
    

 
 
 
 
 
 

 

 
 
 
 
 

 ONESOFT SOLUTIONS INC. 

2021 

Q1 
Management’s Discussion & Analysis 

Three months ended March 31, 2021   
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  



 

MANAGEMENT DISCUSSION & ANALYSIS MARCH 31, 2021                                                             

 

2 

 

This Management’s Discussion and Analysis (“MD&A”) is dated May 4, 2021. 

INTRODUCTION 

This MD&A of the results of operations, cash flows and financial position as at and for the three months ended March 31, 2021 
should be read in conjunction with the unaudited condensed interim financial statements and accompanying notes for the three 
months ended March 31, 2021 and the audited consolidated financial statements and notes thereto for the year ended December 
31, 2020. The financial statements and additional Company information are available to view on www.onesoft.ca and 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 
(“IFRS”) and include the accounts of OneSoft and its wholly owned subsidiaries: OneBridge Solutions, Inc., OneBridge Solutions 
Canada Inc. (together referenced in this MD&A as “OneBridge”) 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 U.S.A., 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 8 of this 
document and to the “Advisory Regarding Forward Looking Information” on page 12. 

NON-IFRS MEASUREMENTS 

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 by IFRS. A table on page 12 reconciles Adjusted EBITDA with the Comprehensive 
Loss. Management uses Adjusted EBITDA as a measure of cash generation from operations in its budgeting and financial reporting 
processes, recognizing that while non-cash expenses and interest income are added back to net income or loss in the calculation 
of Adjusted EBITDA, it does not reflect working capital and other balance sheet changes. 

HIGHLIGHTS OF QUARTER ENDED MARCH 31, 2021 

Sales and Revenue  

• Revenue for the quarter ended March 31, 2021 (“Q1 2021”) was $953,916, a decrease of $721,570 from Q1 2020 
revenue. While pipeline miles under CIM subscription and revenue increased due to the addition of new customers in 
Q1 2021, the overall decrease in revenue compared to Q1 2020 was due to the unusually high consumption of the 
Company’s Cognitive Integrity ManagementTM (“CIM”) software-as-a-service (“SaaS”) solution last year when 
approximately 1,000 data logs were loaded onto CIM in one month during a new Client’s initial CIM implementation. A 
decrease in the average U.S. foreign exchange rate from 1.3449 last year to 1.2660 this year negatively affected revenue 
by approximately $59,000. 

• We anticipate that quarter-over-quarter revenue will continue to be variable for the next year or two, after which we 
expect quarterly variances to diminish as our clients move through second and subsequent years of CIM use and more 
consistent software utilization patterns will emerge. On initial implementation of CIM, some clients choose to load all 
their new and historic logs immediately thereby resulting in fluctuating CIM consumption and revenue recognition, 
while some choose to ingest data over longer time periods which smooths revenue. As our client base increases, we 
expect higher overall volumes of data ingestion will tend to average out the CIM consumption variances and the 
quarterly earned revenue.    

• As shown in the following chart, quarterly revenue for the past nineteen quarters reflects the varied CIM consumption, 
reflecting the monthly subscription fees and ingestion of data by our clients. The two anomalous revenue quarters in 
the chart are explained as follows: 

o The Dec/18 software development revenue occurred due to the completion of a non-recurring project that 
was funded by a client, wherein their intellectual property (“IP”) was integrated into CIM.  

o The spike in Mar/20 revenue resulted from a new client loading a large number of new and historic logs in 
the quarter, as previously described. The pace of loading of logs by all clients slowed in Q2 2020, partially 
affected by the pandemic, and then accelerated in Q3 and Q4 2020. 

• Management believes that the most important metric in the chart is the dotted line, which illustrates the CIM revenue 
linear growth trend. CIM revenue is essentially all annual recurring revenue (“ARR”) which management is focused on 

http://www.onesoft.ca/
http://www.sedar.com/
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increasing, as we believe this is a key factor contributing to increasing future value for shareholders. ARR is comprised 
of two components: (a) fixed recurring revenue, which includes CIM subscription fees that remain consistent over a 
contract subscription period; and (b) repeating CIM consumption revenue, which may vary year to year depending upon 
the volume of data ingested into CIM and the consumption of optional software functionality by clients. 

• Some of the Company’s clients elect to estimate their CIM consumption and pay for it in advance of future use.  During 
Q1 2021, the Company received approximately $2.8 million in such advance payments from customers, which was 
recorded as Deferred Revenue. The Company’s deferred revenue increased by $2,146,929 from $413,546 on December 
31, 2020 to $2,560,475 at quarter-end, inclusive of payments received for new contracts and CIM consumed during the 
quarter (which was recognized as revenue). 

 

 

Q1 2021 Financial Metrics 

Q1 2021 financial metrics are summarized in the table below, with comparisons to Q1 2020. OneSoft tracks revenues in two 
main categories, as follows:  

• Annual recurring revenue (“ARR”) includes revenue from SaaS subscription, data ingestion, Microsoft Azure and 
specialized functionality module fees associated with CIM, which all typically repeat each year but in varying amounts.  

• Other Revenue includes revenues from CIM trial use cases (“Production Trials”, formerly referred to as Proof of Concept 
projects), services, software development fees that are invoiced to third parties and miscellaneous other project fees, 
which may recur at irregular intervals. 
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OneSoft SaaS Metrics Q1 2021 Q1 2020 Dec. 31, 2020 Dec. 31, 2019

Revenue as reported in the Financial Statements 953,916$      1,675,486$  4,056,077$  2,711,768$  

Revenue categorization:

   Annual Recurring Revenue ("ARR") 876,722$      1,616,267$  3,872,393$  2,460,330$  

   Other Revenue 77,194$         59,219$         183,684$      251,438$      

Total Revenue 953,916$      1,675,486$  4,056,077$  2,711,768$  

Direct Costs 246,244$      341,542$      921,462$      701,739$      

Gross profit 707,672$      1,333,944$  3,134,615$  2,010,029$  

Direct Costs as % of ARR and Other Revenue 26% 20% 23% 26%

Gross profit as % of ARR and Other Revenue 74% 80% 77% 74%

ARR as % of Total Revenue 92% 96% 95% 91%

ARR Growth (Qtr / Qtr, YTD / YTD) (46%) 180% 57% 125%

Three months ended: Year ended:

  

• Gross margin in Q1 2021 reduced by 5.4% from the prior year. Microsoft Azure costs for CIM are relatively fixed in 
nature and scale down nominally with the decrease in sales volume. A change in the mix of sales caused both royalty 
expense and Azure costs to increase proportionately in Q1 2021 compared to Q1 2020, resulting in a lower gross profit 
margin.  Management anticipates that at some point in the future direct costs will reduce to 20% of revenue, as revenue 
increases and software development projects evolve towards completion.  

• The Company experienced higher operating expenses than in Q1 2020 due to having added more personnel to 
accelerate research and development of new software functionality to increase the Company’s competitive moat and 
to pursue new markets for its solutions. Q1 2021 adjusted EBITDA was negative $763,159, compared to $250,478 for 
Q1 2020 (Adjusted EBITDA calculations are stated on page 12 of this document). 

• At March 31, 2021, cash totaled $7.4 million ($7.2 million at December 31, 2020). Working capital (current assets less 
current liabilities) was $5.9 million ($6.2 million at December 31, 2020), and the Company has no debt. Assuming 
customers renew and pay their 2021 contracts for CIM usage similar to fiscal 2020 and there are no significant changes 
in its current business strategies and cash consumption, the Company believes it has sufficient cash on hand to fund its 
business and growth strategies as envisioned.  

OneBridge Innovation Lab, Business Development & Technology Roadmap  
Innovation Lab business and product development activities continued in Q1 2021 in accordance with the Company’s strategies 
stated in detail in the Fiscal 2020 MD&A published on March 24, 2021. Management is considering various alternatives to 
accelerate development to increase the breadth of CIM functionality and speed to 
market, including potential joint venture initiatives and acquisition of certain 
technology components that are more cost effective to license or acquire than to 
develop internally. The chart on the right summarizes the Company’s intended product 
development roadmap to broaden functionality of the CIM platform, which is driven 
by input and feedback from clients, prospective customers, and industry experts. The 
Company’s market analysis of USA Mileage by functionality grouping is based on 2019 
data for the U.S.A. as published by the U.S. regulator, the Pipeline and Hazardous 
Materials Safety Administration (“PHMSA”), the Association of Oil Pipe Lines (“AOPL”) 
and various other sources that management used to estimate total addressable 
markets (“TAMs”) for such functionality. 

During Q1 2021, the Company focused on advancing Cathodic Protection (“CP”) (for 
which prototype SaaS versions were first made available to private preview users in the Fall of 2020) and Risk functionality. On 
March 9, 2021 the Company announced the acquisition of intellectual property (“IP”) that is being integrated into the CIM 
platform as a component of its Risk functionality. The acquired IP includes algorithms and processes that leverage machine 
learning to perform data analytics associated with measuring the uncertainty of anomalies found through pipeline inspections 
that might result in unsafe operating pressures. This analysis, often referred to as probability of exceedance (“POE”), supports 
the prioritization of on-going inspections and mitigations and aligns with regulatory requirements mandated by PHMSA 192 & 
195 safety statutes for U.S. pipeline operations. 

The Company also continued with research and business development activities associated with Mobile applications, Facilities 
and potential Water/Wastewater opportunities.  Project timelines for completion of the functionality modules stated in the chart 

Current CIM USA Mileage

ILI/ML Developed 660,000           

Risk Early 1,863,450        

ICDA/Chem Early/Potential 612,000           

CP Early 1,011,981        

Asset Mgmt Early 1,863,450        

Mobile Potential 1,863,450        

Cust Exp Potential 1,318,648        

ECDA Potential 2,476                

Acoustics Potential 224,724           

Facilities Potential 500                    

https://www.sedar.com/GetFile.do?lang=EN&docClass=7&issuerNo=00008172&issuerType=03&projectNo=03192315&docId=4917158
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
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are not being forecast at this point, as these will be dependent upon input from subject matter experts, private preview users, 
prioritization preferences of clients and prospective customers and other factors. 

Sales & Marketing Activities 
Generation of new sales leads, sales activities and CIM Production Trials involving prospective customers in the U.S.A., South 
America, Australia and Middle East countries continued in Q1 2021, conducted by the Company’s sales team and in collaboration 
with reseller partners based in Australia and United Arab Emirates.  We anticipate that these collective sales efforts may result 
in future new commercial contracts for CIM use.  
 
Marketing efforts during Q1 2021 continued to generate interest from prospective customers and industry watchers. Click here 
to view some of the Company’s marketing and sales collateral. 

Corporate Activities Update for Q1 2021 
The Company continued to meet virtually with and update shareholders and followers of the Company in Q1 2021.   

On January 13, 2021 the Company announced closing of a CIM sale that completed as a result of sales efforts conducted in Fiscal 
2020.  

On March 2, 2021 the Company co-presented with Worley/Advisian, the Company’s Australian-based reseller partner, a white 
paper at a PRCI conference attended by 1,350 registrants from 17 countries. The presentation showcased several CIM case studies 
confirming the high value proposition of using CIM over conventional industry systems and processes and generated interest 
from prospective customers that is being followed up by the Company and Worley/Advisian. 

On March 9, 2021 the Company announced the acquisition of POE IP as previously discussed. 

Activities subsequent to March 31, 2021  
On April 7, 2021 the Company announced that one of the largest refined products pipeline companies in the U.S.A., with pipelines 
spanning Texas to the North Eastern U.S seaboard, entered into a multi-year agreement to use CIM for integrity management of 
its pipeline operations. 
 
On April 27, 2021 the Company announced a joint initiative to deploy C-FER’s risk models on the CIM platform, which 
Management believes will deliver the most advanced integrity and quantitative risk management solutions available for oil and 
gas pipeline operators today. 

BUSINESS OUTLOOK 

Management is pleased with the Company’s activity during Q1 2021 to advance our technology, solutions, market presence and 
opportunities, which are proceeding in accordance with expectations. We remain confident that our first mover advantage in 
leveraging machine learning, data science and cloud computing continue to provide a strong competitive moat and that 
knowledge of the high value that CIM contributes to clients is becoming better known globally through technical publications, 
presentations and word of mouth referrals, which we believe will assist the Company to continue to gain market traction.  
 
Interest in our CIM solution has grown due to sales activities currently underway in the U.S.A., Canada, Australia, United Arab 
Emirates, Brazil, and Argentina with numerous CIM Production Trials planned or in various stages of completion, which we 
anticipate will result in completed sales in future periods. Various business development initiatives are also underway, with the 
objectives to recruit additional CIM resellers and pursue new potential markets and revenue sources based on our CIM technology 
and platform. 
 
Given the Company’s strong balance sheet with $7.4 million of cash and cash equivalents at quarter end, no debt, current cash 
burn rate, and anticipated revenue going forward, Management believes the Company is well-funded to execute current business 
plans as envisioned without requirement to raise additional capital.  
  

https://www.onebridgesolutions.com/learn/case-studies-resources/
https://www.sedar.com/GetFile.do?lang=EN&docClass=8&issuerNo=00008172&issuerType=03&projectNo=03159855&docId=4868103
https://www.onebridgesolutions.com/learn/case-studies-resources/prci-vrex2021/
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.sedar.com/GetFile.do?lang=EN&docClass=8&issuerNo=00008172&issuerType=03&projectNo=03202022&docId=4928796
https://www.onesoft.ca/post/c-fer-technologies-and-onesoft-enter-into-a-technology-sharing-agreement-to-deliver-quantitative-risk-solutions-to-o-g-pipeline-operators
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RESULTS OF OPERATIONS  
 

SUMMARY OF QUARTERLY RESULTS  

  FY 2021

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

Revenue        954      966       795       619     1,675        640       770       710 

Gross  profi t        708      776       589       436     1,334        383       582       533 

Expenses  (net of software development 

costs capitalized )     1,464   1,641    1,371    1,415     1,226     1,356    1,071       992 

Comprehens ive (loss ) income   (1,003)    (944)     (996)   (1,350)          11    (1,117)     (669)     (836)

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

FY 2019FY 2020

 
 

Quarter ended March 31, 2021 compared to Quarter ended March 31, 2020 

Revenue and Gross Profit 

March 31, 

2021

March 31, 

2020

$ $ $ %

Recurring revenue 876,722        1,616,267         (739,545)      (45.8)         

Other revenue 77,194          59,219              17,975         30.4          

Total Revenue 953,916        1,675,486         (721,570)      (43.1)         

Direct costs 246,244        341,542            (95,298)        (27.9)         

Gross profit 707,672        1,333,944         (626,272)      (46.9)         

Gross  margin 74.2% 79.6% (5.4)              (6.8)           

Change

 

Revenue for the quarter was $953,916, a decrease of $721,570 from Q1 2020 revenue. While pipeline miles under CIM 
subscription increased due to addition of new customers and subscription revenue, total revenue decreased due to the unusually 
high consumption of CIM in the comparative quarter when certain clients ingested approximately 1,000 more data logs than their 
normal volumes during their initial CIM implementation phases. Foreign exchange also contributed as a factor, as the average 
U.S. foreign exchange rate declined from 1.3449 in Q1 last year to 1.2660 in Q1 2021, which reduced revenue in Q1 2021 by 
$59,450. 

Gross profit decreased by $626,272 due to the reduced revenue and due to comparatively higher Microsoft Azure costs and 
software royalties paid to third parties. Microsoft Azure costs decline only marginally when revenue decreases and a change in 
sales mix caused royalty expense as a percentage of sales to rise on a comparative basis. The latter two factors caused the gross 
margin to decline 5.4% from this quarter last year.   

Expenses: 

March 31, 

2021

March 31, 

2020

$ $ $ %

Salaries  and employee benefi ts 1,154,899                912,957     241,942   26.5

Sales  and marketing 124,847                   138,691     (13,844)    (10.0)

General  and administration 184,071                   174,604     9,467       5.4

1,463,817                1,226,252  237,565   19.4   

Change

 

Salaries and employee benefits expense increased $241,942. Compensation expense increased $228,449 due to increases in the 
number of employees. Staff salaries allocated to direct costs and to sales and marketing expense decreased $52,966 as less 
support was required for new CIM implementations this quarter. The Company reduced its use of external software development 
subcontractors and recruitment agencies in Q1 2021 compared to Q1 2020 for savings of $26,742 and $14,024, respectively.  

Sales and marketing expenses decreased $13,844 this quarter as compared to Q1 of 2020. During the past five years, OneBridge 
exhibited at the Pipeline Pigging and Integrity Management Exhibition in Houston, the industry’s premiere annual conference 
event catering to a large global audience, which was cancelled in 2021 due to the pandemic. Accordingly, this contributed to 
trade show expense reducing by $45,028 and sales travel expense declining by $26,125. Offsetting these expense savings was an 
increase in lead generation expenses, wherein external resources were engaged to conduct a CIM customer webinar, increasing 
expenses by $31,895. Production trial costs and sales commissions increased spending in aggregate by $26,627.  
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General and administrative expenses increased $9,467 in the current quarter. Legal fees associated with the Company’s pursuit 
as Plaintiff in the action filed against Cylo Technologies Inc. and its principals increased by $27,238 and Microsoft Azure expense 
for internal software development reduced by $15,725, resulting from more efficient use of this resource. The covid-19 pandemic 
reduced corporate travel costs for a savings of $5,356. Annual fees paid to the various Canadian securities commissions for filing 
year-end documents increased $5,435 and insurance costs reduced $3,682. 

No software development costs were capitalized in this or the comparative quarter.   

Other expense (income): 

March 31,

2021

March 31,

2020

$ $ $ %

Stock based compensation 131,635          165,146     (33,511)  (20.3)     

Amortization of intangible assets 104,919          99,883       5,036      5.0        

Depreciation of property and equipment 3,068              3,746         (678)       (18.1)     

Interest income (8,356)             (44,871)      36,515    (81.4)     

Foreign exchange loss  (ga in) 7,014              (142,786)    149,800  (104.9)   

238,280          81,118       157,162  193.7    

Change

 

Stock based compensation expense decreased due to the reduced number of new grants in the current quarter and grants made 
in prior periods having completed their amortization.  

In Q1 2020, the U.S. dollar rose against the Canadian dollar creating a large gain on the Company’s net U.S. assets. In this quarter, 
the Company’s net U.S. assets have been reduced and a small loss was recorded as when the exchange rate of the U.S. to Canadian 
dollar declined.  

Interest income declined as the Company had less cash to invest in interest bearing accounts and interest rates dropped 
significantly since this period last year.  

Comprehensive loss 

In the current quarter, revenue and gross profit decreased by $721,570 and $626,272, respectively. The Company’s continued 
investment in product development and revenue growth initiatives caused operating expenses to increase by $237,565 and 
reduced interest income and a foreign exchange loss caused other expense (income) to increase $157,162 in the quarter. These 
factors caused comprehensive loss to be $1,002,924 in Q1 2021 as compared to comprehensive income of $10,609 in Q1 2020.  

The comprehensive loss in Q1 2021 aligns with Management’s expectation and reflects the Company’s strategy to continue to 
invest in technology and product development today in order to increase revenue opportunities in future periods. 

FINANCIAL CONDITION & LIQUIDITY  

March 31, 

2021

March 31, 

2020

$ $ $ %

Net (loss ) income        (994,425)             26,574 (1,020,999)    (3,842.1)  

Items not involving cash         239,622           268,775 (29,153)         (10.8)       

Funds  (used in) generated by operations        (754,803)           295,349 (1,050,152)    (355.6)     

Working capita l  and non-current deferred revenue changes 1,044,062     (1,303,324)     2,347,386     180.1      

Cash provided by (used in) operating activi ties 289,259        (1,007,975)     1,297,234     128.7      

Cash provided by financing activi ties 79,473          98,700           (19,227)         (19.5)       

Cash used in investing activi ties (132,970)      (4,467)            (128,503)       (2,876.7)  

Effect of foreign exchange on cash and cash equiva lents (24,274)        76,628           (100,902)       (131.7)     

Net change in cash 211,488        (837,114)        1,048,602     125.3      

Cash and short-term investments , beginning of period 7,223,241     10,512,039    (3,288,798)    (31.3)       

Cash and short-term investments, end of period 7,434,729     9,674,925      (2,240,196)    (23.2)       

Reconciliation of cash and short-term investments:

Cash and cash equiva lents 7,434,729     7,891,437      

Short term investments -               1,783,488      

Total  cash and short term investments 7,434,729     9,674,925      

Change

Three months ended:

 

Operations, before working capital changes, consumed cash of $754,803 in Q1 2021, a decrease of $1,050,152 from the cash of 
$295,349 generated in Q1 2020 as a result of the decreased revenue and gross profit in the current period.  
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Working capital accounts plus the increase in non-current deferred revenue generated $1,044,062 cash in Q1 2021. Deferred 
revenue, in total, increased by $2,146,929 and cash was used from an increase in accounts receivable of $866,468 and a reduction 
in accounts payable of $177,252, the latter figure primarily being due to the payment of staff incentives accrued at the Fiscal 
2020 year-end.  A CIM contract renewal invoice unpaid as at March 31, 2021 caused the increase in accounts receivable and its 
unearned portion had a similar effect on deferred revenue. 

With respect to deferred revenue, new or refreshed CIM usage contracts generated $2,817,392 in Q1 2021 due to the anniversary 
date of many clients’ contracts being in January or February and $673,671 of the deferred revenue was realized in revenue 
through CIM usage.  

Employees and directors exercised stock options generating $79,473.  

Investing activities consisted of the acquisition of intellectual property to advance POE risk measurement functionality in our CIM 
software. The cash portion of the acquisition was $132,970.  

During Q1 2021 the Company generated cash of $211,488 after foreign exchange changes and increased its cash and cash 
equivalent balances to $7,434,729 from $7,223,241 as at December 31, 2020. The Company is currently active with various sales 
initiatives and production trials which Management believes may result in new contracts with customers, and cash generation 
therefrom. Considering current sales activities and cash and cash equivalent balances, Management believes that the Company 
is adequately funded to continue software development projects, finance operations and pursue growth initiatives as envisioned, 
which we anticipate may increase value for all stakeholders.  

Total Assets 

Total assets of the Company at March 31, 2021 were $9,636,998, an increase of $1,190,609 from assets of $8,446,389 as at 
December 31, 2020. Cash increased $211,488. due to cash being received from customers who purchased or renewed CIM usage 
contracts less amounts applied to working capital accounts and financing the Company’s loss. Accounts receivable increased by 
$796,654 primarily due to renewal of a large CIM usage contract in March 2021 and not collected by period-end. The carrying 
value of the Company’s intangible assets and equipment increased by $212,089 due to new risk management software being 
acquired and decreased by $107,987 due to amortization and depreciation. 

Total Liabilities 

Total liabilities increased to $3,155,730 from $1,252,505 as at December 31, 2020. Deferred revenue increased overall by 
$2,146,929 during the current quarter, comprised of $2,817,392 of new prepaid CIM contracts by clients (of which most is 
expected to be earned within one year and a small portion over three years) and decreased by $673,671 that was realized as 
earned revenue and adjusted $3,208 for foreign exchange. Accounts payable and accrued liabilities decreased $177,252 primarily 
due to the payment of staff incentives which had been accrued on December 31, 2020. 

Commitment 

The Company is committed to pay minimum royalties of US$2.25 million through December 20, 2027 on the revenue earned 
from components of its CIM 3.0 solution for the use of certain embedded third-party intellectual property.  To March 31, 2021, 
royalties of U.S. $339,130 have been expensed and $283,153 have been paid.  

Related party transactions  

In Q1 2021, the Company expensed $50,000 (2020 - $50,000) in respect of contractual management fees and variable 
compensation paid to a company owned by Dwayne Kushniruk, CEO. No other compensation was paid directly to him. On March 
31, 2021, $10,250 (December 31, 2020 - $157,987) was due to related parties for director and officer fees not paid at period-end 

SHARE DATA 

As at March 31, 2021, the Company had outstanding: 

- 116,188,147 common shares,  
- 8,967,667 stock options with an average strike price of $0.42 and an average remaining life of 2.09 years. Of these, 

7,051,004 are exercisable at an average strike price of $0.40. 

In Q1 2021, directors, officers, and employees exercised 467,334 stock options at an average strike price of $0.17 to acquire the 
same number of common shares. Cash proceeds were $79,473.  

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 has impacted the demand for petroleum products and related transportation 
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services and exposes 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.  

Other Risks and Uncertainties 

OneSoft is subject to business and economic risks. The reader is directed to page 18 of the Management’s Discussion and Analysis 
for the year ended December 31, 2020 for a full description of the risks and uncertainties the Company is subject to.  

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:  
 

  March 31, 2021 December 31, 
2020 

Financial assets    $ $ 

   Cash and cash equivalents  7,434,729 7,223,241 
  Trade and other receivables  991,913 195,259 

  8,426,642 7,418,500 

Financial Liabilities     

   Accounts payable and accrued liabilities  595,255 838,959 

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. The majority of the Company’s revenue, and a large portion of its expenses, are transacted in US dollars.  

The Company has a natural hedge to foreign exchange risk as the majority 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 US dollars included in its financial statements.  

https://www.sedar.com/GetFile.do?lang=EN&docClass=7&issuerNo=00008172&issuerType=03&projectNo=03192315&docId=4917158
https://www.sedar.com/GetFile.do?lang=EN&docClass=7&issuerNo=00008172&issuerType=03&projectNo=03192315&docId=4917158
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March 31,

2021

December 31,

2020

$ (USD) $ (USD)

Cash and cash equivalents 2,367,417            1,537,186            

Trade and other receivables 776,098               17,603                 

Accounts  payable and accrued l iabi l i ties (192,812)             (251,790)             

Total  exposure 2,950,703            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 exchange rate.   

It assumes a +/- 10% change of the $/USD exchange rate for the period ended March 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 and considers 
forward exchange contracts that offset effects from changes in currency exchange rates.   

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: 

Profit Equity

$ $

March 31, 2021 341,708               341,708          

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 considered to be 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, 2019: +/- 1%). These changes are considered to be 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 
March 31, 2020, approximately 93.1% (December 31, 202020 – 92.8%) of the Company’s cash balances were held in interest 
bearing bank balances and fixed interest rate GICs.  

Profit Equity

$ $

March 31, 2021 50,787                 50,787            

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: 

March 31, 

2021

December 31,

2020

$ $

Classes  of financia l  assets  - carrying amounts :

Cash and cash equivalents 7,434,729            7,223,241            

Trade and other receivables 991,913               195,259               

Carrying amount 8,426,642            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.  
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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 considered to be 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.     

The aging of accounts receivable was:  

Gross  trade and 

other receivables

Al lowance for 

doubtful  accounts

Net trade and 

other receivables

$ $

Current 991,913                   -                              991,913                   

Past due 30 to 60 days -                              -                              -                              

Total 991,913                   -                              991,913                   

March 31, 2021

 

Gross  trade and 

other receivables

Al lowance for 

doubtful  accounts

Net trade and 

other receivables

$ $

Current 189,695                   -                              189,695                   

Past due 30 to 60 days 5,564                       -                              5,564                       

Total 195,259                   -                              195,259                   

December 31, 2020

 
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.  

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 March 31, 2021 - $595,255 (December 31, 2020 - $838,959). 

The Company considers cash flows from financial assets of $8,462,642 (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.  
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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 Financial Standards were adopted in the period.  

MEASURES NOT IN ACCORDANCE WITH IFRS 

The term Adjusted EBITDA does not have a standardized meaning under IFRS and therefore is unlikely to be comparable to similar 
measures presented by other companies. EBITDA represents earnings before interest, taxes, depreciation, and amortization. 
OneSoft Solutions includes stock-based compensation and impairment charges as an adjustment to earnings in this measure and 
therefore refers to the measure as Adjusted EBITDA. Adjusted EBITDA is used by OneSoft as an indirect measure for operating 
performance, and has targeted certain levels for it, as it is considered to be a significant factor in the success of this business. The 
following is a reconciliation of Adjusted EBITDA to net loss for each of the periods presented in this MD&A.   

2021 2020

$ $

Net (loss) income (994,425)               26,574                 

Add (subtract):

Depreciation and amortization 107,987                103,629               

Stock based compensation 131,635                165,146               

Interest income (8,356)                    (44,871)                

Adjusted EBITDA (763,159)               250,478               

Three months ended March 31,

 

ADVISORY REGARDING FORWARD LOOKING INFORMATION 

This MD&A, the unaudited interim consolidated Financial Statements for the three months ended March 31, 2021 and the audited 
consolidated Financial Statements for the years ended December 31, 2020 and December 31, 2019 (the “2021 Reporting 
Documents”) contain historical information, descriptions of current circumstances and statements about potential future 
developments, anticipated financial results, and 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: 
”Highlights of Quarter ended March 31, 2021”, “Q1 2021 Financial Metrics”, “OneBridge Innovation Lab, Business Development 
& Technology Roadmap”, “Sales & Marketing Activities”, “Corporate Activities Update for Q1 2021”, “Business Outlook”, 
“Activities Subsequent to Fiscal 2020 Year End”, “Financial Condition & 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 
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available to management, speak only as of the date of the 2021 Reporting Documents and are subject to risks described on page 
8 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 transmit 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. 

 
 


