYXT, INC.

By: /s/ Federico A. Tripodi

Name: Federico A. Tripodi
Title: Chief Executive Officer

By: /s/ Eric Dutang

Name: Eric Dutang
Title: Interim Chief Financial Officer
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Exhibit 31.1

CERTIFICATION PURSUANT TO RULES 13a-14(a) AND 15d-14(a)
UNDER THE SECURITIES EXCHANGE ACT, AS AMENDED

I, Federico A. Tripodi, certify that:

1. T have reviewed this Quarterly Report on Form 10-Q of Calyxt, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.  The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5.  The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a.

Date: August 1, 2018

/s/ Federico A. Tripodi

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Federico A. Tripodi
Chief Executive Officer



Exhibit 31.2

CERTIFICATION PURSUANT TO RULES 13a-14(a) AND 15d-14(a)
UNDER THE SECURITIES EXCHANGE ACT, AS AMENDED

I, Eric Dutang, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Calyxt, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.  The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

a.

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5.  The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a.

Date: August 1, 2018

/s/ Eric Dutang

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.

Eric Dutang

Interim Chief Financial Officer



Exhibit 32

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Calyxt, Inc. (the “Company”) on Form 10-Q for the period ended June 30, 2018, as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), each of the undersigned hereby certifies, pursuant to 18 U.S.C. § 1350, as
adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that, to his knowledge:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the
Company.

Date: August 1, 2018

/s/ Federico A. Tripodi

Federico A. Tripodi
Chief Executive Officer

/s/ Eric Dutang

Eric Dutang
Interim Chief Financial Officer




