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This Management’s Discussion and Analysis (“MD&A”) is dated March 29, 2022. 

INTRODUCTION 

This MD&A of the results of operations, cash flows and financial position as at and for the year ended December 31, 2021, should 
be read in conjunction with the audited consolidated financial statements and notes thereto for the years ended December 31, 
2021 and 2020.  The financial statements and additional Company information are available to view on www.sedar.com. 
References in this MD&A to “OneSoft”, the “Company”,  “OSS”,  “us”, “we”, and “our” mean OneSoft Solutions Inc. and its 
subsidiaries, unless the context otherwise suggests. 

The Company’s consolidated financial statements are prepared in accordance with International Financial Reporting Standards 
and include the accounts of OneSoft and its wholly owned subsidiaries, OneBridge Solutions, Inc., OneBridge Solutions Canada 
Inc. and OneCloudCo Limited. OneSoft’s shares trade on the TSX Venture Exchange in Canada, under the symbol “OSS”, and are 
listed on the OTCQB market in the USA, under the symbol “OSSIF”. 
 
This MD&A contains forward-looking information based on certain expectations, projections, and assumptions. This information 
is subject to many risks and uncertainties, many of which are beyond the Company’s control. Users of this information are 
cautioned that actual results may differ materially. Readers are directed to the “Risks and Uncertainties” on page 18 of this 
document and to the “Advisory Regarding Forward Looking Information” on page 24. 

GLOSSARY: DEFINITIONS USED IN THIS DOCUMENT 

Financial Periods referred to in this document: 
• “Fiscal 2021” means the twelve-month period January 1 through December 31, 2021. 
• “Q1 2021” means the three-month period January 1 through March 31, 2021. 
• “Q2 2021” means the three-month period April 1 through June 30, 2021. 
• “Q3 2021” means the three-month period July 1 through September 30, 2021. 
• “Q4 2021” means the three-month period October 1 through December 31, 2021. 
• “Fiscal 2020” means the twelve-month period January 1 through December 31, 2020. 
• “Q4 2020” means the three-month period October 1 through December 31, 2020. 

“ARR” means annual recurring revenue from SaaS subscription, data ingestion, Microsoft Azure and specialized functionality 
module fees associated with CIM, which may repeat each month but in varying amounts. ARR is comprised of: (a) fixed recurring 
revenue, which includes CIM subscription fees that vary nominally over a contract subscription period; and (b) repeating revenue, 
which varies month to month depending upon the number of pipeline inspection files ingested each month and the use of 
optional software functionality by clients. Reported ARR includes only revenue recognized in a period. It does not reflect the total 
contractual amount of revenue to be provided by customers in future periods. 

“Azure” is Microsoft’s cloud computing service which offers a range of software-as-a-service (SaaS), platform-as-a-service (PaaS) 
and infrastructure-as-a-service (IaaS) options for deploying applications and services on Microsoft-managed data center 
infrastructure.  OneSoft’s software products have been designed to be deployed and operated on Microsoft Azure, a cloud 
platform which features ninety plus cyber security compliance certificates.  

“CIM” or “Cognitive Integrity ManagementTM is the Company’s software-as-a-service software solutions that address the end-
to-end business process flow of oil and gas pipeline integrity processes including assessment planning, integrity compliance, dig 
management, threat monitoring, data management and analyses of the various datasets that apply to asset integrity. CIM is 
comprised of several modules, as follows: 

• “ILI Management” is the Company’s first software module developed that automatically normalizes (irrespective of the 
multiple data schemas used by different ILI vendors over decades), ingests, aligns and analyzes pipeline in-line 
inspection (ILI) data files using data science and proprietary machine learning algorithms. Revenue generation from ILI 
Management commenced in January 2017. 

Management believes this module is revolutionary when compared with legacy processes currently used, which require 
extensive manual work performed by highly trained SMEs. Legacy ILI data matching typically requires multiple weeks 
for highly trained engineers or consultants using Excel spreadsheets to align and analyze only a subset of data from two 
ILI data sets (i.e., the most current and next most current ILI datasets) and thereafter apply that sample analysis to 
extrapolate predictions for the remainder of the pipe being analyzed.  

Typical costs for consultants to perform this task with legacy systems vary between US $5,000 and $8,000 to match two 
ILI data sets, depending upon the volume of data that is aligned and matched. By comparison, CIM ILI Management 
automatically ingests and align 100% of the data, for any number of ILI datasets, in only minutes or hours (depending 
upon the volume of historic data being analyzed), essentially by dragging and dropping the ILI data files onto CIM and 
pressing a key to start the process. In addition to significant time and cost savings, CIM analytics to assess pipe 

http://www.sedar.com/
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conditions are greatly improved by using 100% of the data collected over time, compared to extrapolating results from 
only sample data points from two ILI data sets.  

• “CIM Core” is the Company’s second software module that addresses the core operational logistics and regulatory 
compliance functions that pipeline operators need to perform to operate their pipelines. CIM Core functionality 
includes ILI Management; Assessment Planning; Dig Management (including selection of PIG vendor and management 
of excavations, inspections and repairs); Threat Monitoring; GIS Data Correlation; Logistical System and Process 
Management Systems; and extensive Reporting and Data Visualization functions.  

After using and validating the Company’s ILI Management software during 2017, Phillips 66 decided to provide their 
on-premise software and IP that they used to conduct pipeline integrity management processes (which they developed 
over the course of approximately 15 years) along with funding assistance, for OneSoft to integrate into CIM to operate 
on Microsoft’s cloud platform. This became the Company’s second revenue generating module in 2019, and provides 
functionality required by all pipeline operators.  

CIM Core’s capability to store and align disparate data allows holistic integration of departmental operations and 
enables capability to query big data for unique relationships. For example, a user can identify all instances where a 
crack and a dent near a girth-weld exist on pipelines situated within high consequence areas which encompasses ILI, 
pipe properties, map and regulatory data by querying a single database, rather than combing through siloed, un-aligned 
and unconnected data sets.  

Mandatory regulatory compliance requirements call for certain highly complex data relationship assessments. 
Garnering input from early adopter clients, CIM Core now contains algorithms and queries that can detect and report 
on nearly 300 pipeline threats and excavation criteria, inclusive of both regulatory and operator best practices.  

• “CIM Platform” is the data hub structure that evolved from CIM ILI and CIM Core modules, wherein data ingestion, 
normalization and analytics capabilities were enhanced to process the various additional data sets that pipeline 
operators use to perform other aspects of pipeline asset and operational management. The architecture of the CIM 
Platform was initially determined using “frog” design software concepts introduced during our collaborative work with 
Microsoft at Accelerator in 2016 and optimized to leverage big data management and analytics using machine learning 
and cloud computing. Management believes that our approach uniquely differentiates OneSoft from other O&G 
software vendors, who still perpetuate legacy software development methodologies that favor stand-alone modules 
destined to operate in siloed fashion, without capability to deliver CIM-type benefits. Although it is foundational to the 
Company’s other CIM modules, the CIM Platform has not yet been commercialized for revenue generation.  

• “Corrosion Management” means the Company’s software module currently under development to address internal 
and external corrosion, with data management and analytics for corrosion coupons, sampling, pigging, transported 
material flow velocity and flow mode, chemical usage and external pipeline corrosion caused by elements in the 
atmosphere and surrounding environment. Corrosion Management data is correlated to ILI data to monitor trends, 
forecast chemical spend and pipeline forecasted life to determine overall corrosion mitigation effectiveness. When 
completed, this module will be marketed using the Consumption Economics model. 

• “Crack Management” means the Company’s software module currently under development to assist pipeline operators 
with data analytics concerning integrity and threat management associated with pipeline cracks, generally in 
accordance with recommended operating practices pursuant to API RP 1176 and both US and Canadian regulations. 
When completed, this module will be marketed using the Consumption Economics model. 

• “Risk Management” means the Company’s quantitative risk software module currently under development. Risk 
Management embeds C-FER Technologies’ nine probabilistic threat models into CIM (External Corrosion; Internal 
Corrosion; Stress Corrosion Cracking; Manufacturing-Related Defects; Welding/Fabrication Defects; Equipment; Third 
Party / Mechanical Damage; Weather & Outside Force; and Incorrect Operation) which collectively address pipeline 
operations regulation ASME B31.8S. When completed, this module will be marketed using the Consumption Economics 
model. 

• “Geohazard Management” means the software module currently being researched in the Company’s Innovation Lab 
to assess seismic, earth movement, soil and water factors that contribute to potential pipeline strain and failures. The 
Company has not yet committed to develop and commercialize Geohazard Management, pending further technical and 
market due diligence that is currently ongoing. If it is completed, this module will be marketed using the Consumption 
Economics model. 

“Cloud computing” is the delivery of computing services—including servers, storage, databases, networking, software, analytics, 
and intelligence—over the Internet (“the cloud”) to offer faster innovation, flexible resources, and economies of scale. Customers 
generally pay only for the cloud service components they use, helping to lower operating costs, run infrastructure more 
efficiently, and provide scale as the business needs change. 

https://www.sedar.com/GetFile.do?lang=EN&docClass=8&issuerNo=00008172&issuerType=03&projectNo=02717649&docId=4241989
https://www.sedar.com/GetFile.do?lang=EN&docClass=8&issuerNo=00008172&issuerType=03&projectNo=03209784&docId=4941883
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“Consumption Economics” means a SaaS deployment and fee model wherein certain software functionality will be accessible for 
use by CIM users on an as-required basis.  CIM users may be charged a fixed monthly fee for access and a variable fee based on 
usage. 

“Deferred Revenue” means prepayments from customers for the use of CIM. “Deferred Revenue – Current” is expected to be 
recognized in revenue in the next 12 months and “Deferred Revenue – Non-current” is expected to be recognized in revenue 
after the current fiscal year. 

“ESG” means Environmental, Social and Governance. ESG criteria are used by socially conscious investors to screen potential 
investments, based on how a company manages its impact on the environment, maintains relations with stakeholders and how 
the Board of Directors and management govern the Company to ensure its effectiveness and continuing compliance with all 
related laws and regulations.  

“GIS” means geographic information system, which spatially connects objects (e.g., pipeline assets) to a map.  

“IFRS” means International Financial Reporting Standards. 

“IC” means internal corrosion, which occurs due to environmental conditions inside steel pipelines wherein deterioration of 
metal from oxidation of the iron results in metal loss and potential strength loss that can cause pipeline failures. 

“ILI” means inline inspection [of pipelines]. ILI tools, or “PIGS” (pipeline inspection gauges) are tools equipped with distance 
measuring and condition measuring devices that are placed in a pipeline and propelled from a launch valve to a receiving valve 
by the product (typically oil or gas) to inspect pipelines for evidence of internal or external corrosion, deformations, laminations, 
cracks, or other defects. There are more than 50 PIG vendors who provide various measuring technologies such as magnetic flux 
leakage (“MFL”) and ultrasonic (“UT”).  

“IoT” means the Internet of Things which describes groups of physical objects (each an “IoT Device”) that are embedded with 
sensors, processing capability, software or other technologies that connect with and exchange data with other devices and 
systems over the internet for data communication and analysis. In the pipeline industry, IoT may involve connecting devices such 
as rectifiers, test posts and leak detection devices to the internet to facilitate remote monitoring and in some cases remote 
control.  

“IP” means intellectual property. 

“Management” means the senior executive management team of OneSoft, which include the Company’s CEO, COO, CFO and 
Presidents of the Company’s operating subsidiaries. 

“Minimally Viable Product” or “MVP” is a core component of the software development methodology described by Eric Ries in 
his book, The Lean Startup.  Utilization of the MVP concept is based on a “build-measure-learn” concept to incorporate customer 
learnings and feedback from the outset to ensure that development resources and efforts expended address only software 
functionality that is required and desired by customers. OneSoft has used the Lean Startup and MVP methodologies to develop 
its solutions throughout its development of the CIM platform.  

“OneSoft” means OneSoft Solutions Inc. and includes the accounts of OneSoft and its wholly owned subsidiaries, OneBridge 
Solutions, Inc., OneBridge Solutions Canada Inc. and OneCloudCo Limited. 

“Other Revenue” means revenues from services such as CIM Production Trials, commissions, software development fees that 
are invoiced to third parties and miscellaneous other project fees, which may recur at irregular intervals. 

“PIG” means pipeline inspection gauge, a device that is fitted with sensors to detect features (valves, girth welds, etc.) and 
anomalies (e.g., corrosion and other pipe wall loss conditions) as it travels down the pipeline, usually propelled by the product in 
the pipeline. Data captured between the launch and receive valves is stored during the PIG run and subsequently retrieved for 
analysis and comparison to data captured in prior PIG run(s) on the same pipeline segment. 

“Production Trials” (formerly referred to as “Proof of Concept”) are part of the Company’s sales process and refers to limited 
time use of CIM by prospective customers for the purpose of testing, applicability, and assessment of CIM functionality, using 
their own data.  

“SaaS” means software-as-a-service. 

“SOC 2” refers to the comprehensive internal control reporting framework developed by the American Institute of Certified Public 
Accountants for service organizations. OneBridge Solutions has engaged an independent third-party auditor to assess and test 
the internal controls the Company has established in and around its CIM solution relating to criteria of security to ensure the 
Company complies with the SOC 2 set of standards. Certification of compliance with SOC 2 is intended to meet the demands of 
customers who seek detailed information and require assurance about internal controls prior to their approval of CIM for their 
internal use and uploading of their confidential data into it. 

“SME” means subject matter expert.  

http://theleanstartup.com/principles
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FINANCIAL SUMMARY 

Selected Annual Information 
(In $000’s, per share amount in $) 

2021
$

2020
$

2019
$

Revenue 4,442            4,056            2,712            
Net loss (3,889)           (3,256)           (3,606)           
Other comprehens ive Income (loss ) 28                 (23)                21                 
Comprehensive loss (3,861)           (3,279)           (3,585)           
Basic and fully diluted loss per share (0.03)             (0.03)             (0.03)             

Cash and short-term investments 5,509            7,223            10,512          
Tota l  assets 6,901            8,446            11,944          
Long term l iabi l i ties 302               -                    -                    

Year ended December 31:

 

HIGHLIGHTS OF FISCAL 2021 

2021 Financial Metrics 
Quarterly and annual financial metrics are summarized in the table below, with comparisons to the same period last year. 
OneSoft tracks revenues in two main categories, ARR and Other Revenue, as defined herein. 

Fiscal 2021 Revenue components table 

OneSoft SaaS Metrics Q4 2021 Q4 2020 Q4 2021 Q4 2020

Revenue as reported in the Financial Statements 1,201,471$  966,122$     4,441,952$  4,056,077$  

Revenue categorization:

   Annual Recurring Revenue ("ARR") 1,053,393$  917,877$     4,072,522$  3,872,678$  

   Other Revenue 148,078$      48,245$        369,430$      183,399$      

Total Revenue 1,201,471$  966,122$     4,441,952$  4,056,077$  

Direct Costs 321,048$      190,550$     1,124,797$  921,462$      

Gross Profit 880,423$      775,572$     3,317,155$  3,134,615$  

Direct Costs as % of Total Revenue 27% 20% 25% 23%

Gross Profit as % of Total Revenue 73% 80% 75% 77%

ARR as % of Total Revenue 88% 95% 92% 95%

ARR Growth (Qtr / Qtr, YTD / YTD) 15% 50% 5% 57%

Three months ended: Year ended:

 

• Revenue for Fiscal 2021 was $4,441,952, an increase of $385,875 (9.5%) over last year’s revenue of $4,056,077.  
Factors causing change in revenue, 2020 to 2021
   Increase in revenue from seven new customers 1,503,709$      
   Increase in revenue from other pre-exis ting customers 354,771           
   Decrease in revenue from other customers (1,218,286)      
   Foreign exchange effect, year over year (254,319)         
Change in revenue 385,875$          

A small number of existing customers decreased their revenue year over year by a total of $1,218,286, principally 
because one customer who ingested an unusually large number of pipeline assessment logs in Fiscal 2020 during their 
initial implementation of CIM did not generate the same level of activity this year. 

• Gross profit as a percentage of sales has approximated the 75% of revenue range for the past few years. In Fiscal 2021, 
as the Company started to transition from early adopter to more mainstream customers, we commenced charging 
professional services for CIM implementation which assisted in raising our revenue from services (a non-ARR revenue 
component) by $220,000. Management will consider selectively instituting other product support charges, where 
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appropriate, to increase future service revenue. We believe that ongoing development and use of new client on-
boarding tools may reduce labour costs for CIM implementations for new clients in the future.   

• As at December 31, 2021, deferred revenue was $1,183,673 which was $770,127 greater than at December 31, 2020. 
Deferred revenue is an advantageous source of cash for the Company.  

• Cash used in operating activities was $1,817,371 in Fiscal 2021 and $3,563,584 in Fiscal 2020. This was a significant 
reduction, primarily due to the generation of $2,188,534 more cash from deferred revenue this year.  

• At December 31, 2021, cash and cash equivalents totaled $5.5 million ($7.2 million at December 31, 2020). Working 
capital (current assets less current liabilities) was $4.2 million ($6.2 million at December 31, 2020), and the Company 
has no debt. Assuming no significant changes in current business strategies and cash consumption, Management 
believes the Company has sufficient cash on hand to fund its business and growth strategies as envisioned for Fiscal 
2022.   

Fourth Quarter 2021  

• Revenue in Q4 2021 was $1,201,470, an increase of 24.4% or $235,349 over Q4 2020, due primarily to the addition of 
the new customers. A decrease in the effective average U.S. quarterly foreign exchange rate negatively affected Q4 
2021 revenue by approximately $31,660. 

• Gross profit was $104,851 higher in Q4 2021 than in Q4 2020 due to the increase in revenue and despite the gross 
margin decreasing to 73% from 80% in Q4 2020.  

• Total operating expenses after capitalization of software development costs in Q4 2021 were $52,053 less than in Q4 
2020 because of increased cost capitalization and other expense (income) was $276,692 higher in Q4 2021 than in Q4 
2020 because of higher stock compensation expense and because there was no SRED cash refund in Q4 2021. 

• The net loss was $1,059,017 in Q4 2021, which is $119,788 higher than in Q4 2020. These results are explained in 
greater detail later in this report.  

Quarterly Revenue 

• The chart below shows CIM revenue for the past twenty-two quarters. The Q1 2020 revenue spike is not likely to occur 
in the future, as it is more probable that loading of logs and their corresponding revenue will be more evenly distributed 
over future quarters. Except for the spike, revenue reflected a consistent growth trend, driven by an increasingly larger 
customer base. We expect new customers to prioritize ingestion of ILI data into CIM that applies to the segments of 
their pipelines for which CIM will be used currently, rather than ingesting all data for all segments that won’t be 
processed in CIM until sometime in the future.  

• Management draws reader attention to the dotted line, which illustrates CIM’s compounded annual revenue growth 
rate of 76.9%, based on linear growth over 5.5 years. Management is focused on increasing CIM revenues to drive cash 
flow and profitability which we believe will increase future Company value for shareholders.  

 

BUSINESS UPDATE 

Consistent with past practice, we strive to keep Company stakeholders updated regarding Company progress, as viewed through 
the eyes of Management. The most common comments received and our summarized responses thereto are stated in the table 
below.  
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Comments Response 

Given the advantages that CIM 
appears to have, compared to 
conventional solutions that 
currently serve the market, CIM 
should be adopted by all O&G 
pipeline operators at this point. 
 

• OneSoft has introduced new technology and solutions that significantly change 
pipeline integrity management processes that have been used for decades. This is 
disruptive and presents a significant change to company culture, integrity 
management processes and employees, which can generate resistance until the 
customer learns of the highly beneficial effect that CIM may have on their operations.  

• Acceptance by majority market customers to replace legacy processes typically occur 
only after innovator and early adopter customers have explored and validated the new 
technology and process and report favorably to their peers the advantages achieved 
by using new technology and processes. We believe that we are now reaching this 
point in the market. 

 
Given the higher value that CIM 
purportedly provides for its 
users, CIM pricing should be 
increased.  

• New technologies that are disruptive to legacy systems are typically priced lower than 
the legacy products, until such time that their true value and advantages over legacy 
systems are well-understood (i.e., after innovators and early adopters validate and 
report their experiences).  

• Technology start-ups achieve capability to control pricing for their products only after 
they demonstrate capability to replace legacy systems for mainstream market 
customers. 

• The fact that O&G pipeline operators generally use inexpensive spreadsheet software 
(and do not factor in extensive labor costs) exacerbates the initial pricing challenge, as 
any enterprise level solution for integrity management appears costly compared to 
Microsoft Excel, until assessments of value are experienced and better known in the 
industry. 
 

What are the Company’s 
revenue growth expectations 
and the pace of achieving 
these?  
 

• The Company will not publish revenue guidance unless predictions can be made with 
a high level of accuracy.  

• Revenue growth is expected to occur commensurate with rate of adoption of the 
Company’s solutions by majority market customers. 

• The Company has provided implementation, service and support hours at nominal to 
no cost to further ensure its new technologies are adopted by a sufficient number of 
customers, to generate momentum in the marketplace. Rates for these services will be 
increased in future periods when they can be realized.  
 

Why are sales cycles so lengthy 
and what can be done to reduce 
timelines?  

• The Company’s solution has been the first enterprise SaaS application implemented by 
most of our customers to date. This has generated procurement challenges (e.g., legal 
and IT reviews, pricing models for multi-year SaaS fees rather than one-time software 
purchase, etc.) and differences from customer’s usual vendor authorization processes, 
which have resulted in increased sales cycle timelines. 

• We anticipate that increasing awareness and positive reputation of our solutions 
expressed by our early adopter customers will aid in new customers conducting their 
due diligence, including reduced need for extensive Production Trial and other 
validation efforts that have already been done by peer companies, all of which 
contributes to reducing sales cycles. 

• A salient factor to consider regarding future customer additions is the Company 
presented to numerous potential customers during the past 5 years who were not 
early adopter candidates. We believe that this initial awareness of Company solutions, 
bolstered with the experiences and validation of the early adopter customers, will 
contribute to shorter sales cycles as we progress efforts to target majority customer 
markets.  
 

Key Concepts & Strategies 

To further assist readers to understand Management’s view of the adoption progress of our solutions by customers, the 
remainder of this section provides insight about the factors, challenges and opportunities that influence our objectives and go-
forward strategies. We subscribe to well-tested new technology adoption models that have been proven successful by other 
start-up technology companies with key assumptions and objectives as follows:   

• We believe that OneSoft’s technology and solutions are sufficiently revolutionary to establish a “New Market Category” 
that replaces existing legacy systems and processes used by O&G pipeline companies to manage their data.  Internal 
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analysis of customer deployments has shown that our technology and solutions have improved efficiencies and reduce 
operational costs for customers in a significant way.  

A New Market Category is one that (a) has potential to supersede an established category that has been in existence 
for at least 10 years; (b) continues to have expenditure budget; and (c) can benefit from the replacement of legacy 
systems and processes and with new processes and technology that can drive better process, production and cost 
efficiencies.  

An example of the emergence of a New Market Category is Amazon’s Web Service and Microsoft’s Azure Cloud 
Platform, which now are now well entrenched in the process of replacing legacy, on-premise data centres on a global 
basis. 

• As creator of our New Market Category, we anticipate two key first-mover advantages: (1) successfully engaging the 
innovator and early adopter customers before they consider competitive products; and (2) setting the New Market 
Category architecture and standards that subsequent competitors in this market will eventually need to follow. 

We believe that an essential requirement to OneSoft becoming the dominant market leader in the New Market Category is 
creation of a full suite of products, driven by customer needs, that will augment customer loyalty and longevity and accelerate 
future revenue growth. The Company’s efforts to accomplish the full product suite objective follows. 

Development of Software Module 1 - ILI Management 

The Company’s first software module was ILI Management, developed as an MVP in 2016 during participation in Microsoft’s first 
Accelerator for Machine Learning and Data science. The Company collaborated with Phillips 66, who sought understanding of 
what advantages machine learning and cloud computing might provide over its own comprehensive Oracle-based on-premise 
software solution. Following a software use trial for ILI Management, Phillips 66 onboarded data for approximately 10,000 miles 
of pipeline into ILI Management in January 2017, which marked the commencement of CIM revenue generation. 

Development of Software Module 2 – CIM Core 

After using and validating ILI Management for a year, Phillips 66 decided to provide their on-premise software and IP (which was 
developed over 15 years), along with funding assistance, for OneSoft to integrate into CIM to operate on Microsoft’s cloud 
platform. CIM Core became the Company’s second revenue generating module in 2018, which functionality is required by all 
pipeline operators to manage key operational logistics.  

Development of Software Module 3 – CIM Platform 

The CIM Platform evolved as ILI Management and CIM Core modules were developed, to enhance data ingestion, normalization 
and analytics capabilities required to process the various additional data sets that pipeline operators require to perform other 
aspects of pipeline asset and operational management. The architecture of the CIM Data Platform was initially determined using 
“frog” design software concepts introduced during our collaborative work with Microsoft at Accelerator and optimized to 
leverage big data management and analytics using machine learning and cloud computing.  

Management believes that our approach uniquely differentiates OneSoft from other O&G software vendors, that still perpetuate 
legacy software development methodologies wherein stand-alone modules are destined to operate in siloed fashion, without 
capability to deliver CIM-type benefits. Although it is foundational to the Company’s other CIM modules, the CIM Platform is not 
yet ready for commercialization.  

Development of Future Software Modules – The Whole Solution  

OneSoft continues its pursuit of two key objectives – to increase market share and revenue; and to position the Company to 
achieve leading market share. New software modules are being developed as discussed in this MD&A. Management believes that 
the CIM platform can serve as the underlying data-hub to improve efficiencies associated with selling, general and administrative 
expense, data management, excavation and repairs, pipeline maintenance, external and corrosion inspections, environmental 
and other studies and facilities maintenance.  

Additional software modules are currently under development or being researched in the Company’s Innovation Lab to complete 
OneSoft’s whole product solution, including Corrosion Management, Crack Management and Risk Management and potentially 
Geohazard Management. (Information about these modules is stated in the Glossary section of this document.) Additionally, the 
Company continues to explore potential application of its technology and products for suitability in markets other than O&G, 
including water/wastewater and other steel product markets.  

Transition From Early Adopter to Mainstream Market Customers 

Based on the strong validation and positive CIM-use experiences of our early adopter clients, which are now being shared with 
industry peers, the Company is transitioning to sell to early majority customers, that are typically most motivated to purchase for 
return on investment (“ROI”) considerations, wherein opportunities that are available through the application of new 
technologies (“trapped value”) can be unlocked through adoption of new technology and processes. We believe that CIM has 

https://www.sedar.com/GetFile.do?lang=EN&docClass=8&issuerNo=00008172&issuerType=03&projectNo=02717649&docId=4241989
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capability to unlock trapped value from unused and underutilized data by reducing O&G pipeline operating costs, as has been 
documented by OneSoft and third parties in several white papers, case studies and webinars, some of which were explained in 
detail on pages 6-8 of the Company’s MD&A for FYE December 31, 2020 published on SEDAR. 

We intend to evolve future sales and marketing strategies to focus on identifying and communicating the trapped value 
opportunities that CIM-use can unlock and quantify the increasing operating efficiencies and cost reductions. Many potential 
customers using current siloed data systems and processes are not yet aware of CIM’s full potential. Our evolving sales approach 
is targeted at senior management personnel who make buying decisions based on company holistic rather than departmentally 
focused priorities and exposing CIM’s full capabilities and potential to improve customers’ operations. 

Potential Competitors 
Management believes that OneSoft continues to have a significant technological lead, which at this point poses a barrier for 
potential competitors to catch up to or surpass.  OneSoft’s technological lead resulted from several factors, three of which are 
key differentiators that are challenging for competitors to replicate at this point:  

a. Microsoft’s assistance, commencing with our participation in their first Accelerator for data science and machine 
learning in 2016, and their technical and marketing collaboration which has continued to date;  

b. The Company’s opportunity to incorporate Phillips 66’s internally developed software and IP into CIM, which has 
significantly reduced CIM development time, and 

c. Unlike ILI vendors, OneSoft is viewed as a neutral, safe partner for pipeline operators to share data with. Data sharing 
with ILI vendors carries potential risk for operators to become dependent on single-sourcing ILI services, an issue which 
doesn’t exist with the Company’s vendor-agnostic data management capabilities. 

Management believes that these factors have impacted the Company’s first mover advantage, contributing to our head start. 
Potential competitors that do not have access to these collaborative efforts will be disadvantaged to replicate CIM and attract 
early adopter validation. Management is aware of several other parties, including software competitors and large pipeline 
operators, that have attempted to develop CIM-like solutions, without similar success thus far.  

Product Pricing Consideration 

To entice engagement and input from early adopters, OneSoft has engaged in strategic pricing, with the expectation of recovering 
that value later. This strategy has commonly been used by technology companies in start-up phases, who ultimately garnered 
leading market share status. OneSoft’s strategies to date have included: 

a. “try before you buy” (i.e., production trial) initiatives, often conducted without fees being charged;  

b. various flexible pricing models that were customized to suit certain client requests;  

c. “land and expand” initiatives, wherein certain clients were engaged using “pay-as-you-go” concepts that precluded long 
term contractual commitments during initial use of CIM; and  

d. a strong focus on ensuring high customer success experiences, by providing comprehensive implementation, training 
and support services, and often for reduced fees.  

Management’s view is that the addition of new customers at this point in the Company’s evolution is a high priority. This strategy 
promotes early market share growth, which increases challenges for potential competitors to enter the market. First-mover 
market share also provides competitive advantage to achieve future market leadership status in the New Market Category. 

Management anticipates that year-over-year incremental revenue will continue to vary, depending upon the pricing models 
customers initially select and the additional functionality modules they choose to use in the future. Revenue from some existing 
customers is expected to remain fairly constant over the term of their CIM-use agreements while revenue from others that choose 
to stage their CIM use over several future years and/or accelerate their use of additional CIM modules may increase materially 
year over year. 

Marketing, Sales, Customer Relationships  

As OneSoft crosses the chasm from early adopter to mainstream clients, Management intends to evolve marketing and sales 
strategies that were used to engage innovator and early adopter customers to those most suited to attract early majority 
customers. This customer group is generally more risk-averse and pragmatic and tend to purchase only after earlier customers 

https://www.onebridgesolutions.com/learn/case-studies-resources/
https://www.sedar.com/GetFile.do?lang=EN&docClass=7&issuerNo=00008172&issuerType=03&projectNo=03192315&docId=4917158
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have validated new products.  Their most compelling reason to buy is ROI. Management believes that the Company is well-
positioned to present compelling cases to justify purchase decisions based on ROI factors.  

Whereas the Company’s early market sales and marketing messaging were targeted at operational teams who were ultimately 
required to test and validate our solutions, these are being modified for presentation to senior management and C-suite teams, 
with the objective of providing solutions for “pragmatists in pain”.  

The architecture of the CIM platform and development of the complimentary modules are ideal to leverage a Consumption 
Economics SaaS deployment model, which allows customers to onboard CIM with smaller up-front financial commitments and 
increase their CIM use over time.  

The fundamental sales challenge for most new CIM clients is making the decision to replace their legacy systems, knowing that 
adoption of new technology and systems will be disruptive to company culture and current processes. Other sales challenges 
include the need for clients to establish sufficient comfort with our Company and personnel that will sustain into the future; the 
requirement to conduct extensive product, legal and information technology due diligence efforts; and addressing pricing terms 
and procurement logistics that govern multiple year contracts. While these factors apply to initial sales to new clients, they no 
longer pose significant challenges for second and subsequent sales to existing clients. 

Moore’s Technology Adoption Model 

Many of Management’s strategies to grow the Company and build shareholder value are based on the experiences of other 
technology start-ups, some of which has been compiled and published by Geoffrey Moore. A podcast interview entitled “Building 
Gorilla Businesses”, wherein he summarizes his insights from an investor’s perspective, can be accessed at Apple Podcast, Spotify 
or other online venues.   

The chart below summarizes the Moore technology adoption model. Management believes that OneSoft has crossed the chasm 
and is currently developing the different software modules to create the “whole product” that is necessary to achieve market 
leadership status. 

 

 

BUSINESS OUTLOOK  

OneSoft had a very productive year by more than doubling its client base in Fiscal 2021. Most of our clients are high-profile 
industry leaders that have entered into multi-year SaaS agreements who collectively operate approximately 150,000 miles of 
pipelines, of which approximately 100,000 miles are piggable.   

During Fiscal 2021 the Company enhanced its solutions with 11 application releases and 43 cumulative machine learning 
algorithm updates. Approximately 8,000 ILI assessments have been ingested into CIM to date, resulting in the Company’s 
algorithms now having capability to detect and report on approximately 300 pipeline threat conditions and excavation criteria, 
inclusive of both regulatory and operator best practices. More than 70 million features, across all data, have been analyzed by 

https://www.joincolossus.com/episodes/88229579/moore-building-gorilla-businesses?tab=blocks
https://podcasts.google.com/feed/aHR0cHM6Ly9pbnZlc3RsaWtldGhlYmVzdC5saWJzeW4uY29tL3Jzcw/episode/YWQ2ZDdjYTMtNDczOS00NDdhLTg3ZjMtNTQ3NzgwN2U1NWUz?sa=X&ved=0CAIQuIEEahgKEwiIjbPN2Nf2AhUAAAAAHQAAAAAQ2gI&hl=en-CA
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CIM to date. Management believes that CIM has the largest single aggregation of normalized and aligned data for O&G pipeline 
operations, which enables our machine learning algorithms to extract knowledge from this data and share such learnings across 
all our customers, without sharing any of their confidential data.  

In September 2021, the Company signed a multi-year CIM use agreement with the largest North American O&G pipeline operator 
(and continues to grow through acquisitions) who currently operates over 100,000 miles of pipeline (half of which are estimated 
to be piggable) in aggregate. This client, with its highly committed staff, required 6 months to transition the disparate integrity 
management processes of more than 30 divisions to CIM Core, which attests to the efficiency of our solutions and new onboarding 
tools.  

Our first mover advantage, strong validation of our technology and products and ideal positioning of CIM to act as the 
foundational data-hub for digital transformation collectively create a strong foundation upon which OneSoft can build the market 
leading company envisioned by Management. We anticipate that the client relationships we’ve developed will remain strong for 
years into the future, providing we continue to deliver technologically advanced solutions that assist operators to reduce pipeline 
failures, realize cost savings and unlock trapped value from unused and underutilized data.  

Although the long sales cycles with our Fortune 500/100 clients have been challenging to date, they are now advantageous, since 
they represent a significant barrier to entry for potential competitors. We know of no other CIM-like, competing solution that 
has been commercialized to date. While this does not mean competitive solutions are not in development, we believe any future 
competitors will need to successfully navigate through all the technology and product validation steps that OneSoft has 
encountered during the past six years. We expect our new modules currently under development and new tools to scale on-
boarding of new clients will continue to advance the Company’s market position and increase future recurring revenue 
opportunities. 

Management believes that our solutions align with several disruptive technology trends that enhance future opportunity and 
value creation, including the following:  

• Customers must keep pace with the digital world – real time, on demand and data driven. OneSoft’s “as-a-service” 
technology model drives cost-effective efficiencies for operations. 

• Our machine learning platform captures and leverages data to drive actionable analytics and replaces legacy systems and 
processes. Adoption of new CIM-type technology is no longer optional for customers who want to operate competitively. 

• COVID-19 has changed employment patterns at a fundamental level, which drives more dependence on technologies that 
enhance automation and efficiencies, particularly because CIM functionality enables less experienced workers to perform 
tasks that traditionally required deep expertise and more experienced workers to spend their time performing higher value 
work based on better data analytics. 

• Much of the increasingly specialized services expertise can be automated with CIM technology, rather than hiring additional 
services personnel to do the work manually and billing on a time and materials basis, as has been done historically. 

Market and sales activities are currently underway in the USA, Canada, Australia, and certain countries in Europe and South 
America, which we anticipate will result in CIM sales in future periods. Innovation Lab and business development initiatives are 
also underway, including recruiting CIM resellers, investigating joint venture arrangements with synergistic companies and 
pursuing new potential markets and revenue sources where CIM technology and products can be applied. 

Insiders collectively own approximately one third of the Company’s shares, who continue to operate the Company with the 
objective of increasing all stakeholders’ value over the long term.  We have judiciously used the proceeds from our last financing 
in 2019 to fund business growth, prioritizing increasing our technology lead and competitive moat and engaging new clients. The 
Company’s Fiscal 2022 business and financial plans will continue to pursue these priorities. We believe that maximizing 
reinvestment of cash and resources to grow the business will maximize shareholder value.  

Given the Company’s strong balance sheet with $5.5 million of cash at Fiscal 2021 year end, no debt, budgeted cash burn rate 
and anticipated revenue for Fiscal 2022, Management believes the Company is sufficiently funded to execute its Fiscal 2022 
business plans as currently envisioned without requirement to raise additional capital.  

ENVIRONMENTAL, SOCIAL AND GOVERNANCE (ESG) 

The Company’s Board of Directors and senior executive team recognize the importance of appropriate “tone at the top” and 
consistently foster ethical practices to govern the Company’s business conduct. In 2021, the Company rejected the emergency 
COVID benefits extended by the Canadian and U.S. governments, and while our operating companies technically qualified for 
these corporate welfare benefits in both the U.S. and Canada, we believed it was ethically unjust to accept them in our 
circumstance.  
 
Our Board of Directors adheres to strong corporate governance practices. It has adopted a Board of Directors Mandate, Board 
committee charters, and other policies to ensure it has a progressive corporate governance framework. Information about 
shareholder rights and executive compensation can be found in our most recent publicly filed information circular/proxy 
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statement. Four of five members of OneSoft’s Board of Directors are independent, two have professional corporate director 
certifications in addition to other professional designations and the Company maintains and implements policies on Whistle 
blowing, Code of Conduct and Business Ethics, Disclosure, and Corruption of Foreign Officials. 
 
OneSoft’s products are designed to assist pipeline companies to achieve their objective of zero failures, protect the environment, 
save lives and reduce operating costs. OneSoft extends the same concern for the environment into its daily practices. Since 
reorganizing the Company in 2014 to pursue cloud computing opportunities, employees have worked from home offices, which 
reduces the carbon footprint caused by commuting to and maintaining a common workplace. The Company provides personal 
computers for employees’ use but does not own computer servers that need constant replacement due to technology 
obsolescence, and instead uses Microsoft’s cloud computing platform which is more efficient and requires less energy, power 
and equipment resources. The distributed nature of our workforce results in more reliance on electronic documents and filing 
systems, reducing the need for paper documents which are more environmentally harmful. Using modern communication 
systems such as Microsoft Teams, the Company has reduced business travel, particularly since the pandemic has encouraged the 
use of on-line meetings to replace traditional in-person office meetings. This has resulted in a reduction of expense and pollution 
resulting from airline travel.  
 
OneSoft is mindful of social issues and has workplace policies that foster an informed, egalitarian and productive employee team. 
Our Employee Handbook contains policies on diversity, inclusion and equity, harassment and discrimination, personal conduct 
and cyber security. Employees and contractors are provided fair and competitive rates of pay and employee benefits packages 
and staff are actively encouraged to pursue additional educational opportunities and to fully consume vacations and personal 
days off as allowed by policy, to maintain appropriate work/ life balance. Employee turnover since 2014 has been practically non-
existent, which signals that OneSoft provides a workplace that personnel enjoy contributing to and being a part of. While the co-
founders and early investors of the Company at the OneBridge start-up stage and who currently comprise the senior executive 
team are male, females currently constitute 50% of the operational management and supervisory teams. The Board intends to 
mitigate any lack of diversity within the Company’s management personnel whenever such opportunities arise. The Board and 
Management intend to continue to stress and influence good corporate and community citizenship, by influencing all Company 
personnel and by taking appropriate actions as required.   
 
Energy companies and people world-wide are generally paying more attention to threats caused by climate change and the 
environment. The Company, through commercial deployment of its solutions, effectively contributes to mitigation of these 
threats in two ways. Firstly, the Company’s CIM solution plays what we believe is a significant role in assisting our clients to reduce 
or eliminate pipeline failures. Our first commercial client, Phillips 66, was recently awarded well-earned recognition for achieving 
their objective of zero pipeline failures during 2020, a notable achievement that CIM contributed to. Secondly, the Company will 
continue to play an important role in mitigation of threats to pipeline assets into the foreseeable future, regardless of whether 
pipelines transport oil and gas as they do today, or whether they will be re-purposed to transport hydrogen or other green fuels 
at some point in the future. We believe that despite the advancements being made to develop and implement viable alternative 
energy sources, the world will still need to rely on oil and gas for decades to come, and therefore OneSoft’s contributions to 
protect the environment will continue for the O&G industry and will be adapted to future energy technologies as changes are 
made. 
 
As ESG practices evolve, OneSoft’s leadership team intends to continue educating itself regarding these issues, with intention to 
continually improve its current practices and assume a leadership role for issues that the Company is most suited to influence. 

RESULTS OF OPERATIONS 

SUMMARY OF QUARTERLY RESULTS  

 

($ 000’s , per Share in Dol lars ) Dec 31 Sept 30 Jun 30 Mar 31 Dec 31 Sept 30 June 30 Mar 31

Revenue    1,201    1,233     1,054       954       966        795       619    1,675 

Gross  profi t       880       937        792       708       776        589       436    1,334 

Operating expenses  (net of software 
development costs capitalized )    1,588    1,377     1,363    1,464    1,641     1,371    1,415    1,226 

Comprehens ive (loss ) income  (1,044)     (744)   (1,070)  (1,003)     (944)       (996)  (1,350)         11 

Bas ic and di luted loss  per share:    (0.01)    (0.01)     (0.01)    (0.01)    (0.01)      (0.01)    (0.01)          -   

FY 2020FY 2021

 

https://www.api.org/news-policy-and-issues/news/2021/04/20/distinguished-pipeline-safety-awards#:%7E:text=Phillips%2066%20is%20recognized%20for%20the%20Distinguished%20Pipeline,outstanding%20year%20in%20employee%20safety%20and%20operational%20excellence.
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Year ended December 31, 2021, compared to year ended December 31, 2020 

Revenue and Gross Profit 

December 31,
2021

December 31,
2020

$ $ $ %

Annual  recurring revenue (ARR) (1) 4,072,522             3,872,678         199,844       5.2           
Other revenue (1) 369,430                183,399            186,031       101.4       
Total Revenue 4,441,952             4,056,077         385,875       9.5           
Direct costs
  Cloud platform hosting fees 353,592                387,445            (33,853)        (8.7)          
  Royal ty expense 373,901                189,543            184,358       97.3         
  Cl ient support labor costs 397,304                344,474            52,830         15.3         
Total Direct costs 1,124,797             921,462            203,335       22.1         
Gross profit 3,317,155             3,134,615         182,540       5.8           
Gross  margin 74.7% 77.3% (2.6%)           (3.4)          

Change

Year ended:

 
(1) Revenues categorized as per Fiscal 2021 Revenue Components table, page 5 

The Company gained seven new customers in the current year generating new revenue of $1,503,709 in the year and revenue 
from other customers contracted prior to 2021 increased by $354,771 in 2021. Revenue from other clients declined by $1,218,286 
of which the majority of this was due to one client loading a large number of logs in 2020 during their initial implementation and 
then reducing their activity to a more repeatable level in 2021. Revenue growth in 2021 was hampered by the U.S. to Canadian 
dollar exchange rate which decreased from 1.3380 to 1.2540 effectively reducing Canadian dollar revenue by $254,319 from what 
it would have been had the exchange rate remained constant year over year.  

The Company’s focus on increasing the efficiency of its Azure servers resulted in cloud hosting costs reducing by $33,853 despite 
the increase in revenue. The mix of products used by customers changed in 2021 causing royalty expense paid to a third party 
whose software is embedded in CIM to increase by $184,358 and staff costs providing client CIM implementation services and 
assistance to new clients increased by $52,830. 

Gross profit increased $182,540 primarily due to the increase in revenue. Management’s objective is to increase the gross margin 
into the 80% range in future periods through better recovery of staff labor costs and selective price increases as client contracts 
renew in 2022.  

Operating expenses: 

December 31, 
2021

December 31, 
2020

$ $ $ %
Salaries  and employee benefi ts 4,550,205             4,436,348             113,857     2.6
Genera l  and adminis tration 796,539                705,747                90,792       12.9
Sa les  and marketing 734,670                562,727                171,943     30.6

6,081,414             5,704,822             376,592     6.6     
Software development costs  capi ta l i zed (289,318)               (50,887)                (238,431)    468.5 
Operating expenses , net of costs  capi ta l i zed 5,792,096             5,653,935             138,161     2.4     

Change

Year ended:

 

Salaries and employee benefits increased by $113,857. New staff hires caused compensation expense to increase by $496,202 
over this period last year, partially offset by the Company having recruited new personnel using internal resources rather than 
external agencies, which resulted in cost reduction of $109,724 and contracted software developer costs reducing by $67,870. 
The allocation of staff salaries to direct costs for CIM implementation and to marketing expense for Production Trials increased 
by $216,522 over the same period last year which further reduced this group of expenses.  

General and administrative expenses increased $90,792. Legal fees arising from a legal action where the Company is plaintiff 
increased expenses. Annual costs paid to the Company’s transfer agent and provincial securities listing fees increased.  The costs 
of Microsoft Azure used for internal software development have been reduced through more effective controls.  

Sales and marketing expenses increased $171,943 in the current period. The Company conducted more Production Trials in the 
current period which generated an increase in associated Azure and personnel costs by $181,923. Incentives paid to staff for 
Production Trials and commissions from closed sales increased expense by $69,687 and fees paid to third party marketing 
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companies engaged in 2021 for webinar assistance and sales lead generation also increased. Expense reductions occurred due to 
the cancellation of several trade shows and reduced travel costs due to the COVID-19 pandemic.  

Software development costs of $289,318 were capitalized in 2021. The Company integrated Probability of Exceedance software 
(purchased in Q1 2021) and is also integrating C-FER computational models into CIM Risk Management, pursuant to the 
collaborative project announced April 2021. Also included in this capitalization was new functionality development associated 
with the measurement and response of pipeline internal and external corrosion, caused by products passing through the pipeline 
and external atmospheric oxidation of external pipeline surfaces, respectively.  

Other expense (income) 

December 31, 
2021

December 31, 
2020

$ $ $ %
Stock based compensation 959,792            589,241            370,551       62.9    
Amortization of intangible assets 443,929            402,075            41,854         10.4    
Depreciation of property and equipment 12,207              13,594              (1,387)         (10.2)   
Foreign exchange loss 21,902              26,872              (4,970)         (18.5)   
Interest income (23,852)             (114,655)           90,803         (79.2)   

SRED(1) cla im, net of profess ional  fees -                        (180,365)           180,365       100.0  
1,413,978         736,762            677,216       91.9    

(1) Scientific Research and Experimental Development

Change

Year ended:

 

Stock compensation expense increased due to the granting of 4,150,000 new stock options in 2021 with a weighted average price 
of $0.61, with vesting ranging from immediate to three years. 

Changes in the U.S. to Canadian dollar exchange rate created the foreign exchange loss in 2021 on the net U.S. dollar assets the 
Company holds.  

Interest income declined as the Company had less cash to invest in interest bearing accounts.  

In 2020, the Company processed a claim in respect of expenses incurred in 2019 that qualified as scientific research and 
development (“SR&ED”) expenditures under incentive programs established by Canadian federal and provincial governments to 
encourage these activities. The claim to the federal government generated $234,999 in federal income tax credits which can be 
applied to reduce federal income taxes payable and the claim to the provincial government generated cash of $180,365 (net of 
professional fees). The Company processed a similar claim in 2021 in respect of expenses incurred in 2020 and earned $350,818 
in federal investment tax credits and $nil provincial tax credits as the province had terminated its program for 2021. There are 
no future obligations associated with these claims. 

Net loss 

Summarized Statement of Net Loss 

December 31, 
2021

December 
31, 2020

$ $ $ %
Revenue 4,441,952       4,056,077    385,875        9.5        

Gross  profi t 3,317,155       3,134,615    182,540        5.8        

Operating expenses  (net of cost capi ta l i zation) 5,792,096       5,653,935    138,161        2.4        
Other expense (income) 1,413,978       736,762       677,216        91.9      
Net loss (3,888,919)      (3,256,082)   (632,837)       19.4      

Change

Year ended:

 

Management believes the continued investment of resources for product development and operational growth will be beneficial 
to increasing revenue, gross profit, cash flow and overall business value in future periods. 

https://www.sedar.com/GetFile.do?lang=EN&docClass=8&issuerNo=00008172&issuerType=03&projectNo=03209784&docId=4941883
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Quarter ended December 31, 2021, compared to Quarter ended December 31, 2020 
 

Revenue and Gross Profit 

December 31,
2021

December 31,
2020

$ $ $ %
Annual  recurring revenue (ARR) 1,053,393        917,877            135,516    14.8   
Other revenue 148,078           48,245              99,833      206.9 
Total Revenue 1,201,471        966,122            235,349    24.4   
Direct costs
  Cloud platform hosting costs 109,701           83,415              26,286      31.5   
  Royal ty expense 107,107           43,017              64,090      149.0 
  Cl ient support labor costs 104,240           64,118              40,122      62.6   
Total Direct costs 321,048           190,550            130,498    68.5   
Gross profit 880,423           775,572            104,851    13.5   
Gross  margin 73.3% 80.3% -7.0% (8.7)    

Change

Quarter ended:

 

Revenue for the quarter increased by $235,349 or 24.4% from Q4 2020 revenue. Revenue in Q4 2021 from new customers signed 
in 2021 was $546,282 while revenue from other customers reduced by $279,273. Had the U.S. dollar revenue been translated at 
the Q4 2020 average rate of 1.30 instead of the Q4 2021 average rate of 1.26, revenue for Q4 2021 would have been higher by 
approximately $31,660.  

Gross profit increased by $188,930 due to the increase in revenue and declined $84,079 due to higher direct costs for a net gross 
profit increase of $104,851. Royalty expense and staff labour costs as a percentage of sales increased due to provision of 
assistance for several new customer implementations and continuing product support.  

Operating expenses: 

December 31,
2021

December 31,
2020

$ $ $ %
Salaries  and employee benefi ts 1,301,676                1,331,982       (30,306)      (2.3)
Genera l  and adminis tration 205,563                   143,349          62,214       43.4
Sa les  and marketing 239,197                   165,641          73,556       44.4

1,746,436                1,640,972       105,464     6.4         
Software development costs  capi ta l i zed (157,517)                  -                      (157,517)    (100.0)
Operating expenses , net of costs  capi ta l i zed 1,588,919                1,640,972       (52,053)      (3.2)        

Change

Quarter ended:

 

Salaries and employee benefits expense decreased because a higher portion of these costs were allocated to direct costs to reflect 
support for CIM implementations and ongoing assistance to customers and to marketing expense to conduct CIM production 
trials.  

General and administrative expenses increased $62,214 in Q4 2021. Professional fees were incurred to process an SR&ED claim, 
legal fees increased on an action wherein the Company is plaintiff, and Azure fees increased due to increased computing needs 
for technology and product development initiatives. 

Sales and marketing expenses increased $73,556 this quarter. Expenses related to conducting production trials with prospective 
customers increased as did incentives arising from the increased revenue this year. Two items did not have similar expense last 
year which increased expenses on a comparative basis – the Company attended a trade show this year but not last, and costs 
were incurred as part of the Company’s process to obtain SOC 2 certification.   

Software development costs involving integration of the C-FER risk models into CIM and development of new functionality for 
internal and external pipeline corrosion management were capitalized.  
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Other expense (income): 

December 31,
2021

December 31,
2020

$ $ $ %
Stock based compensation 219,474          98,440            121,034    123.0   
Amortization of intangible assets 114,793          102,419          12,374      12.1     
Depreciation of property and equipment 3,537              3,188              349           10.9     
Foreign exchange loss 17,745            67,041            (49,296)     (73.5)    
SRED cla ims , net of related expenses -                      (180,365)        180,365    (100.0)  
Interest income (5,028)             (16,894)          11,866      70.24   

350,521          73,829            276,692    374.8   

Change

Quarter ended:

 

In 2021, the Company granted 4,150,000 stock options with a weighted average strike price of $0.61 to its employees, directors 
and officers with vesting periods ranging from immediate to three years. The new grants increased stock compensation expense 
by $121,034 in the quarter.  

The closing U.S. dollar foreign exchange rate declined in Q4 2021 and in Q4 2020. The decrease in the foreign exchange rate 
translating the value of the Company’s net U.S. assets created the foreign exchange losses. 

Summarized statement of net loss 

December 31, 
2021

December 
31, 2020

$ $ $ %
Revenue 1,201,471       966,122       235,349        24.4      

Gross  profi t 880,423          775,572       104,851        13.5      

Operating expenses  (net of cost capi ta l i zation) 1,588,919       1,640,971    (52,052)         (3.2)       
Other expense (income) 350,521          73,830         276,691        374.8    
Net loss (1,059,017)      (939,229)      (119,788)       12.8      

Change

Quarter ended:

 

FINANCIAL CONDITION & LIQUIDITY  

December 31,
2021

December 31,
2020

$ $ $ %
Net loss      (3,888,919)      (3,256,082) (632,837)    19.4     
Items  not involving cash       1,415,928       1,004,910 411,018      40.9     
Net loss  adjusted for non-cash i tems      (2,472,991)      (2,251,172) (221,819)    9.9       
Changes  in operating assets  and l iabi l i ties 655,620         (1,312,412)    1,968,032   (150.0) 
Cash flow used in operating activi ties (1,817,371)    (3,563,584)    1,746,213   (49.0)   
Cash flow provided by financing activi ties 507,433         346,650         160,783      46.4     
Cash flow used in investing activi ties (435,695)       (68,156)         (367,539)    539.3   
Effect of foreign exchange rate fluctuation
   on OneSoft U.S. operations 31,861           (3,708)           35,569        (959.3) 
Net change in cash (1,713,772)    (3,288,798)    1,575,026   (47.9)   
Cash, beginning of year 7,223,241      10,512,039    (3,288,798) (31.3)   
Cash, end of year 5,509,469      7,223,241      (1,713,772) (23.7)   

Change

Year ended:

 

After adjustment for non-cash items, the Company’s net loss was $2,472,991 in the year ended December 31, 2021, an increase 
of $221,819 from $2,251,172 last year. Non-cash expenses comprise 36.4% of the Company’s net loss this year with the largest 
item being stock compensation expense of $959,792. 

Operating assets and liabilities, including non-current deferred revenue, generated $655,620 cash in Fiscal 2021, an increase of 
$1,968,032 from the cash used for these accounts of $1,312,412 last year. In Fiscal 2021, deferred revenue increased by 
$4,037,725 in respect of prepayments for new CIM contracts in Fiscal 2021 versus $1,849,192 in Fiscal 2020. Also in Fiscal 2021, 
deferred revenue was reduced by $3,283,603 due to this amount being recognized in revenue this year and $3,032,0901 last 
year. Prepayments of new CIM contracts continue to be advantageous in managing Company cash flow. The exercise of stock 
options generated $507,433 in Fiscal 2021, $160,783 more than last year.  
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The Company invested a total of $422,289 for new product development in Fiscal 2021, including $170,421  to acquire Probability 
of Exceedance risk management software; capitalizing $251,868 of costs to integrate POE and C-FER risk modules into CIM; and 
development costs for new functionality associated with internal and external pipeline corrosion management.  

In Fiscal 2021, the Company consumed cash of $1,713,772, a 47.9% percent reduction from $3,288,798 of cash consumed in 
Fiscal 2020. The Company remains very active with sales prospects which Management believes may result in new contracts with 
customers and additional cash generation. Management believes that the Company is adequately funded to execute planned 
operations for Fiscal 2022 and to pursue growth initiatives to increase value for all stakeholders.  

Total Assets 
Total assets of the Company on December 31, 2021 were $6,901,285, a decrease of $1,545,104 from assets of $8,446,389 as at 
December 31, 2020. Cash balances decreased $1,713,772 as cash was consumed financing the Company’s activities. The carrying 
value of the Company’s intangible assets increased by $422,289 due to components of CIM Risk Management and CIM Corrosion 
Management software being acquired or internally developed and decreased $443,929 due to amortization. Equipment increased 
by $13,406 due to computer purchases and decreased due to depreciation of $12,207.  

Total Liabilities 
Total liabilities increased to $2,022,093 from $1,252,505 as at December 31, 2020. Current and non-current deferred revenue 
increased by a net amount of $770,127, comprised of $4,037,725 of new prepaid CIM contracts by clients (of which most is 
expected to be earned within one year and a small portion over two years) and decreased by $3,283,603 realized as earned 
revenue and increased by $16,005 for foreign exchange changes.  

Commitment 

The Company is committed to pay minimum royalties totaling US$2.25 million through December 20, 2027, on the revenue 
earned from certain third-party intellectual property embedded into components of the Company’s CIM 3.0 solution. To 
December 31, 2021, royalties of U.S. $582,450 have been expensed and U.S. $497,465 has been paid.  

Related party transactions 

The Company’s related parties are its Board of Directors and its key management personnel who are the Chief Executive Officer, 
Chief Financial Officer, Secretary and Presidents.  

Key management and Board remuneration consisted of the following:   

Year Ended
December 31,      

2021

Year Ended
December 31,      

2020

$ $
Salaries , benefi ts , management fees  and di rectors ' fees 1,087,789                1,097,833              
Stock based compensation 333,252                   275,528                 
Tota l 1,421,041                1,373,361              

 

Stock based compensation is the amount of expense recognized in the consolidated Statements of Comprehensive Loss relating 
to the identified key management personnel and directors. Included in accounts payable and accrued liabilities is $179,179 
(December 31, 2020 – $157,987) due to these related parties.  

SHARE DATA 

As at March 29, 2022, the Company had outstanding: 

- 118,480,814 common shares,  
- 10,291,868 stock options with an average strike price of $0.55 and an average remaining life of 2.7 years. Of these, 

6,153,340 are exercisable at an average strike price of $0.52. The number of options available under the Stock Option 
Plan for granting purposes was 1,556,213.  

Directors, officers, and employees exercised 2,743,334 stock options in Fiscal 2021 with an average strike price of $0.18 to acquire 
the same number of common shares, generating cash proceeds of $507,433. The Company granted 4,150,000 stock options in 
Fiscal 2020, with 5-year terms, an average strike price of $0.61 and vesting periods that vary from immediate to 3 years. 500,000 
stock options were cancelled or forfeited in the same period.  

https://www.onesoft.ca/post/onesoft-acquires-machine-learning-ip-to-advance-integrity-compliance-functionality?utm_source=Dwayne%27s+List&utm_campaign=17f565518e-EMAIL_CAMPAIGN_2018_05_14_COPY_01&utm_medium=email&utm_term=0_7d02bf9398-17f565518e-78459537
https://www.onesoft.ca/post/onesoft-acquires-machine-learning-ip-to-advance-integrity-compliance-functionality?utm_source=Dwayne%27s+List&utm_campaign=17f565518e-EMAIL_CAMPAIGN_2018_05_14_COPY_01&utm_medium=email&utm_term=0_7d02bf9398-17f565518e-78459537
https://sedar.com/GetFile.do?lang=EN&docClass=8&issuerNo=00008172&issuerType=03&projectNo=03209784&docId=4941883
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RISKS AND UNCERTAINTIES 

COVID-19 World Pandemic 

The ongoing COVID-19 global pandemic, and actions taken by governmental authorities in response thereto has resulted in: 
increased volatility in financial and commodity markets; an overall slowdown in the global economy; disruptions to global supply 
chains; reductions in trade volumes; temporary operational restrictions and restrictions on gatherings of individuals, business 
closures and travel bans and increased political and economic instability. The global pandemic has caused interruptions in and to 
the Company’s customers. Volatility in energy prices can impact the demand for petroleum products and related transportation 
services and expose our customers to risk of a decline in transportation revenue. The full extent and impact of the COVID-19 
pandemic is unknown at this time and the degree to which it may impact our business operations and financial results will depend 
on future developments, which are highly uncertain and cannot be predicted with any degree of confidence, including: the 
duration, severity and geographic spread of the COVID-19 virus; further actions that may be taken by governmental authorities 
including in respect of travel restrictions and business disruptions; the effectiveness of actions taken to contain and treat the 
virus; and how quickly and to what extent normal economic and operating conditions can resume. While to date there has been 
no material impact on the Company’s operations with its existing customers or on our software development and other 
operations as all employees were working from home offices prior to the pandemic, the Company has been slowed in signing 
prospective customers to commercial contracts as marketing and sales efforts have been impacted by the effect of the pandemic. 
The Company continues to assess the situation for adverse effects on its financial position (including possible impairment of the 
values ascribed to its intangible assets and goodwill), results of operations and cash flows.  

The Company’s products are new and different from current industry solutions and may not gain enough acceptance 

Machine learning, predictive analytics and other data science applications are relatively new technologies which the Company 
believes can be used to improve the safety and / or operation of oil and gas pipelines. While the Company believes that such 
applications may potentially render very favourable results, there can be no assurance that such applications will be successful, 
or that the Company’s potential customers will adopt these new technologies, products and/or practices. Failure of potential 
customers to adopt these new technologies and products could materially reduce the Company’s potential revenue. 

Demand for the Company’s products is unknown as potential customers may choose to continue to use legacy solutions or 
alternative technology/solutions. Pipeline operators may currently be using technologies, processes and procedures which they 
may consider to be adequate to address the guidelines and regulations that govern the safe operation of oil and gas pipelines. 
While the Company believes the value proposition of its new cloud technology and products is compelling, there can be no 
assurance that potential customers will adopt the Company’s products or be willing to change their current practices. Accordingly, 
the addressable market as estimated by the Company may not be captured as anticipated.   

The introduction of new products or new technologies could render the Company’s products and/or the Company’s future 
products that are currently being planned or developed obsolete. The computer software industry, particularly regarding new 
machine learning, cloud and data science technologies, is undergoing rapid and constant change, and new technologies, 
equipment and processes are being introduced to the pipeline industry on a regular basis. The Company believes it must bring its 
products to market on a rapid timeline to ensure its software applications are not rendered obsolete or inferior by potentially 
more efficient and effective competitive products, or otherwise lose market opportunity because of superior products which may 
be developed and marketed by competing vendors. Such events could materially reduce or eliminate the market for the 
Company’s products.   

The Company’s pricing model is different from current industry practices and may not be accepted by the industry 

There is no guarantee that the Company will be able to sell its products and services at the prices anticipated by the Company. 
There can be no assurance that our pricing models will be acceptable to and be embraced by our prospective customers. While 
the Company currently believes its fees and pricing structures are reasonable with respect to revenue assumptions, there can be 
no assurance that the Company’s current pricing model will not need to be altered in the future, and that such potential changes 
may materially alter the Company’s current estimate of the revenue it can earn from its addressable market. Additionally, new 
competitors could enter and compete in the Company’s intended marketplace. Any or all these factors could materially alter the 
Company’s current estimate of its total addressable market and the revenue it can generate from it.  

Future planned functionality enhancements may not be feasibly marketable 

Planned future enhancements to the Company’s products may not be sufficiently compelling to potential customers, which could 
prevent the Company from attaining its planned future pricing structure and materially alter the Company’s current estimate of 
its addressable market and related potential revenue.  

The Company has disclosed its intention to develop its products and continue to improve CIM functionality and it is the Company’s 
belief that customers will be willing to pay higher prices for this additional functionality. There can be no assurance that 
prospective customers will find such future functionality to be sufficiently compelling to warrant the higher pricing.  Additionally, 
the Company may ultimately determine that it may be uneconomic to pursue subsequent development if the current version of 
the product is not purchased in enough numbers by customers. Any of these factors may cause the Company to not pursue the 
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development and sales of its planned products, or not to continue to provide their availability, which could materially reduce the 
Company’s current estimate of and generation of revenue.  

The Company’s reliance on the Microsoft cloud platform and services  

Management believes that the Company currently has a degree of competitive advantage because it was an early adopter of 
Microsoft’s cloud platform and services commencing in 2011, and it was a participant in Microsoft Venture’s first Accelerator 
program for Machine Learning and Data Science involving big data in 2016.  Microsoft is working collaboratively with the Company 
to assist with the introduction, marketing and sale of our products to selected enterprise level customers within the USA and 
other parts of the world. There can be no assurance that other software vendors will not develop competing products to the 
companies that are also based on Microsoft’s cloud platform and services, and/or on competing cloud technology platforms.  
Risks associated with the Company’s reliance upon Microsoft include Microsoft increasing its rates for its cloud platform and 
services that power the Company’s products, which might render the Company’s products uncompetitive because of high cost; 
and the possibility that Microsoft may elect to work with other software vendors so they can compete with the Company.  
Potential changes to Microsoft’s current cloud platform and services pricing model could materially alter the Company’s current 
estimate of and generation of future revenue. 

Personnel and Key Employee risks  

The Company is reliant on its ability to retain current personnel and attract future employees who have specialized knowledge 
and expertise pertaining to technology development, data sciences, sales, marketing and servicing of products for oil and gas 
pipeline customers. There can be no assurance that the Company will be able to replace current employees or hire new 
employees in the future who have the specialized knowledge that is required to advance our business. The Company’s potential 
inability to replace current skillsets and expertise and/or expand our teams to accommodate growth in a timely manner could 
materially alter the Company’s current estimate of market size and generation of revenue therefrom. 

The Company has entered into employment agreements with its officers and other key employees. OneSoft’s operational success 
depends strongly on the abilities and experience of its executive officers and key employees. Competition for highly skilled 
management, technical, research and development, and other key employees is significant in the software industry, and the loss 
of key employees could disrupt operations and impair the Company’s ability to compete effectively. As part of our software 
offerings, we provide services that require highly specialized knowledge of the Microsoft Cloud, software training, end-user 
support, and the determination of best practices. There can be no assurance that the Company will retain its key personnel, or in 
the event of a key person leaving the Company, that a suitable replacement will be found in a timely manner.  

Our business could be harmed if we fail to manage our growth effectively 

Our growth will place a significant strain on our managerial, administrative, operational, financial and other resources. We intend 
to further expand our overall business, including headcount, with no assurance that our revenues will continue to grow. As we 
grow, we will be required to continue to improve our operational and financial controls and reporting procedures and we may 
not be able to do so effectively. As such, we may be unable to manage our expenses effectively in the future, which may negatively 
impact our gross profit or operating expenses. We are also subject to the risks of over-hiring and/or overcompensating our 
employees and over-expanding our operating infrastructure. 

Risks regarding a patent of the Company’s intellectual property and dependence on Intellectual Property Rights 
The Company to date has not patented its software. The Company’s success and ability to compete may be enhanced by effective 
copyright, trade secret, and trademark law to protect its technology and the technology licensed to it by third parties; however, 
the Company may or may not be successful in being granted a patent or patents should it apply for them, and effective trademark 
protection may not be available for the Company’s intellectual property, trademarks or the trademarks licensed by it. The lack of 
a patent may make the Company’s products vulnerable to being copied or infringed upon by a competitor and may negatively 
impact the ability of the Company to compete effectively in its addressable markets.  If the Company is successfully awarded a 
patent or patents, it will be necessary to reveal certain details regarding the Company’s technology and intellectual property 
secrets, which could introduce additional risks associated with competitors who may not respect patent protection rights or may 
otherwise not be bound by patent protection rights because of the geographic location they operate from. Any or all these factors 
could materially alter the Company’s current estimate of its market and its generation of revenue therefrom and there can be no 
assurance that misappropriation of our technology, trade dress or agreements entered for that purpose will be enforceable.  

Investment in our current research and development efforts may not provide a sufficient, timely return  

The development of new software products and strategies is a costly, complex and time-consuming process, and the investment 
in software product development often involves a prolonged time until a return is achieved on such an investment. We have 
made, and will continue to make, significant investments in software development and related product opportunities. 
Investments in new products are inherently speculative and risky. Commercial success depends on many factors including the 
degree of innovation of the products developed, sufficient support from our strategic partners, and effective distribution and 
marketing. Accelerated product introductions and short product life cycles require high levels of expenditures for new 
development. These expenditures may adversely affect our operating results if they do not generate revenue increases. We 
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believe that we must continue to dedicate significant resources to our development efforts to maintain our competitive position; 
however, significant revenue from new product and service investments may not be achieved for a prolonged period, if at all. 

Current and future competitors could have a significant impact on our ability to generate future revenue and profits  

The markets for our products are intensely competitive and are subject to rapid technological change and other pressures created 
by changes within our industry. We expect competition to increase and intensify in the future as additional companies enter our 
markets, including competitors who may offer similar solutions but provide them through different means. We may not be able 
to compete effectively with current competitors and potential entrants into our marketplace. We could experience diminished 
market share if our current or prospective competitors introduce new competitive products; add new functionality to existing 
products, acquire competitive products, reduce prices, or form strategic alliances with other companies. If competitors were to 
engage in aggressive pricing policies with respect to their products, or if the dynamics in our marketplace resulted in increasing 
bargaining power by the consumers of our products and services, we might need to lower the prices we charge for the products 
we offer. This could result in lower revenues or reduced margins, either of which may materially and adversely affect our business 
and operating results. 

We may become involved in legal matters that may materially adversely affect our business  

From time to time in the ordinary course of our business, we may become involved in various legal proceedings, including 
commercial, product liability, employment, class action and other litigation and claims, as well as governmental and other 
regulatory investigations and proceedings. Such matters can be time-consuming, divert management’s attention and resources 
and cause us to incur significant expenses. Furthermore, because litigation is inherently unpredictable, and can be very expensive, 
the results of any such actions may have a material adverse effect on our business, operations or financial condition.  

Cybersecurity risks may not be fully mitigated 

The Company stores all its information, software applications, customer data and internal financial system on remote servers in 
the Microsoft Azure Cloud Platform. The Company provides customers access to the software applications housed on those 
remote servers using online ID and password systems. All computers are protected by antivirus software, multi-factor 
authentication, the use of personal IDs and passwords and other means to prevent unauthorized access. The Azure platform is 
continually tested by Microsoft, and it is always in compliance with the very latest and highest level of computer industry security 
certifications and Microsoft provides guidance to its customers to allow them to adopt these same protections and comply with 
very high cyber security standards. The Company places a high reliance on those certifications to protect the data it stores on 
those servers.   

In Fiscal 2021, the Company commenced an initiative to become compliant with SOC 2 Type 2 data confidentiality and protection 
standards. An external auditor has been engaged to provide preliminary comment on the Company key controls and to perform 
an audit of the Company’s compliance with the framework in December 2022. This initiative was undertaken to further 
strengthen the Company‘s protection of customer data. 

Despite those protections, the Company acknowledges it may be susceptible to a cybersecurity attack by determined activists 
which could potentially lead to the loss of sensitive data and the loss of customers and the related revenue they pay to the 
Company, and / or cause the Company to suffer remediation costs which could be very expensive or perhaps fatal to the 
Company. There can be no assurance that Company security policies would be effective to ward off all threats to its cybersecurity 
protections.  

If our software contains serious errors or defects, we may lose revenue and market acceptance  

Software such as ours may contain errors, defects, security vulnerabilities or software bugs that are difficult to detect and correct, 
particularly when first introduced or when new versions or enhancements are released. Despite internal testing, our platform 
may contain serious errors or defects, security vulnerabilities or software bugs that we may be unable to successfully correct in 
a timely manner or at all, which could result in lost revenue, significant expenditures of capital, a delay or loss in market 
acceptance and damage to our reputation and brand, any of which could have an adverse effect on our business, financial 
condition and results of operations.  
Since our customers use our services for processes that are important to their businesses, errors, defects, security vulnerabilities, 
service interruptions or software bugs in our platform could result in losses to our customers. Our customers may seek significant 
compensation from us for any losses they suffer or cease conducting business with us altogether. Further, a customer could share 
information about bad experiences on social media, which could result in damage to our reputation and loss of future sales. There 
can be no assurance that provisions typically included in our agreements with our customers that attempt to limit our exposure 
to claims would be enforceable or adequate or would otherwise protect us from liabilities or damages with respect to any 
particular claim. Even if not successful, a claim brought against us by any of our customers would likely be time-consuming and 
costly to defend and despite insurance policies we carry to protect against such damaging costs, could seriously damage our 
reputation and brand, making it harder for us to sell our solutions.  
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FINANCIAL INSTRUMENTS 

Financial instruments 

Categories of financial instruments 

The carrying amounts presented in the statements of financial position relate to the following categories of assets and liabilities:  
 

  December 31, 
2021 

December 31, 
2020 

Financial assets    $ $ 
   Cash and cash equivalents  5,509,469 7,223,241 
  Trade and other receivables  215,791 195,259 
  5,725,260 7,418,500 
Financial Liabilities     
   Accounts payable and accrued liabilities  838,420 838,959 

Measurement of fair value 

Due to their short-term nature, and liquidity of the Company’s financial instruments, fair value approximates their carrying value. 

Financial instrument risks 

Risk management objectives and policies 

The Company is exposed to various risks in relation to financial instruments. The main types of risks are foreign currency risk, 
interest rate risk, credit risk and liquidity risk. The Company’s risk management is coordinated at its headquarter, in close 
cooperation with the Board of Directors, and focuses on actively securing the Company’s short to medium-term cash flows by 
minimizing the exposure to financial markets. Long-term financial investments are managed to generate lasting returns.  

The Company does not actively engage in the trading of financial assets for speculative purposes. The Company is exposed to 
market risk through its use of financial instruments and specifically to currency risk, interest rate risk and certain other price risks, 
which result from both its operating and investing activities. 

Foreign currency sensitivity 

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates. The 
Company operates on an international basis and is subject to foreign exchange risk exposures arising from transactions 
denominated in foreign currencies. The Company’s objective with respect to foreign exchange rate risk is to minimize the impact 
of the volatility related to financial assets and liabilities denominated in a foreign currency through effective cash flow 
management. Most of the Company’s revenue, and a large portion of its expenses, are transacted in U.S. dollars.  

The Company has a natural hedge to foreign exchange risk as much of its revenue and a large portion of its expenses are being 
transacted in foreign currency and the uncertainty of timing between collections and disbursements is managed by its ability to 
maintain cash balances in the currency and country of the Company’s choice.  

The Company had the following monetary assets and liabilities denominated in U.S. dollars included in its financial statements.  
December 31,

2021
December 31,

2020
$ (USD) $ (USD)

Cash and cash equiva lents 2,326,399            1,537,186            
Trade and other receivables 128,750               17,603                 
Accounts  payable and accrued l iabi l i ties (337,653)             (251,790)             
Tota l  exposure 2,117,496            1,302,999             

 

The following illustrates the sensitivity of profit and equity regarding the Company’s financial assets and financial liabilities and 
the USD/CDN and AUD-/- CDN exchange rates.  

It assumes a +/-10% change of the $/USD and $/AUD exchange rate for the year ended December 31, 2021 (year ended December 
31, 2020 +/-10%). This percentage was determined based on the average market volatility in the exchange rate in each reporting 
period. The sensitivity analysis is based on the Company’s foreign currency financial instruments held at each reporting date.  

Strengthening or weakening of the Canadian dollar against the USD by 10% (December 31, 2020 - 10%) would have had the 
following applicable positive or negative impact on net (loss) income: 
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Profit Equity
$ $

December 31, 2021 70,217                 70,217            
December 31, 2020 29,171                 29,171             

Exposures to foreign exchange rates vary during the year depending on the volume of international transactions. The analysis 
above is representative of the Company’s exposure to currency risk. 

Interest rate sensitivity 

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest rates. The 
Company’s objective in managing interest rate risk is to monitor expected volatility in interest rates while also minimizing the 
Company’s financing expense levels. Interest rate risk arises from fluctuations in interest rates and the related impact on the 
return earned on cash and cash equivalents. On an ongoing basis, management monitors changes in short term interest rates 
and considers longer term forecasts to assess the potential cash flow impact to the Company. The Company holds financial 
instruments which exposes it to interest rate risk. No financial instruments are held to mitigate that risk.  

The following table illustrates the sensitivity of profit and equity to a reasonably possible change in interest rates of +/- 1% 
(December 31, 2020: +/- 1%). These changes are reasonably possible based on observation of current market conditions. The 
calculations are based on a change in the average market interest rate for each period, and the financial instruments held at each 
reporting date that are sensitive to changes in interest rates. All other variables are held constant. As of December 31, 2021, 
approximately 92.7% (December 31, 2020 – 92.8%) of the Company’s cash balances were held in interest bearing bank balances 
and fixed interest rate GICs. 

Profit Equity
$ $

December 31, 2021 37,302                 37,302            
December 31, 2020 49,157                 49,157             

Credit risk analysis 

Credit risk is the risk that a counterpart fails to discharge an obligation to the Company. The Company’s maximum exposure to 
credit risk is limited to the carrying amount of financial assets recognized at the reporting date, as summarized below: 

December 31, 
2021

December 31,
2020

$ $
Classes  of financia l  assets  - carrying amounts :

Cash and cash equiva lents 5,509,469            7,223,241            
Trade and other receivables 215,791               195,259               
Carrying amount 5,725,260            7,418,500            

 

The Company continuously monitors defaults of customers and other counterparties, identified either individually or by group, 
and incorporates this information into its credit risk controls. The Company mitigates its credit risk by providing customers 
incentives to pay in advance or invoicing with short credit terms and actively collecting its accounts receivable. The Company is 
exposed to credit risk through its cash. The Company manages the credit risk associated with its cash by holding its funds with 
reputable financial institutions. Company policy forbids investment of cash and cash equivalents into any financial instrument 
where the principal may be at risk.  

Customer accounts are closely monitored for the amount and age of balances outstanding. Due to its credit practices, the 
Company has recorded nominal bad debt expense over the last several years. The Company’s customers primarily consist of very 
large pipeline operating companies that are of very good credit quality.  

The Company’s management considers its financial assets to be of very good credit quality and records an estimate of credit loss 
for any portion considered impaired.    

All accounts receivable were current or aged 30 days or less as at December 31, 2021, and December 31, 2020 and the balance 
of the allowance for doubtful accounts as at both periods was $nil.  

The Company reviews its trade receivables accounts regularly and an estimate of credit loss is recorded to reduce the accounts 
receivable to their expected realizable value when the account is determined not to be fully collectable. It is management’s view 
that amounts outstanding from customers have no risk of not being collected.  
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Liquidity risk analysis 

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with financial liabilities. The 
Company manages this risk by regularly evaluating its liquid resources to fund its current and long-term obligations in a cost-
effective manner.  

The Company’s exposure to liquidity risk is mitigated through its continued ability to sell subscriptions to use its software and 
services and the prompt collection of accounts receivable. The Company controls its liquidity risk by managing its cash and cash 
flows.  

The Company’s financial liabilities are short-term in nature and payment is due within one year. Financial liabilities outstanding 
were December 31, 2021 - $838,420 (December 31, 2020 - $838,959). 

The Company considers cash flows from financial assets of $5,725,260 (December 31, 2020 - $7,418,500) in assessing and 
managing liquidity risk. The Company’s existing cash resources and trade receivables exceed its current cash outflow 
requirements. Cash flows from trade and other receivables are contractually due within two months. 

CRITICAL ACCOUNTING JUDGEMENTS AND ESTIMATES 
When preparing the consolidated financial statements, management makes estimates and assumptions about the measurement 
of assets, liabilities, income, and expenses. Actual results could differ from the estimates and assumptions made by management 
and the differences between estimates and actual results may be material.  
Revenue and deferred revenue 
Revenue is recognized when the revenue recognition criteria expressed in its accounting policy for Revenue Recognition have 
been met. Judgment may be required when allocating revenue or discounts on sales amongst the various elements in a sale 
involving multiple deliverables. 
Determination of functional currency 
The determination of functional currency is a matter of determining the primary economic environment in which an entity 
operates. IAS 21 “The Effect of Changes in Foreign Exchange Rates” sets out several factors to apply in making the determination 
of the functional currency; however, applying the factors in IAS 21 does not always result in a clear indication of functional 
currency. When IAS 21 factors indicate differing functional currencies within an entity, management uses judgment in the 
ultimate determination of that subsidiary’s functional currency.  
Useful lives of depreciable assets 
Management reviews the useful lives of depreciable assets at each reporting date and estimates the expected future utility of 
the assets to the Company. Actual results may vary due to technical obsolescence, particularly for computer equipment. 
Stock based compensation  
The amount recognized for stock-based compensation is an estimated expense based on the Company’s stock price, expected 
volatility, expected life, and weighted average fair value.  
Business combinations and goodwill 
Business combinations are accounted for using the acquisition method. The cost of the business combination is measured as the 
aggregate of the consideration transferred, measured at the acquisition date at fair value. The acquiree’s identifiable assets, 
liabilities and contingent liabilities that meet the conditions for recognition under IFRS 3 Business Combinations are recognized 
at their fair values at the acquisition date. Acquisition costs incurred are expensed in the period in which they are incurred except 
for costs related to shares issued in conjunction with the business combination which are recorded as a deduction from share 
capital. 
Goodwill is initially measured at the excess of the fair value of consideration transferred less the fair value of the net identifiable 
assets acquired and liabilities assumed. If this amount is lower than the fair value of the net assets of the subsidiary acquired, the 
difference is recognized immediately in the Consolidated Comprehensive Statement of Income (Loss). After initial recognition, 
goodwill is measured at cost less any accumulated impairment losses. Goodwill is not amortized but is subject to an annual 
impairment test. Goodwill impairment is evaluated annually or more frequently, if events or changes in circumstances indicate 
that the asset might be impaired. 

CHANGES IN ACCOUNTING POLICIES  

No new IFRS standards were issued and adopted by the Company in the current period: 

MEASURES NOT IN ACCORDANCE WITH IFRS 
The Company defines Adjusted EBITDA as earnings before interest, income taxes, stock option expense, depreciation, 
amortization, and impairment charges. Readers are cautioned that Adjusted EBITDA should not be construed as an alternative to 
comprehensive income or loss as determined in accordance with IFRS. The table below reconciles Adjusted EBITDA with 
comprehensive income or loss. Management uses Adjusted EBITDA as a measure of cash generation in its budgeting and financial 
reporting processes, recognizing that it does not reflect working capital and other balance sheet changes. 
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The following is a reconciliation of Adjusted EBITDA to net loss for each of the annual periods presented in this MD&A.  

2021 2020 2021 2020
$ $ $ $

Net loss (1,059,017)              (939,229)                (3,888,919)                 (3,256,082)    

Add (subtract):

Depreciation and amortization 118,330                    105,608                 456,136                       415,669          

Stock based compensation 219,474                    98,440                    959,792                       589,241          

Interest income (5,028)                         (16,894)                   (23,852)                         (114,655)        

Adjusted EBITDA (726,241)                   (752,075)                (2,496,843)                 (2,365,827)    

Year ended December 31,Three months ended December 31,

 

ADVISORY REGARDING FORWARD LOOKING INFORMATION 

This MD&A, the audited consolidated Financial Statements for the year ended December 31, 2021, and the audited consolidated 
Financial Statements for the year ended December 31, 2020 (the “2021 Reporting Documents”) contain historical information, 
descriptions of current circumstances and statements about potential future developments and anticipated financial results, 
performance or achievements of the Company. Statements made regarding potential future developments, and anticipated 
financial results, performance or achievements of the Company are forward-looking statements and are presented to provide 
guidance to the reader but their accuracy depends on assumptions and are subject to various known and unknown risks and 
uncertainties. Forward-looking statements are included under the headings: “Glossary: Definitions used in this Document”, 
”Highlights of Fiscal 2021”, “Business Update” and the sections in it, “Outlook”, “Environmental, Social and Governance (ESG)”, 
“Year ended December 31, 2021 compared to Year ended December 31, 2020”, “Quarter ended December 31, 2021 compared 
to Quarter ended December 31, 2020”, “Financial Condition and Liquidity”, and “Risks and Uncertainties” and in other sections 
of this MD&A. When used in the MD&A, such statements may contain such words as “may,” “will,” “intend,” “should,” “expect,” 
“believe,” “outlook,” “predict,” “remain,” “anticipate,” “estimate,” “potential,” “continue,” “plan,” “could,” “might,” “project,” 
“targeting” or the negative of these terms or other similar terminology. Forward looking information in the 2021 Reporting 
Documents includes, without limitation, statements regarding funding requirements. These statements are based on 
management’s current expectations regarding future events and operating performance, are based on information currently 
available to management, speak only as of the date of the 2021 Reporting Documents and are subject to risks which are described 
on page 18 of this MD&A and in the Company’s public filings on the Canadian Securities Administrators’ website at 
www.sedar.com (“SEDAR”) and as updated from time to time, and would include, but are not limited to the effects of the COVID-
19 world pandemic and related effects on the North American global economy which may transit to OneSoft Solutions, 
dependence on market economic conditions, the efficacy of the Company’s software products, sales and margin risk, acquisition 
and integration risks, competition, information system risks, risks associated with the introduction of new products, product 
design risk, environmental risks, customer and vendor risks, credit risks, currency risks, tax risks, risks of legislative changes, risks 
relating to remote operations, key executive risk and litigation risks. In addition, there are numerous risks associated with an 
investment in the Company’s common shares, which are also further described in the “Risks and Uncertainties” section in this 
MD&A, and as updated from time to time, the Company’s other public filings on SEDAR. These risks and uncertainties may cause 
actual results to differ materially from those contained in the statements. Such statements reflect management’s current views 
and are based on certain assumptions. Some of the key assumptions include but are not limited to assumptions regarding the 
performance of the Canadian and the United States economies; interest rates; exchange rates; capital availability; the amount of 
the Company’s cash flow from operations; tax laws; laws and regulations relating to the protection of the environment; and 
capital spending requirements or planning in respect thereto, including but not limited to the performance of any such business 
and its operation. They are, by necessity, only estimates of future developments and actual developments may differ materially 
from these statements due to known and unknown factors. Investors are cautioned not to place undue reliance on these forward-
looking statements. All forward-looking information in the 2021 Reporting Documents is qualified by these cautionary 
statements. Although the forward-looking information contained these 2021 Reporting Documents is based upon what 
management believes are reasonable assumptions, there can be no assurance that actual results will be consistent with these 
forward-looking statements. Certain statements included in the 2021 Reporting Documents may be considered “financial 
outlook” for purposes of applicable securities laws, and such financial outlook may not be appropriate for purposes other than 
these 2021 Reporting Documents. 
The forward-looking statements contained in the 2021 Reporting Documents are made as of the date of this report and should 
not be relied upon as representing management’s views as of any date after the date of this report. Except as required by 
applicable law, the Company undertakes no obligation to publicly update or otherwise revise any forward-looking statement, 
whether because of new information, future events, or otherwise. 
 
 


	This Management’s Discussion and Analysis (“MD&A”) is dated March 29, 2022.
	INTRODUCTION
	GLOSSARY: Definitions Used in this document
	 “ILI Management” is the Company’s first software module developed that automatically normalizes (irrespective of the multiple data schemas used by different ILI vendors over decades), ingests, aligns and analyzes pipeline in-line inspection (ILI) da...
	Management believes this module is revolutionary when compared with legacy processes currently used, which require extensive manual work performed by highly trained SMEs. Legacy ILI data matching typically requires multiple weeks for highly trained en...
	Typical costs for consultants to perform this task with legacy systems vary between US $5,000 and $8,000 to match two ILI data sets, depending upon the volume of data that is aligned and matched. By comparison, CIM ILI Management automatically ingests...
	 “CIM Core” is the Company’s second software module that addresses the core operational logistics and regulatory compliance functions that pipeline operators need to perform to operate their pipelines. CIM Core functionality includes ILI Management; ...
	After using and validating the Company’s ILI Management software during 2017, Phillips 66 decided to provide their on-premise software and IP that they used to conduct pipeline integrity management processes (which they developed over the course of ap...
	CIM Core’s capability to store and align disparate data allows holistic integration of departmental operations and enables capability to query big data for unique relationships. For example, a user can identify all instances where a crack and a dent n...
	Mandatory regulatory compliance requirements call for certain highly complex data relationship assessments. Garnering input from early adopter clients, CIM Core now contains algorithms and queries that can detect and report on nearly 300 pipeline thre...
	 “CIM Platform” is the data hub structure that evolved from CIM ILI and CIM Core modules, wherein data ingestion, normalization and analytics capabilities were enhanced to process the various additional data sets that pipeline operators use to perfor...

	FINANCIAL SUMMARY
	Highlights of Fiscal 2021
	2021 Financial Metrics
	Quarterly and annual financial metrics are summarized in the table below, with comparisons to the same period last year. OneSoft tracks revenues in two main categories, ARR and Other Revenue, as defined herein.
	Fiscal 2021 Revenue components table
	 Revenue for Fiscal 2021 was $4,441,952, an increase of $385,875 (9.5%) over last year’s revenue of $4,056,077.
	A small number of existing customers decreased their revenue year over year by a total of $1,218,286, principally because one customer who ingested an unusually large number of pipeline assessment logs in Fiscal 2020 during their initial implementatio...
	Fourth Quarter 2021
	 Revenue in Q4 2021 was $1,201,470, an increase of 24.4% or $235,349 over Q4 2020, due primarily to the addition of the new customers. A decrease in the effective average U.S. quarterly foreign exchange rate negatively affected Q4 2021 revenue by app...
	Quarterly Revenue
	 The chart below shows CIM revenue for the past twenty-two quarters. The Q1 2020 revenue spike is not likely to occur in the future, as it is more probable that loading of logs and their corresponding revenue will be more evenly distributed over futu...
	 Management draws reader attention to the dotted line, which illustrates CIM’s compounded annual revenue growth rate of 76.9%, based on linear growth over 5.5 years. Management is focused on increasing CIM revenues to drive cash flow and profitabilit...

	business update
	Key Concepts & Strategies
	To further assist readers to understand Management’s view of the adoption progress of our solutions by customers, the remainder of this section provides insight about the factors, challenges and opportunities that influence our objectives and go-forwa...
	 We believe that OneSoft’s technology and solutions are sufficiently revolutionary to establish a “New Market Category” that replaces existing legacy systems and processes used by O&G pipeline companies to manage their data.  Internal analysis of cus...
	A New Market Category is one that (a) has potential to supersede an established category that has been in existence for at least 10 years; (b) continues to have expenditure budget; and (c) can benefit from the replacement of legacy systems and process...
	An example of the emergence of a New Market Category is Amazon’s Web Service and Microsoft’s Azure Cloud Platform, which now are now well entrenched in the process of replacing legacy, on-premise data centres on a global basis.
	 As creator of our New Market Category, we anticipate two key first-mover advantages: (1) successfully engaging the innovator and early adopter customers before they consider competitive products; and (2) setting the New Market Category architecture ...
	We believe that an essential requirement to OneSoft becoming the dominant market leader in the New Market Category is creation of a full suite of products, driven by customer needs, that will augment customer loyalty and longevity and accelerate futur...
	Development of Software Module 1 - ILI Management
	The Company’s first software module was ILI Management, developed as an MVP in 2016 during participation in Microsoft’s first Accelerator for Machine Learning and Data science. The Company collaborated with Phillips 66, who sought understanding of wha...
	Development of Software Module 2 – CIM Core
	After using and validating ILI Management for a year, Phillips 66 decided to provide their on-premise software and IP (which was developed over 15 years), along with funding assistance, for OneSoft to integrate into CIM to operate on Microsoft’s cloud...
	Development of Software Module 3 – CIM Platform
	The CIM Platform evolved as ILI Management and CIM Core modules were developed, to enhance data ingestion, normalization and analytics capabilities required to process the various additional data sets that pipeline operators require to perform other a...
	Management believes that our approach uniquely differentiates OneSoft from other O&G software vendors, that still perpetuate legacy software development methodologies wherein stand-alone modules are destined to operate in siloed fashion, without capab...
	Development of Future Software Modules – The Whole Solution
	OneSoft continues its pursuit of two key objectives – to increase market share and revenue; and to position the Company to achieve leading market share. New software modules are being developed as discussed in this MD&A. Management believes that the C...
	Additional software modules are currently under development or being researched in the Company’s Innovation Lab to complete OneSoft’s whole product solution, including Corrosion Management, Crack Management and Risk Management and potentially Geohazar...
	a. Microsoft’s assistance, commencing with our participation in their first Accelerator for data science and machine learning in 2016, and their technical and marketing collaboration which has continued to date;
	b. The Company’s opportunity to incorporate Phillips 66’s internally developed software and IP into CIM, which has significantly reduced CIM development time, and
	c. Unlike ILI vendors, OneSoft is viewed as a neutral, safe partner for pipeline operators to share data with. Data sharing with ILI vendors carries potential risk for operators to become dependent on single-sourcing ILI services, an issue which doesn...
	Management believes that these factors have impacted the Company’s first mover advantage, contributing to our head start. Potential competitors that do not have access to these collaborative efforts will be disadvantaged to replicate CIM and attract e...
	Product Pricing Consideration
	To entice engagement and input from early adopters, OneSoft has engaged in strategic pricing, with the expectation of recovering that value later. This strategy has commonly been used by technology companies in start-up phases, who ultimately garnered...
	a. “try before you buy” (i.e., production trial) initiatives, often conducted without fees being charged;
	b. various flexible pricing models that were customized to suit certain client requests;
	c. “land and expand” initiatives, wherein certain clients were engaged using “pay-as-you-go” concepts that precluded long term contractual commitments during initial use of CIM; and
	d. a strong focus on ensuring high customer success experiences, by providing comprehensive implementation, training and support services, and often for reduced fees.
	Management’s view is that the addition of new customers at this point in the Company’s evolution is a high priority. This strategy promotes early market share growth, which increases challenges for potential competitors to enter the market. First-move...
	Management anticipates that year-over-year incremental revenue will continue to vary, depending upon the pricing models customers initially select and the additional functionality modules they choose to use in the future. Revenue from some existing cu...
	Marketing, Sales, Customer Relationships
	As OneSoft crosses the chasm from early adopter to mainstream clients, Management intends to evolve marketing and sales strategies that were used to engage innovator and early adopter customers to those most suited to attract early majority customers....
	Whereas the Company’s early market sales and marketing messaging were targeted at operational teams who were ultimately required to test and validate our solutions, these are being modified for presentation to senior management and C-suite teams, with...
	The architecture of the CIM platform and development of the complimentary modules are ideal to leverage a Consumption Economics SaaS deployment model, which allows customers to onboard CIM with smaller up-front financial commitments and increase their...
	The fundamental sales challenge for most new CIM clients is making the decision to replace their legacy systems, knowing that adoption of new technology and systems will be disruptive to company culture and current processes. Other sales challenges in...
	Moore’s Technology Adoption Model
	Many of Management’s strategies to grow the Company and build shareholder value are based on the experiences of other technology start-ups, some of which has been compiled and published by Geoffrey Moore. A podcast interview entitled “Building Gorilla...
	The chart below summarizes the Moore technology adoption model. Management believes that OneSoft has crossed the chasm and is currently developing the different software modules to create the “whole product” that is necessary to achieve market leaders...
	Business Outlook
	OneSoft had a very productive year by more than doubling its client base in Fiscal 2021. Most of our clients are high-profile industry leaders that have entered into multi-year SaaS agreements who collectively operate approximately 150,000 miles of pi...
	During Fiscal 2021 the Company enhanced its solutions with 11 application releases and 43 cumulative machine learning algorithm updates. Approximately 8,000 ILI assessments have been ingested into CIM to date, resulting in the Company’s algorithms now...
	In September 2021, the Company signed a multi-year CIM use agreement with the largest North American O&G pipeline operator (and continues to grow through acquisitions) who currently operates over 100,000 miles of pipeline (half of which are estimated ...
	Our first mover advantage, strong validation of our technology and products and ideal positioning of CIM to act as the foundational data-hub for digital transformation collectively create a strong foundation upon which OneSoft can build the market lea...
	Although the long sales cycles with our Fortune 500/100 clients have been challenging to date, they are now advantageous, since they represent a significant barrier to entry for potential competitors. We know of no other CIM-like, competing solution t...
	Management believes that our solutions align with several disruptive technology trends that enhance future opportunity and value creation, including the following:
	 Customers must keep pace with the digital world – real time, on demand and data driven. OneSoft’s “as-a-service” technology model drives cost-effective efficiencies for operations.
	 Our machine learning platform captures and leverages data to drive actionable analytics and replaces legacy systems and processes. Adoption of new CIM-type technology is no longer optional for customers who want to operate competitively.
	 COVID-19 has changed employment patterns at a fundamental level, which drives more dependence on technologies that enhance automation and efficiencies, particularly because CIM functionality enables less experienced workers to perform tasks that tra...
	 Much of the increasingly specialized services expertise can be automated with CIM technology, rather than hiring additional services personnel to do the work manually and billing on a time and materials basis, as has been done historically.
	Market and sales activities are currently underway in the USA, Canada, Australia, and certain countries in Europe and South America, which we anticipate will result in CIM sales in future periods. Innovation Lab and business development initiatives ar...
	Insiders collectively own approximately one third of the Company’s shares, who continue to operate the Company with the objective of increasing all stakeholders’ value over the long term.  We have judiciously used the proceeds from our last financing ...

	Response
	Comments
	 OneSoft has introduced new technology and solutions that significantly change pipeline integrity management processes that have been used for decades. This is disruptive and presents a significant change to company culture, integrity management processes and employees, which can generate resistance until the customer learns of the highly beneficial effect that CIM may have on their operations. 
	Given the advantages that CIM appears to have, compared to conventional solutions that currently serve the market, CIM should be adopted by all O&G pipeline operators at this point.
	 Acceptance by majority market customers to replace legacy processes typically occur only after innovator and early adopter customers have explored and validated the new technology and process and report favorably to their peers the advantages achieved by using new technology and processes. We believe that we are now reaching this point in the market.
	 New technologies that are disruptive to legacy systems are typically priced lower than the legacy products, until such time that their true value and advantages over legacy systems are well-understood (i.e., after innovators and early adopters validate and report their experiences). 
	Given the higher value that CIM purportedly provides for its users, CIM pricing should be increased. 
	 Technology start-ups achieve capability to control pricing for their products only after they demonstrate capability to replace legacy systems for mainstream market customers.
	 The fact that O&G pipeline operators generally use inexpensive spreadsheet software (and do not factor in extensive labor costs) exacerbates the initial pricing challenge, as any enterprise level solution for integrity management appears costly compared to Microsoft Excel, until assessments of value are experienced and better known in the industry.
	 The Company will not publish revenue guidance unless predictions can be made with a high level of accuracy. 
	What are the Company’s revenue growth expectations and the pace of achieving these? 
	 Revenue growth is expected to occur commensurate with rate of adoption of the Company’s solutions by majority market customers.
	 The Company has provided implementation, service and support hours at nominal to no cost to further ensure its new technologies are adopted by a sufficient number of customers, to generate momentum in the marketplace. Rates for these services will be increased in future periods when they can be realized. 
	Why are sales cycles so lengthy and what can be done to reduce timelines? 
	 The Company’s solution has been the first enterprise SaaS application implemented by most of our customers to date. This has generated procurement challenges (e.g., legal and IT reviews, pricing models for multi-year SaaS fees rather than one-time software purchase, etc.) and differences from customer’s usual vendor authorization processes, which have resulted in increased sales cycle timelines.
	 We anticipate that increasing awareness and positive reputation of our solutions expressed by our early adopter customers will aid in new customers conducting their due diligence, including reduced need for extensive Production Trial and other validation efforts that have already been done by peer companies, all of which contributes to reducing sales cycles.
	 A salient factor to consider regarding future customer additions is the Company presented to numerous potential customers during the past 5 years who were not early adopter candidates. We believe that this initial awareness of Company solutions, bolstered with the experiences and validation of the early adopter customers, will contribute to shorter sales cycles as we progress efforts to target majority customer markets. 
	Environmental, Social and Governance (ESG)
	RESULTS OF OPERATIONS
	SUMMARY OF QUARTERLY Results
	Revenue for the quarter increased by $235,349 or 24.4% from Q4 2020 revenue. Revenue in Q4 2021 from new customers signed in 2021 was $546,282 while revenue from other customers reduced by $279,273. Had the U.S. dollar revenue been translated at the Q...
	Gross profit increased by $188,930 due to the increase in revenue and declined $84,079 due to higher direct costs for a net gross profit increase of $104,851. Royalty expense and staff labour costs as a percentage of sales increased due to provision o...
	Operating expenses:
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	The Company considers cash flows from financial assets of $5,725,260 (December 31, 2020 - $7,418,500) in assessing and managing liquidity risk. The Company’s existing cash resources and trade receivables exceed its current cash outflow requirements. C...
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