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MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE THREE AND S1X MONTHS ENDED JUNE 30, 2021

The following discussion and analysis of the operations, results, and financial position of POET Technologies
Inc., (the “Company” or “POET”) for the three and six months ended June 30, 2021 (the “Period”) should be read
in conjunction with the Company’s unaudited condensed consolidated financial statements for the three and six
months ended June 30, 2021 and the related notes thereto, both of which were prepared in accordance with
International Financial Reporting Standards (“IFRS”). The effective date of this report is August 19, 2021. All
financial figures are in United States dollars (“USD”) unless otherwise indicated. The abbreviation “U.S.” used
throughout refers to the United States of America

Forward-Looking Statements

This management discussion and analysis contains forward-looking statements that involve risks and

uncertainties. It uses words such as “may”, “would”, “could”, “will”, “likely”, “expect”, “anticipate”, “believe”,

“intend”, “plan”, “forecast”, “project”, “estimate”, and other similar expressions to identify forward-looking
statements. Forward-looking statements are subject to a variety of risks and uncertainties which could cause actual
events or results to differ from those reflected in the forward-looking statements, including, without limitation,
risks and uncertainties relating to the early stage of the Company’s development and the possibility that future
development of the Company’s technology and business will not be consistent with management’s expectations,
difficulties in achieving commercial production or interruptions in such production if achieved, inherent risks of
managing design and development operations in multiple countries, risks associated with supplier and sub-
contractor delays and other operating uncertainties, the inherent uncertainty of cost estimates and the potential for
unexpected costs and expenses, the uncertainty of profitability and cessation of business for failure to obtain
adequate financing on a timely basis, amongst other factors. The Company undertakes no obligation to update
forward-looking statements if circumstances or Management’s estimates or opinions should change, except to the
extent required by law. The reader is cautioned not to place undue reliance on forward-looking statements.

Note on Discontinued Operations in 2019 and Prior Period Disclosures

On November 8, 2019, the Company sold 100% of the issued and outstanding shares of DenseLight for
$26,000,000. The Company received $8,000,000 upon the consummation of the sale with the remaining

$18,000,000 expected over three tranche payments in 2020. Payments received in the first quarter were as follows:
$4,750,000 received on February 14, 2020 and $8,250,000 received on March 30, 2020.

The Company received payments of $1,500,000 and $1,000,000 on June 29, 2020 and July 3, 2020 respectively.
After taking into consideration the length of time it had taken the Buyer to make the foregoing payments and the
Company’s expectations regarding the likelihood of receiving an additional payment, the Company determined
that it was in its best interest to accept partial payments as final payment on the Company’s receivable. As a result,
the Company recognized a credit loss of $2,500,000 during the year ended December 31, 2020.



Upon closing the transaction in November 2019, the Company recognized a gain on the sale of $8,707,280. The
Company received an additional $2,000,000 in excess of the sale proceeds which was immediately paid to Oak
Capital on behalf of the Buyer for due diligence, legal and other expenses.

Although it continued to operate as a single entity until the sale was closed, to meet financial reporting standards,
the Company reported DenseLight as “discontinued operations” separate from the remainder of the Company
through and until November 8, 2019. This MD&A has reported DenseLight as discontinued operations separate
from its parent company, POET Technologies, Inc. Prior periods reported on in this MD&A have been revised to
conform with this disclosure.

Until November 8, 2019, majority of the Company’s R&D activities were conducted at DenseLight or with third
parties under the direction of POET. Upon the sale of DenseLight, the Company retained sole ownership and all
intellectual property and rights to its principal invention, the POET Optical Interposer™. The Optical Interposer
will form the basis for the Company’s future growth and is therefore the focus of the Business Overview.

Joint Venture with Xiamen Sanan Integrated Circuit Co. Ltd.

On October 20, 2020, the Company signed a Joint Venture Agreement (“JVA™) establishing a joint venture
company, Super Photonics Xiamen Co., Ltd (“SPX”) with Xiamen Sanan Integrated Circuit Co. Ltd. (“Sanan IC”)
whose purpose is to design, develop, manufacture and sell 100G, 200G and 400G optical engines based on POET’s
proprietary Optical Interposer platform technology.

SPX’S capitalization will consist of a combination of committed cash, capital equipment and intellectual property
from Sanan IC and intellectual property and know-how from POET, with a combined estimated value of
approximately US$50M. Capitalization has not yet been completed.

Sanan IC is a world-class wafer foundry service company with an advanced compound semiconductor technology
platform, serving the optical, RF microelectronics and power electronics markets. Sanan IC is a wholly owned
subsidiary of Sanan Optoelectronics Co., Ltd. (Shanghai Stock Exchange, SSE: 600703), the leading manufacturer
of advanced ultra-high brightness LED epitaxial wafers and chips in the world.

Significant progress on SPX included the registration of SPX, appointment of the board of directors and key
personnel, completion of 5,000 square feet of temporary facilities, ordering of key capital equipment for
installation and qualification and receipt of approximately US$5 million from Sanan IC to cover initial operating
and capital expenditures.

SPX is an independent company, and will be managed as a true joint venture. As a result, it will be treated by
POET as an investment, using the equity method of accounting, once POET has made its IP contribution. Although
each joint venturer has appointed one member to the Board of Directors of SPX, the company will have its own
governance and management structure and will be operated under the laws of the Peoples Republic of China.

BUSINESS
Overview

The Company is incorporated under the laws of the Province of Ontario. The Company’s shares trade under the
symbol “PTK” on the TSX Venture Exchange in Canada and under the symbol “POETF” on the OTCQX in the
U.S.



POET Technologies is a design and development company offering photonic integration solutions based on the
POET Optical Interposer™, a novel platform that allows the seamless integration of electronic and photonic
devices into a single multi-chip module using advanced wafer-level semiconductor manufacturing techniques and
packaging methods. POET's Optical Interposer eliminates costly components and labor-intensive assembly,
alignment, burn-in and testing methods employed in conventional photonics. We believe, the cost-efficient
integration scheme and scalability of the POET Optical Interposer brings value to devices or systems that integrate
electronics and photonics, including high-growth areas of communications and computing, such as high-speed
networking for cloud service providers and data centers, 5G networks, machine-to-machine communication,
sometimes referred to as the "Internet of Things" (IoT), self-contained "Edge" computing applications, such as
inference engines for Artificial Intelligence (Al) systems and sensing applications, such as LIDAR systems for
autonomous vehicles and point-of-use health care products.

POET targeted as the first application of the Optical Interposer the development of optical engines for transceivers
used in data centers. Transceivers are used to convert digital electronic signals into light signals and vice versa,
and to transmit and receive those light signals via fiber optic cables within datacenters and between datacenters
and metropolitan centers in a vast data and tele-communications network.

During 2019 and early 2020, the Company was engaged with a large North American-based systems company in
proving out various aspects of the optical engine technology. Following the successful completion of the project,
POET transitioned from technology development to product design and development to deliver prototypes of
optical engines for qualification and testing to several customers. These included designs for 100G/200G and
400G optical engines and sub-assemblies based on the POET Optical Interposer in design projects that are
ongoing. POET has delivered and expects to deliver additional initial prototypes, including pre-alpha, alpha and
beta samples to customers in 2021. The samples will be used by customers to confirm that the uniquely designed
optical engines meet specifications and can pass rigorous reliability testing required by the data communications
industry. The Company expects that its devices will pass such testing and be included in the production plans of
several major customers beginning in late 2021 and early 2022.

In its initial target market of optical transceiver modules, the Corporation believes that, because of its ability to
produce, test and burn-in optical engines fully at wafer-scale, that it can deliver devices that are: a) lower in cost
by a factor of 25% to 40% than competitive assemblies; and b) that those sub-assemblies can be produced at a
capital cost that is 90% lower than conventional approaches. In addition, because of its fundamental design and
architecture, the POET Optical Interposer platform can be used for multiple product designs, multiple generations
of the same product and multiple product extensions. The Company anticipates entering other related markets for
the POET Optical Interposer following its initial focus on optical engines for transceivers, such as 5G
communications and the areas of co-packaged optics, which includes stand-alone applications such as optical
computing, and high-value sensing applications, such as LIDAR for autonomous vehicles and spectrometry and
other sensing devices for use in point-of-care diagnostic and consumer products.

In order to address the challenge of producing devices in the large quantities that are needed by customers in the
high-volume data communications industry, POET entered into an agreement in late 2020 with Xiamen Sanan
Integrated Circuit Co. Ltd. ("Sanan IC"), a subsidiary of Sanan Optoelectronics Xiamen Co. Ltd. to form a joint
venture to assemble, test and sell optical engines in high volumes. Sanan is the world's largest manufacturer of
compound semiconductor devices, producing over 25 million eight-inch wafers per year across a variety of
substrate types and applications. The objective of the joint venture company, which is named "Super Photonics
Xiamen" ("SPX") is to assemble, test and sell optical engines based on the POET Optical Interposer, along with
devices procured from various suppliers, including Sanan IC, into finished products. Optical engines for 100G



and 200G applications will be sold exclusively world-wide by SPX. 400G optical engines will be sold by SPX in
the China territory while the Company will sell 400G optical engines to customers in the United States, Europe
and elsewhere outside the China territory. Until SPX is in full operation, prototypes and samples are currently
being fabricated by POET using both internal resources and external suppliers, foundries and vendors. As designs
are completed and the prototypes are delivered to customers in the second half of 2021, the Company will begin
to benefit from revenues associated with Non-Recurring Engineering (NRE), along with expense reimbursements
for delivered prototypes. Volume production of optical engines designed for specific customers is expected to
begin in 2022, with high volumes expected to ramp later that year and into 2023. The Company expects that as
alpha and beta samples of generic POET optical engines (i.e., those produced to what is referred to as a "reference
design") become available in 2021, that additional design opportunities will emerge with customers that have seen
the potential benefit of POET’s platform approach to optical engine design and development.

Research & Development

Prior to the announcement of its invention of the POET Optical Interposer in January of 2018, the Company had
focused its efforts on the integration of multiple functions into a single chip or multiple devices into a single multi-
chip package. The acquisition in 2015 and subsequent operation of DenseLight Semiconductors Pte
("DenseLight"), a Singapore-based company that owns and operates a compound semiconductor fabrication
facility, anticipated a trend in the market away from the use of Gallium Arsenide (GaAs), favoring the frequencies
generated by Indium Phosphide (InP) lasers for use within datacenter, datacenter to datacenter, and datacenter to
metro communications. Beginning as early as 2017, POET directed DenseLight to focus on the development of
lasers in those frequencies used for data communications applications in addition to its traditional focus on lasers
used for sensing devices. Beginning in 2018, those efforts were further focused on the production of devices that
would be compatible for use with the Optical Interposer platform. Once sufficient development work had been
performed to demonstrate that those lasers could be built reliably to POET's specifications, the Company decided
to adopt a "fab light" strategy, common among semiconductor companies, and divest its physical fabrication
operations through the sale of DenseLight, which it completed in November of 2019. Since the announcement of
the invention of the Optical Interposer, virtually all of the R&D spending in the Company has been dedicated to
development of the Optical Interposer as a platform technology, suitable for the design of multiple products,
product generations, applications and extensions. This included the development of multiple features embedded
in the Optical Interposer that enhance its utility, and the design and development of compatible active devices that
are unique to the Optical Interposer platform.

As it transitions from technology to product development in the second half of 2021, the Company will invest
approximately $4 million in development and engineering programs in the next two quarters to produce prototype
samples of 100G and 200G optical engines in several configurations, including customized designs for specific
customers or applications. The Company will invest approximately $7 million in development and engineering
programs over the next four to six quarters related to its 400G optical engine designs and fabrication.

Photonics Markets

As a supplier of integrated photonics components, POET operates within a market that is large and rapidly
growing. Within the data- and tele-communications segments, the ever-present need for higher speed and lower
cost switching and transmission is driving the conversion away from copper to light-based systems that are far
more efficient and cost effective to operate and maintain. Light-based sensing devices find uses across a broad
expanse of applications, from autonomous vehicles to medical devices and consumer products.

The overall Photonics Market (the market for LEDs, lasers, sensors, detectors, optical components and systems)



is currently $576.8 billion and is projected to grow to $1,214.5 billion over the 10-year period of 2020 through
2030, which is the equivalent of a 6.9% CAGR'. Much of this growth is being driven by the explosion in demand
for data, storage and information distribution and the corresponding growth in internet traffic and cloud services.

The global data center market is expected to post a CAGR of more than 17% during the period 2019-20232. A
key factor driving the growth of the global data center market size is the rise in adoption of multi-cloud and
network upgrades to support 5G. The implementation of 5G is expected to significantly increase data traffic, which
will increase the demand for upgradation of the existing data centers and construction of new data centers.

Data center market growth drives the most immediate demand for POET’s products that are key components to
Optical Transceivers. In revenue terms, the global market for such transceivers was estimated at $5.5 billion in
2020 and projected to reach a $9.9 billion by 2027, growing at a CAGR of 8.7% over the period. ®> Specifically
relevant to POET is the growth of single-mode transmission, which is projected by ResearchAndMarkets.com to
record 8.4% CAGR and reach US$6.5 billion by the end of the analysis period. Growth in China is forecast to be
13.1% over the period, with significantly lower growth in other parts of the world.

Other markets for POET’s integrated photonics solutions include 5G interconnect markets, such as PON and
GPON, edge computing for machine-to-machine communications, and selected sensing markets, including
LIDAR, Optical Coherence Tomography for medical devices, and certain consumer products, such as virtual
reality systems.

QOur Strategy

Our vision for the Company is to become the global leader in chip-scale photonic solutions by deploying our
Optical Interposer technology to enable the seamless integration of electronics and photonics for a broad range of
vertical market applications. Our Mission for the Company is to establish an industry leadership position in chip-
scale integrated photonics with validated disruptive, IP protected, Optical Interposer platform components.

As we near production of our first Optical Interposer-based products, we have refined our strategy to reflect our
current thinking about how best to achieve our vision and mission for the Company:

- Support Super Photonics Xiamen (SPX), a joint venture between POET and Sanan IC, as an independent
company to drive growth in optical transceivers and deliver maximum cash flow to partners. As our designs for
Optical Engines are realized in the form of Alpha samples that provide performance data to potential customers
and Beta samples that those customers can test, demonstrating an ability to supply devices in volume is a challenge
that must be met. The Company has done so through the formation of Super Photonics Xiamen (SPX), a joint
venture between POET and Sanan IC, a leading manufacturer of compound semiconductor-based components in
China. In addition to providing the required investment and ability to rapidly scale manufacturing capacity, as a
JV partner, Sanan IC also offers the benefits of being a qualified supplier of lasers for Optical Engines, a company
with an outstanding reputation within the industry, and one with a direct presence in the largest market for the
Company’s products. POET’s immediate path to commercial success and its ability to generate profits over the
longer term are directly influenced by the level of support that it can provide to the newly created joint venture.

- Continue to engage with industry leaders and incumbents to design, develop and sell devices based on
the Optical Interposer. The POET Optical Interposer is designed to be a flexible platform for the combination or
integration of various photonic and electronic components. The low cost makes it suitable for applications like

Prescient & Strategic Intelligence, Photonics Market Research Report, 2019
2 Technavio, Global Data Center Market 2019-2023 Research Report, 2019
3 ResearchAndMarkets.com, Global Optical Transceivers Market Trajectory Analytics Report, 2021



transceivers and automotive LIDAR. The compatibility of the Optical Interposer manufacturing process with
standard silicon CMOS processing and the ability to construct architectures with substantially lower energy
consumption opens up large and critical data processing applications where super high-speed processing is
essential, such as integration with next generation switches and artificial intelligence. The small size and form
factor of the Optical Engines that have been developed by the Company are bound to open new applications and
markets where miniaturization is a key element, such as point-of-care medical devices and consumer products.

- Exploit “localization” imperative in China to expand scope of existing operations and to seek both
organic and inorganic growth opportunities and exit strategies. With the advent of COVID-19, China as a nation
has increased its efforts to “localize” supplies of key resources and technologies. As a result, there is strong
interest from both government and private financial interests in investing in local companies. As an independent
operating company, Super Photonics Xiamen is in a strong position to attract capital from outside sources to grow
its presence in China and to build a franchise in assembly and test operations all linked to the POET Optical
Interposer.

- Form additional partnerships in target sectors to establish fabrication and sales operations globally.
Currently, the focus of SPX is the data and telecommunications market, specifically limited to building Optical
Engines for 100/200G and 400G optical transceivers. The market for 5G interconnect applications is a closely
related market, but one which necessitates further planning regarding how best to both enter and supply. As a
platform technology that is applicable to many vertical market applications outside of optical transceivers and 5G
interconnects, our strategy must include the ability to identify and exploit a variety of different applications. To
do so, the Company needs to form additional partnerships in those market segments and to design appropriate
strategies for the fabrication of devices whose functions will be materially different from those of transceivers and
with correspondingly different distribution and sales. The form of such partnerships may also be different than
what was established for transceivers.

- Pursue complementary strategic alliance or acquisition opportunities for inorganic growth. We intend
to evaluate and selectively pursue strategic alliances or acquisition opportunities that we believe will accelerate
our penetration of specific applications or vertical markets with our technology or products.

- Explore technology licensing opportunities for growth in non-target sectors. It is not possible for the
Company to pursue all potential applications for the POET Optical Interposer. We will consider carefully
opportunities to license our technology to others when and if appropriate.

Our Products

During and subsequent to the period ending June 30, 2021, the Company announced several product lines that
have been in development for several quarters, including:

e POET’s 100/200G CWDM4 product line for data center operations, including fully validated receive
(Rx), transmit (Tx) and integrated (TxRx) Optical Engines. Samples mounted on evaluation boards are
currently being deployed to selected customers;

e POET’s 100G LR4 product line for high performance Optical Engines meeting the demanding
specifications for long-range (10km) communications on the client side of long-haul networks with a
monolithic 4-channel multiplexing and demultiplexing functionality built directly into its waveguides;

e POET’s 400G DR4/FR4 product line being demonstrated in pre-alpha stage integrated with a 400G
Silicon Photonics (SiPh)-based high speed modulator; and
LightBar™ and LightBar-C™ products as fully multiplexed light source products operating in the “O-
band” for data communications applications and the “C-band” for sensing and computing applications.



Both LightBar products come fully assembled with fiber attached for easy adaptation to existing
transceiver module and co-packaging applications. POET is also currently engaged in the development
of 800G and Co-Packaged Optics (CPO) applications for data centers, optical computing systems and in
sensing applications. Optical Engines as components for transceiver assemblies

Intellectual Property

We have 77 issued patents and 18 patent applications pending, including three (3) provisional patent applications
submitted. Of the 77 issued patents, 17 are directly related to the Optical Interposer and include fundamental
design and process patents. All 18 applications pending are Optical Interposer-related. There are multiple
additional applications in various stages of preparation. The patents cover device structures, underlying
technology related to the Optical Interposer, applications of the technology and fabrication processes. We believe
these patents provide a significant barrier to entry against competition, along with trade secrets and know-how.
We intend to continue to apply for additional patents in the future. Currently, we are working on the design of
integrated devices, manufacturing processes, assembly and packaging processes and products for data
communication applications in the data center market, assembly and packaging processes and products for data
communication applications in the data center market.

MD&A Highlights

During the six months ended June 30, 2021, the Company reported non-recurring engineering revenue of $209,100
related to a specific Optical Interposer design project.

Net loss for the six months was $8,506,614. The net loss included $3,802,705 incurred for research and
development activities directly related to the development and commercialization of the POET Optical Interposer
Platform. Research and development included non-cash costs of $649,997 related to stock-based compensation.
$4,610,712 was incurred for selling, marketing and administration expenses which included non-cash costs of
$1,407,134 related to stock-based compensation and $522,920 related to depreciation and amortization.

The Company incurred $329,378 of interest expense, of which $176,997 was non-cash, related to funds borrowed
at various dates and from various lenders in 2019 by way of convertible debentures. During the period, $3,377,887
worth of the convertible debentures were converted into 10,592,500 units of the Company. Each unit consists of
one common share and one common share purchase warrant of the Company.

The Company’s balance sheet as of June 30, 2021 reflects assets with a book value of $26,646,502 compared to
$11,636,728 as of December 31, 2020. Eighty-four percent (84%) of the book value at June 30, 2021 was in
current assets consisting primarily of cash and cash equivalents of $21,941,873 compared to sixty-four percent
(64%) of the book value as of December 31, 2020, which consisted primarily of cash of $6,872,894.

Significant Events and Milestones During 2021

In 2021, we continued to execute on our stated strategic plan. We achieved the following significant milestones
during the six months ended June 30, 2021:

1) On January 6, 2021, the Company announced that it had entered into development and supply agreements
with a technology leader in photonic neural network systems for artificial intelligence (Al), which
represents an entry point into the new large and extremely high-growth chipset market for Al applications.

2) On January 19, 2021, the Company announced the opening of a subsidiary company and development
center in Shenzhen, PRC and the appointment of Dr. Mo Jinyu as Senior Vice President of Asia



3) On February 11, 2021, the Company announced that it had completed a private placement of 17,647,200
units of the Company (the "2021 Units") at a price of CAD$0.85 per 2021 Unit for gross proceeds of
approximately CAD$15 million, including the full exercise of an agents' option.

4) On February 22, 2021, the Company announced that the shareholders of the Company had approved the
Consolidation at the special meeting held on February 19, 2021.
5) On February 23, 2021, the Company announced that it had extended the Optical Interposer into new
applications and markets with a fully-integrated, multiplexed light-source for optical computing chipsets
and sensing applications, named "LightBar-C™.
6) On March 17,2021, the Company announced significant progress on SPX, which includes the registration
of SPX, appointment of the board of directors and key personnel, completion of 5,000 square feet of
temporary facilities, ordering of key capital equipment for installation and qualification in April-May and
receipt of approximately US$5 million from Sanan IC to cover initial operating and capital expenditures.
7) On April 22, 2021, the Company announced that it has completed the design of a 100G LR4 (4 channel
Long Reach) optical engine with a reach of 10km (kilometers) for client-side interconnects to data centers,
enterprises and edge computing networks.
8) On June §, 2021, the Company announced that samples of its 100G and 200G CWDM4 Optical Engines
which are powered by four flip-chipped 28G and 28G PAM4 CWDM DFB lasers operating to MSA

standards for the QSFP28 module would become available beginning in early July.

9) OnlJune 9, 2021, the Company announced that samples of its O-band LightBar™ product will be available
beginning in September. The POET LightBar products address the need for remote, aligned light sources
to power data communication transceivers, co-packaging of electronics and photonics in applications such

data center switch architectures, optical computing and various sensing devices.

Summary of Quarterly Results

Following are the highlights of financial data of the Company for the most recently completed eight quarters,
which have been derived from the Company’s consolidated financial statements prepared in accordance with

IFRS:

Sales

Research and
development

Depreciation and
amortization

Professional fees
Wages and benefits

Management and
consulting fees
Stock-based
compensation
General expense, rent
and facility
Amortization of debt
issuance costs
Impairment and other
loss

Interest expense

Other (income),
including interest

Net loss, continuing
operations before taxes

Jun30/21  Mar31/21  Dec31/20  Sep30/20  Jun30/20 Mar31/20  Dec31/19  Sep 30/19
$209,100 $ -8 -8 -8 $ Y .
1,812,924 17339784 2229672 1,217,849 1250475 1,419,744 836,815 373,592

270,189 252,731 242,385 206,819 189,582 174,317 118,912 41,748
247,742 284,105 374,737 123,664 177,149 125,001 411,001 366,885
593,280 816,012 720,877 442,605 475,114 543,571 441,784 375,358

- - - - - 61,260 31,230

1,236,593 820,538 893,664 1,096,013 846,485 776,783 643,315 837,638
381,539 357,980 305,495 167,608 559,679 213,027 270,918 162,156

- - - - - 145,917 124,522

- - 2,500,000 - 1,764,459 -

94,799 234,579 248,823 243,805 228,591 216,684 301,577 320,794
(19.772) (1.309) (1.333) (13.910) (18.543) (1.362) (5.677) (40)
$4.408,194 $4098420 $5008320  $3484453  $6208,532 $3.467,765  $4.990.281 $2.633.883




Jun 30/21 Mar 31/21 Dec 31/20 Sep 30/20 Jun 30/20 Mar 31/20 Dec 31/19 Sep 30/19
Net (in(;ome) loss, )
discontinued operations,  § - 3 - 8 - $ - $ - 3 $(8,151,301) $310,332
net of taxes -
Net 1053 per share_, $(0.01) $(0.01) $(0.01) $(0.02) $(0.01) $(0.02) $(0.01) $(0.01)
continuing operations
Net income (loss) per $ -3 - $ - $ - $ - $ - $ (0.00) $ (0.00)
share, discontinued
operations

(1) Stock based compensation allocated between General & Administrative and Research & Development issuances are combined for
MD&A purposes. For financial statement presentation purposes, stock-based compensation is split between General &
Administrative and Research & Development.

Following are the highlights of financial data of discontinued operations, net of taxes for the most recently
completed eight quarters. Note: discontinued operations were sold on November 8, 2019:

Jun 30/21 Mar 31/21 Dec 31/20 Sep 30/20 Jun 30/20 Mar 31/20 Nov 8/19 Sep 30/19
Sales $ - $ - $ - $ - $ - $ - $(52,912)  $(1,182,729)
Cost of sales - 79,080 348,869
Research and development - 584,703 1,638,295
Professional fees - 4,570 7,639
Wages and benefits - 125,525 301,842
Stock-based compensation - (347,365) 80,009
General expenses and rent - 153,614 265,074
Interest expense - 8,764 26,131
Other (income), including
interest - - (1,174,798)
Gain on sale of discontinued
operations - (8,707,280)
Net (income) loss before
taxes $ $ $ - $ $ $ - $(8,151,301) $310,332

Explanation of Quarterly Results for the three months ended June 30, 2021 (“Q2 2021”) compared to the same
three-month period in the prior year (“Q2 2020”)

Net loss for Q2 2021 was $4,408,194 compared to a net loss of $6,208,532 in Q2 2020, a decrease of $1,800,338
(29%). The following discusses the significant variances between Q2 2021 and Q2 2020.

In Q2 2021, the Company reported non-recurring revenue of $209,100. No revenue was reported in Q2 2020. The
revenue reported related to a unique project that was addressed utilizing the capabilities of the POET Optical
Interposer.

R&D increased by $562,449 (45%) to $1,812,924 in Q2 2021 from $1,250,475 in Q2 2020. R&D for a Company
at this stage of development will vary from period to period as variable expenses with contract manufacturers will
fluctuate based on the development cycle and the immediate product development needs of the Company. The
increased cost contributed to the Company’s announcement of the Lightbar, 100G and 200G CWDM4 Optical
Engines samples that have already and will become available in Q3 2021.

Interest expense decreased by $133,792 (59%) to $94,799 in Q2 2021 from $228,591 in Q2 2020. The decrease
in interest expense is a result of interest no longer being paid on $3,377,887 of convertible debentures that were
converted in 10,592,500 units of the Company up-to June 30, 2021. The Company’s interest obligation was
eliminated as the convertible debentures were converted.

Depreciation and amortization increased by $80,607 (43%) to $270,189 in Q2 2021 from $189,582 in Q2 2020.
In late 2019, the Company embarked on a “fab-light” strategy with a required test facility situated in Singapore



and design facility in Allentown, Pennsylvania. The increase in depreciation and amortization was a result of
assets acquired for the new facilities.

Wages and benefits increased by $118,166 (25%) to $593,280 in Q2 2021 from $475,114 in Q2 2020. In Q2 2021,
the Company hired two new senior administrative employees. Additionally, the compensation for certain
employees were adjusted to be more aligned with the compensation of employees in similar roles in comparatively
sized companies within the industry.

Professional fees increased by $70,593 (40%) to $247,742 in Q2 2021 from $177,149 in Q2 2020. The increase
in Q2 2021 related to the fees for multiple projects in the quarter that required professional guidance which
included filing of a new base shelf prospectus in April 2021 and the related responses to queries from the various
regulatory authorities. Additionally, the Company incurred professional fees related to certain analysis associated
with ensuring the Company’s compliance to international regulations.

General expenses and rent decreased by $178,140 (32%) to $381,539 in Q2 2021 from $559,679 in Q2 2020. The
unusually high general and expense and rent in Q2 2020 was directly related to the Company’s announcement of
the signing of a $50 million joint venture. General expenses include a one-time cost of $328,000 paid to a firm
instrumental in introducing the joint venture parties and assisting with negotiations.

Non-cash stock-based compensation increased by $390,108 (46%) to $1,236,593 in Q2 2021from $846,485 in Q2
2020. The valuation of stock options is driven by a number of factors including the number of options granted,
the strike price and the volatility of the Company’s stock. The stock option expense is dependent on the timing of
the stock option grant and the amortization of the options as they vest. The stock options vest in accordance with
the policies determined by the Board of Directors at the time of the grant consistent with the provisions of the
Plan.

Explanation of Results for the six months ended June 30, 2021 (the “period”) compared to the same
six-month period in the prior year (“2020”)

Net loss from continuing operations for the period was $8,506,614 compared to a net loss of $9,676,297 in 2020,
a decrease of $1,169,683 (12%). The following discusses the significant variances between the period and 2020.

During the period, the Company reported non-recurring revenue of $209,100. No revenue was reported in 2020.
The revenue reported related to a unique project that was addressed utilizing the capabilities of the POET Optical
Interposer.

R&D increased by $482,489 (18%) to $3,152,708 in the period from $2,670,219 in 2020. The primary driver to
the increase in R&D in the period is the addition of 12 R&D staff since 2020. The Company has steadily increased
its R&D since it divested of its interest in DenseLight, where all R&D was conducted prior to 2020. Additionally,
the Company established a new product development facility in China which became fully operational during the
period.

Interest expense was $329,378 in the period as compared to $445,275 in 2020, a decrease of $115,897 (26%). The
Company raised $3,729,921 in convertible debentures between April 2019 and September 2019 with two-year
maturities. The Company is required to pay monthly interest on the convertible debentures. As the convertible
debentures reached maturity during the period, interest cost was reduced. During the period, convertible debenture
holders converted $3,377,887 of convertible debentures into 10,592,500 units of the Company. The interest
incurred, includes non-cash interest cost of $176,997.

Depreciation and amortization increased by $159,021 (44%) to $522,920 in the period from $363,899 in 2020.
With the sale of DenseLight, the Company embarked on a “fab-light” strategy with a required test facility situated
in Singapore and product development facility in China. The increase in depreciation and amortization was a result
of assets acquired for these new facilities.

Wages and benefits increased by $390,607 (38%) to $1,409,292 in the period from $1,018,685 in 2020. The
increase was a result of three primary factors during the period; 1) the Company paid a bonus of $250,000 to
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certain employees, 2) the Company hired two new senior administrative employees, and 3) the compensation for
certain employees were adjusted to be more aligned with the compensation of employees in similar roles in
comparatively sized companies within the industry.

Professional fees increased by $229,697 (76%) to $531,847 in the period from $302,150 in 2020. The increase in
the period is a result of professional fees paid for multiple projects in the period that required professional
guidance. These projects included the special meeting held in February 2021, filing of a new base shelf prospectus
in April 2021 and the related responses to queries from the various regulatory authorities, the analysis associated
with ensuring the Company’s compliance to international regulations and standards associated with operating as
a multinational corporation and ancillary professional fees related to the private placement financing, warrant and
stock option exercises.

Impairment and other loss was nil in the period compared to $2,500,000 in 2020. Impairment and other loss
consisted of a credit loss of $2,500,000 relating to the receivable from the sale of discontinued operations in 2020.
In 2020, after taking into consideration the length of time it took the Buyer of DenseLight to make the required
payments and the Company’s expectations regarding the likelihood of receiving the balance that was due at the
time, the Company determined, and the Buyer accepted, that it was in the Company’s best interest to accept partial
payments as final payment on the outstanding balance. The Company used the opportunity to restructure its
relationship with DenseLight to better accommodate the Company’s current supply needs.

Non-cash stock-based compensation increased by $433,863 (27%) to $2,057,131 in the period from $1,623,268
in 2020. The valuation of stock options is driven by a number of factors including the number of options granted,
the strike price and the volatility of the Company’s stock. The stock option expense is dependent on the timing of
the stock option grant and the amortization of the options as they vest. The stock options vest in accordance with
the policies determined by the Board of Directors at the time of the grant consistent with the provisions of the
Plan.

Explanation of Material Variations by Quarter for the Last Eight Quarters
02 2021 compared to Q1 2021
Net loss increased by $309,774 (8%) in Q2 2021 to $4,408,194 from $4,098,420 in Q1 2021.

In Q2 2021, the Company reported non-recurring revenue of $209,100. No revenue was reported in Q1 2021.

R&D increased by $473,140 (35%) to $1,812,924 in Q2 2021 from $1,339,784 in Q1 2021. R&D for a Company
at this stage of development will vary from period to period as variable expenses with contract manufacturers will
fluctuate based on the development cycle and the immediate product development needs of the Company. The
increased cost contributed to the Company’s announcement of the Lightbar, 100G and 200G CWDM4 Optical
Engines samples that would become available in Q3 2021.

Wages and benefits decreased by $222,732 (27%) to $593,280 in Q2 2021 from $816,012 in Q1 2021. In Q1
2021, the Company paid a bonus of $250,000 to certain employees. No bonus was paid in Q2 2021.

Interest expense decreased by $139,780 (60%) to $94,799 in Q2 2021 from $234,579 in Q1 2021. The decrease
in interest expense is a result of interest no longer being paid on $3,377,887 of convertible debentures that were
converted in 10,592,500 units of the Company up-to June 30, 2021. The Company’s interest obligation was
eliminated as the convertible debentures were converted.

Non-cash stock-based compensation increased by $416,055 (51%) to $1,236,593 in the Q2 2021 from $820,538
in Q1 2021. The valuation of stock options is driven by a number of factors including the number of options
granted, the strike price and the volatility of the Company’s stock. The stock option expense is dependent on the
timing of the stock option grant and the amortization of the options as they vest. The stock options vest in
accordance with the policies determined by the Board of Directors at the time of the grant consistent with the
provisions of the Plan.
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01 2021 compared to O4 2020
Net loss decreased by $909,900 (18%) in Q1 2021 to $4,098,420 from 5,008,320 in Q4 2020.

The most significant driver of the decreased loss from Q4 2020 to Q1 2021 was a decrease in R&D of $889,888
(40%) from $2,229,672 in Q4 2020 to $1,339,784 in Q1 2021. In Q4 2020, the Company settled certain R&D
expenses by transferring $897,727 worth of equipment to the supplier. The equipment was initially installed in
the fabrication facility of the supplier who provided discounted R&D services to the Company. The equipment
will be used by the supplier for volume production primarily for the benefit of the Company.

Wages and benefits increased by $95,135 (13%) to $816,012 in Q1 2021 from 720,877 in Q4 2020. The increase
is due to a bonus of $250,000 paid in Q1 2021. The increase over Q4 2020 is however, only $95,135 because Q4
2020 included a reclassification of $153,000 of certain wages and benefits that were classified as R&D in the first
three quarters of 2020.

Professional fees decreased by $90,632 (24%) to $284,105 in Q1 2021 from $374,737 in Q4 2020. In Q4 2020,
the Company incurred legal and other professional fees relating to negotiating and drafting agreements related to
the $50 million joint venture that was announced on June 30, 2020. The agreement was signed in Q4 2020 and
the JVC was formed. The Company incurred unusually high legal and professional fees relating to the agreement
and the establishment of the JVC. Additionally, the Company incurred legal and other professional fees to
establish POET Optoelectronics Shenzhen Co. Ltd, in China, a wholly owned subsidiary of Company, to support
the efforts of the JVC.

04 2020 compared to O3 2020

Net loss from continuing operations increased by $1,523,867 (44%) in Q4 2020 to $5,008,320 from $3,484,453
in Q3 2020.

R&D increased by $1,011,823 (83%) to $2,229,672 in Q4 2020 from $1,217,849 in Q3 2020. During Q4 2020,
the Company settled certain R&D expenses by transferring $897,727 worth of equipment to the supplier. The
equipment was initially installed in the fabrication facility of the supplier who provided discounted R&D services
to the Company. The equipment will be used by the supplier for volume production primarily for the benefit of
the Company. R&D is expected to fluctuate period over period.

Professional fees increased by $251,073 (203%) to $374,737 in Q4 2020 from $123,664 in Q3 2020. The
Company incurred legal and other professional fees relating to negotiating and drafting agreements related to the
$50 million joint venture that was announced on June 30, 2020. The agreement was signed in Q4 2020 and the
JVC was formed. The Company incurred unusually high legal and professional fees relating to the agreement and
the establishment of the JVC. Additionally, the Company incurred legal and other professional fees to establish
POET Optoelectronics Shenzhen Co. Ltd, in China, a wholly owned subsidiary of Company, to support the efforts