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Independent Auditor’s Report 

To the Shareholders of OneSoft Solutions Inc. 

Opinion 

We have audited the consolidated financial statements of OneSoft Solutions Inc. (“the Company”), which comprise 

the consolidated statements of financial position as at December 31, 2020, and December 31, 2019 and the 

consolidated statements of comprehensive loss, changes in equity and cash flows for the years ended December 

31, 2020 and December 31, 2019, and notes to the consolidated financial statements, including a summary of 

significant accounting policies.  

In our opinion, the accompanying consolidated financial statements, present fairly, in all material respects, the 

consolidated financial position of the Company for the years ended December 31, 2020 and December 31, 2019 and 

its consolidated financial performance and its consolidated cash flows for the years ended December 31, 2020 and 

December 31, 2019 in accordance with International Financial Reporting Standards.  

Basis for Opinion 

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities 

under those standards are further described in the Auditor's Responsibilities for the Audit of the Consolidated 

Financial Statements section of our report. We are independent of the Company in accordance with the ethical 

requirements that are relevant to our audit of the consolidated financial statements in Canada, and we have fulfilled 

our other ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have 

obtained is sufficient and appropriate to provide a basis for our opinion.  

Information Other than the Consolidated Financial Statements and Auditor’s Report Thereon  

Management is responsible for the other information. The other information comprises the Management Discussion 

and Analysis but does not include the consolidated financial statements and our auditor's report thereon. 

Our opinion on the consolidated financial statements does not cover the other information and we do not express 

any form of assurance conclusion thereon. 

In connection with our audit of the consolidated financial statements, our responsibility is to read the other 

information and, in doing so, consider whether the other information is materially inconsistent with the consolidated 

financial statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. 

If, based on the work we have performed, we conclude that there is a material misstatement of this other information, 

we are required to report that fact. We have nothing to report in this regard.
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Responsibilities of Management and Those Charged with Governance for the Consolidated Financial 

Statements   

Management is responsible for the preparation and fair presentation of the consolidated financial statements in 

accordance with International Financial Reporting Standards, and for such internal control as management 

determines is necessary to enable the preparation of consolidated financial statements that are free from material 

misstatement, whether due to fraud or error. 

In preparing the consolidated financial statements, management is responsible for assessing the Company’s ability 

to continue as a going concern, disclosing, as applicable, matters related to going concern and using the going 

concern basis of accounting unless management either intends to liquidate the Company or to cease operations, or 

has no realistic alternative but to do so. 

Those charged with governance are responsible for overseeing the Company’s financial reporting process. 

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements  

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole 

are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our 

opinion.  Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 

accordance with Canadian generally accepted auditing standards will always detect a material misstatement when it 

exists.  Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, 

they could reasonably be expected to influence the economic decisions of users taken on the basis of these 

consolidated financial statements. 

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional 

judgment and maintain professional skepticism throughout the audit. We also: 

• Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to

fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is

sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement

resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional

omissions, misrepresentations, or the override of internal control.

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the

Company's internal control.

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and

related disclosures made by management.

• Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on

the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast

significant doubt on the Company's ability to continue as a going concern. If we conclude that a material

uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures in the

consolidated financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions

are based on the audit evidence obtained up to the date of our auditor's report. However, future events or

conditions may cause the Company to cease to continue as a going concern.

• Evaluate the overall presentation, structure and content of the consolidated financial statements, including the

disclosures, and whether the consolidated financial statements represent the underlying transactions and events

in a manner that achieves fair presentation.

• Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business

activities within the Company to express an opinion on the consolidated financial statements. We are responsible

for the direction, supervision and performance of the group audit. We remain solely responsible for our audit

opinion.
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We communicate with those charged with governance regarding, among other matters, the planned scope and 

timing of the audit and significant audit findings, including any significant deficiencies in internal control that we 

identify during our audit. 

We also provide those charged with governance with a statement that we have complied with relevant ethical 

requirements regarding independence, and to communicate with them all relationships and other matters that may 

reasonably be thought to bear on our independence, and where applicable, related safeguards. 

The engagement partner on the audit resulting in this independent auditor's report is Heather Murk. 

Edmonton, Canada 

March 23, 2021 Chartered Professional Accountants 



OneSoft Solutions Inc.  
Consolidated Statements of Financial Position 

 Please see the accompanying notes to the consolidated financial statements.  
6 

Notes
December 31,

2020
December 31,

2019
Assets $ $

Current assets
Cash and cash equivalents 5 7,223,241        6,965,916         
Short term investments 6 - 3,546,123 
Trade and other receivables 7 195,259           52,949 
Prepaid expenses and deposits 59,924             63,523 
Total current assets 7,478,424        10,628,511       

Non-current assets
Property and equipment 8 22,185             18,645 
Intangible assets 9 790,087           1,141,254         
Goodwill 11 155,693           155,693            
Total non-current assets 967,965           1,315,592         

Total assets 8,446,389        11,944,103       

Liabilities and equity

Current liabilities
Accounts payable and accrued expenses 838,959           767,647            
Deferred revenue 12 413,546           1,639,879         
Total current liabilities 1,252,505        2,407,526         

Shareholders' equity
Share capital 13 18,212,350      17,646,248       
Warrants 13 - 135,780 
Contributed surplus 13 2,285,460        1,779,891 
Deficit (13,302,075)    (10,045,993)      
Accumulated other comprehensive (loss) income (1,851)              20,651 
Total equity 7,193,884        9,536,577         

Total liabilities and equity 8,446,389        11,944,103       

Post-reporting date events 22

Approved on behalf of the Board of Directors

Signed “Dwayne Kushniruk”, Director Signed “Doug Thomson”, Chair
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Year Ended           
December 31,

2020

Year Ended           
December 31,

2019
Notes $ $

Revenue 14 4,056,077                 2,711,768                 

Direct costs 921,462                    701,739                    

Gross profit 3,134,615                 2,010,029                 

Operating expenses
Salaries and employee benefits 4,436,348                 3,527,200                 
Sales and marketing 562,727                    460,122                    
General and administration 705,747                    716,052                    
Operating expenses 5,704,822                 4,703,374                 

Software development costs capitalized (50,887)                     (101,974)                   

Operating expenses net of cost capitalization 5,653,935                 4,601,400                 

Operating loss (2,519,320)               (2,591,371)               

Other expense (income)
Stock-based compensation 13 589,241                    663,211                    
Amortization of intangible assets 9 402,075                    386,236                    
Depreciation of property and equipment 8 13,594                       21,124                      
Interest income (114,655)                   (147,415)                   
Foreign exchange loss 26,872                       91,403                      
Scientific Research and Experimental Development claim
  net of professional fees (180,365)                   -                                  

736,762                    1,014,559                 

Loss before income taxes (3,256,082)               (3,605,930)               
Income tax expense (recovery)
  Current 10 -                                  -                                  
  Deferred 10 -                                  -                                  
Income tax expense (recovery) -                                  -                                  

Net loss (3,256,082)               (3,605,930)               

Other comprehensive (loss) income
Foreign exchange (loss) gain on translation of foreign operations (22,502)                     20,651                      

Comprehensive loss (3,278,584)               (3,585,279)               

Net loss per share, basic and diluted
Basic 15 (0.03)                          (0.03)                          
Diluted 15 (0.03)                          (0.03)                          

Weighted average number of shares
Basic 15 114,521,810            108,974,325            
Diluted 15 114,521,810            108,974,325            
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Common 
Shares

Share    
Capital

Contributed 
Surplus Deficit

Accumulated 
Other 

Comprehensive 
Income (Loss) Total

Notes # $ # $ $ $ $ $
Balance, December 31, 2018     101,024,147       9,269,768                 -                 -    1,191,051    (6,440,063)                           -   4,020,756 
Issue of:                    - 
  Common shares 13       11,500,000       9,200,000                 -                 -                    -                      -                           -   9,200,000 
Share issuance costs 13                         -        (973,891)    600,000    135,780                    -                      -                           -     (838,111)
Exercise of stock options 13            416,666          150,371                 -                 -        (74,371)                      -                           -         76,000 
Stock-based compensation                         -                       -                 -                 -       663,211                      -                           -       663,211 
Net loss                         -                       -                 -                 -                    -     (3,605,930)                           -  (3,605,930)
Foreign exchange gain on translation
  of foreign operations                         -                       -                 -                 -                    -                      -                20,651         20,651 
Balance, December 31, 2019     112,940,813    17,646,248    600,000    135,780    1,779,891  (10,045,993)                20,651   9,536,577 

Warrants expiry 13 -                        -                     (600,000) (135,780)       135,780                      -                           -                    - 
Exercise of stock options 13         2,660,000          566,102                 -                 -      (219,452)                      -                           -       346,650 
Stock-based compensation 13                         -                       -                 -                 -       589,241                      -                           -       589,241 
Net loss                         -                       -                 -                 -                    -     (3,256,082)                           -  (3,256,082)
Foreign exchange loss on translation
  of foreign operations                         -                       -                 -                 -                    -                      -              (22,502)       (22,502)
Balance, December 31, 2020     115,600,813    18,212,350                 -                 -    2,285,460  (13,302,075)                (1,851)   7,193,884 

Warrants
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Year ended
December 31,

2020

Year ended
December 31,

2019
$ $

Operating activities
Net loss  (3,256,082)                    (3,605,930)               
Items not involving cash:
   Amortization of intangible assets 402,075                         386,236                    
   Depreciation of property and equipment 13,594                            21,124                       
   Stock-based compensation 589,241                         663,211                    
Net loss adjusted for non-cash items (2,251,172)                    (2,535,359)               

Cash flow from (to) working capital accounts:  
   Trade and other receivables (142,237)                        1,655,149                 
   Prepaid expenses and deposits 3,478                              (7,421)                        
   Accounts payable and accrued liabilities 81,145                            72,073                       
   Deferred revenue (1,254,798)                    991,324                    
Changes in working capital accounts (1,312,412)                    2,711,126                 
Cash flow (used in) provided by operating activities  (3,563,584)                    175,766                    

Financing activities  
Issue of common shares -                                       9,200,000                 
Exercise of stock options 346,650                         76,000                       
Share issue costs -                                       (838,111)                   
Cash flow provided by financing activities 346,650                         8,437,889                 

Investing activities  
Software development costs capitalized (50,887)                          (101,974)                   
Purchase of equipment (17,269)                          (18,995)                     
Trademark registration and purchase of software -                                       (1,130)                        
Cash flow used in investing activities (68,156)                          (122,099)                   

Net change in cash and cash equivalents (3,285,090)                    8,491,556                 

Effect of foreign exchange fluctuation
  on cash and cash equivalents in foreign operations (3,708)                             5,055                         

Cash and cash equivalents, beginning of year 10,512,039                   2,015,428                 

Cash and cash equivalents, end of year 7,223,241                      10,512,039              

Reconciliation of cash and short-term investments:
   Cash and cash equivalents 7,223,241                      6,965,916                 
   Short-term investments -                                       3,546,123                 

7,223,241                      10,512,039              

Supplementary cash flow information $ $
Interest received 185,762                         80,197                       
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1.0 Corporate information  
OneSoft Solutions Inc. (the “Company” or “OSS”) is a public company incorporated in Alberta and its common shares 
are traded on the TSX Venture Exchange under the symbol “OSS” and on the OTCQB market in the USA under 
“OSSIF”. It has its corporate office at Suite 4217, 10230 Jasper Avenue, Edmonton, Alberta, Canada T5J 4P6. The 
Company conducts its operations through its wholly owned and controlled subsidiaries: OneBridge Solutions Canada 
Inc. (“OBS CA”), OneBridge Solutions, Inc. (“OBS USA”) and OneCloudCo Limited (“OCC”). 

On January 1, 2020, OneBridge Solutions Inc. (“OBS”) and CloudCo Solutions Inc. (“CCS”), both wholly owned by OSS, 
were combined through statutory amalgamation to create a new company, OneBridge Solutions Canada Inc. (“OBS 
CA”). OBS was incorporated in Alberta on June 16, 2015 and provides software services to the oil and gas pipeline 
industry consisting of cognitive software solutions incorporating machine learning, predictive analytics and other 
data sciences techniques. CCS was incorporated in Alberta, Canada on July 15, 2014 and provided software 
development services to OCC. It was inactive on the amalgamation date. 

OBS USA was incorporated in the State of Delaware, USA on November 19, 2015. It provides software development 
services to OBS CA and performs sales and marketing activities for OBS CA in the USA and internationally.  

OCC was incorporated in the State of Delaware, USA, on July 18, 2014. OCC discontinued providing software 
solutions to clients in July 2016 and is currently inactive. 

2.0 Basis of presentation 

These consolidated financial statements have been prepared in accordance with International Financial Reporting 
Standards (“IFRS”) as issued by the International Accounting Standards Board (“IASB”). These consolidated financial 
statements present the Company’s financial position and financial results of operations as at and for the years ended 
December 31, 2020 and 2019. They have been prepared and presented in accordance with IAS 1 Presentation of 
Financial Statements.  

The significant accounting policies that have been applied in the preparation of these consolidated financial 
statements are summarized in note 3 below. The functional currency of OBS USA changed to the U.S. dollar effective 
January 1, 2019. These consolidated financial statements are reported in Canadian dollars which is the functional 
currency of the reporting entity, OneSoft Solutions Inc.  

The Board of Directors on March 23, 2021 authorized for issuance these consolidated financial statements for the 
years ended December 31, 2020 and 2019.  

3.0 Significant accounting policies 

Basis of consolidation 

These consolidated financial statements include the financial statements of the Company and its wholly owned 
subsidiaries: OBS CA, OBS USA, and OCC. Subsidiaries are entities over which the Company has control. The Company 
controls the entity when the Company is exposed to or has rights to variable returns from its involvement with the 
entity and has the ability to affect those returns. All subsidiaries have the same reporting date. All intercompany 
transactions between the companies are eliminated upon consolidation.  

Revenue recognition 

The Company’s revenues are generated from monthly subscriptions to use the Company’s software, and from 
related consulting services, and licensing of the Company’s intellectual properties to third parties. Revenue 
comprises the fair value of the consideration received or receivable and is shown net of tax and discounts and after 
eliminating sales within the group. Contracts with customers do not provide for refunds or any other rights of return 
of fees paid for services consumed in the event of cancellation of contract. Payments made in advance of the 
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consumption of subscriptions to use our software or for the provision of related services in future periods may be 
returned if the related contract is cancelled.  

The Company recognizes revenue to depict the transfer of promised services to clients in an amount that reflects 
the consideration to which the Company expects to be entitled in exchange for those services by applying the 
following steps: 

• Identify the contract with a client; 

• Identify the performance obligations in the contract; 

• Determine the transaction price; 

• Allocate the transaction price to the performance obligations; and 

• Recognize revenue when, or as, the Company satisfies a performance obligation. 

Revenue may be earned over time as the performance obligations are satisfied or at a point in time which is when 
the entity has earned a right to payment, the customer has possession of the asset and the related significant risks 
and rewards of ownership, and the customer has accepted the asset or service.  

The Company's arrangements with clients can include multiple performance obligations, which may consist of some 
or all the Company's subscription solutions and other services. When contracts involve various performance 
obligations, the Company evaluates whether each performance obligation is distinct and should be accounted for as 
a separate unit of accounting under IFRS 15, Revenue from Contracts with Customers. In the case of subscriptions 
to use solutions, the Company has determined that clients can benefit from the service on its own, and that the 
service being provided to the client is separately identifiable from other promises in the contract. Specifically, the 
Company considers the distinct performance obligations to be the right to access and use the subscription solution, 
ingest pipeline assessment logs into the solution and use certain functionality in the solution for which a separate 
fee is charged when used. The total transaction price is determined at the inception of the contract and where a 
single contract price is stated, the contract price is allocated to each performance obligation based on their relative 
standalone selling prices.  
 
The Company determines the standalone selling price by considering its overall pricing objectives and market 
conditions. Significant pricing practices taken into consideration for subscription solutions include the size and 
volume of transactions, discounting practices, marketing strategy, historical sales and contract prices. The 
determination of standalone selling prices is made through consultation with and approval by management, who 
also contemplates the Company’s go-to-market strategy. As the go-to-market strategies evolve, the Company may 
modify its pricing practices which could result in changes in relative standalone selling prices. 
 
IFRS 15 requires the capitalization of incremental costs a company incurs when a contract with a customer is 
obtained and if the period to which the contract relates is in excess of one year. To date, the Company has not paid 
incentives for single contract acquisition nor has it incurred other costs specific to one contract. Should such costs 
be incurred, they will be capitalized and amortized over the stated term of the contract including any potential 
renewals and extensions.  

The Company generally receives payment from its clients after invoicing with normal 30-day commercial terms. In 
instances where timing of revenue recognition differs from the timing of invoicing and subsequent payment, the 
Company has determined that the contracts generally do not include a significant financing component. Clients may 
pay the subscription price for the term of the contract in advance of using the services in which case the amount 
paid is recorded as deferred revenue and recognized as revenue when earned.  

If a client is specifically identified as a credit risk, recognition of revenue is stopped except to the extent of fees that 
have already been collected.  
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i. Software as a Service (SaaS) 

Software is provided to customers via a Software as a Service or “SaaS” subscription model which provides customers 
the right to access and use hosted software over a term without taking possession of the software. The parties in 
the contract are identified in a signed agreement which states each party’s rights, performance obligations and 
payment terms. Revenue is recognized monthly over the life of the contract as the performance obligations are 
satisfied through the provision of access to the software and from the software functionality being applied to 
pipeline inspection assessments which the customer has uploaded into the software. For an additional fee, 
customers may choose to apply optional a-la-carte software functionality to their pipeline assessment data. The 
services are invoiced at the end of each month on normal commercial terms. Certain customers may choose to 
prepay the services for a stated period which would be recorded as deferred revenue.  

ii. Pilot Projects 

The Company earns revenue from the conduct of Pilot Projects with customers. Pilot Projects consist of providing 
access to the software for a limited period and assisting the customer to upload their pipeline assessments into the 
solution and providing instruction on how to operate the solution to analyze the assessments and provide reports 
of the condition of the pipeline and current or future corrosion threats to it. Either a fixed fee or no fee may be 
charged, and payment is requested on normal commercial terms. The intent of the Pilot Project is to familiarize the 
customer with the features of the solution to induce them to adopt the solution for long term use.  

iii. Consulting and software development services 

Consulting services revenue arises from the provision of consulting services related to the customer’s use of the 
Company’s software and from software development contracts. A contract states each parties’ rights, terms of 
payment and each parties’ distinct performance obligations. The obligation in a software development contract is 
to create and provide the customer with a working software product which they can benefit from. At the point in 
time when the working software product is delivered to the customer, the obligation is considered to be fulfilled 
and the revenue recognized. 

Direct costs 

Direct costs classify expenses according to their function. Direct costs for pipeline software are comprised of cloud 
platform hosting costs, labour costs of employees and professional services subcontractors providing services to 
customers, and royalties due to third parties for the use of certain embedded third-party intellectual properties in 
the Company’s software solutions. Direct costs are recognized upon the provision of the software or when incurred.   

Stock-based compensation  

The Company has granted stock options to employees and non-employees in varying amounts. Employee stock 
options generally vest one-half immediately and one-half on the anniversary date or equally per year on the 
anniversary date of the grant over a two or three-year vesting period. Certain stock options provided to developers 
vest when product development objectives are achieved. All options have a term to expiry of five years and vested 
options expire 90 days after the employee has left the service of the Company. Awards of stock options to non-
employees result in compensation expense recognized over the shorter of the vesting or related service period. 

The costs of the stock options granted to employees and non-employees are measured at their fair value on the date 
of option grant using the Black-Scholes Option Pricing Model and in consideration of market conditions relating to 
the Company’s shares at the date of the grant. The cost of options is based on the best available estimate of the 
number of share options expected to vest and is recognized over the related vesting period in profit or loss with a 
corresponding credit to contributed surplus. The vesting period for developer stock options is estimated and 
adjusted when the actual vesting date is known. Estimates of forfeitures are subsequently revised if there is any 
indication that the number of share options expected to vest differs from previous estimates. Any cumulative 
adjustment prior to vesting is recognized in the current period and no adjustment is made to prior periods if share 
options ultimately exercised are different to that estimated on vesting. Compensation costs related to forfeited 
options are reversed on the forfeiture date provided the underlying options have not vested. Contributed surplus 
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related to stock options which expire unexercised is reclassified to deficit and remains within the equity section of 
the consolidated statements of financial position.   

When options are exercised, proceeds, net of any directly attributable transaction costs, together with the related 
contributed surplus, are credited to share capital.  

Interest income 

Interest income and expenses are reported on an accrual basis using the effective interest method. 

Investment tax credits 

The Company is entitled to certain Canadian investment tax credits for qualifying research and experimental 
development activities performed in Canada. The credits can be applied against future income taxes payable and 
are subject to a 20 year carry forward period. The investment tax credits are recognized as other income in the year 
in which management is able to estimate the amount expected to be recovered.  

Income taxes 

Income tax expense or recovery recognized in profit or loss represents the aggregate of the current tax and deferred 
tax charges or recovery. The current tax charge is based on taxable profit for the period. Taxable profit or loss differs 
from comprehensive income or loss before tax as reported in the consolidated statements of comprehensive income 
(loss) as it excludes items of income or expense that are taxable or deductible in other years or that are never taxable 
or deductible. Liability for current tax is calculated using tax rates that have been enacted, or substantively enacted, 
by the date of the statement of financial position.  

Current tax assets and/or liabilities comprise those obligations to, or claims from, fiscal authorities relating to the 
current or prior reporting periods, that are unpaid at the reporting date.   

Deferred taxes are accounted for under the liability method. Deferred tax assets and liabilities are recognized for 
the future tax consequences attributable to the temporary differences between the carrying amounts of assets and 
liabilities in the statement of financial position and their respective tax bases and on the carry-forward unused tax 
losses and unused tax credits. Deferred tax assets are recognized to the extent that it is probable that future taxable 
income will be available against which the deductible temporary differences, unused tax losses and unused tax 
credits can be realized.  

Deferred tax assets and liabilities are calculated, without discounting, at tax rates that are expected to apply to their 
respective period of realization, provided they are enacted or substantively enacted by the end of the reporting 
period. The effect on deferred tax assets or liabilities of a change in tax rates is recognized in profit or loss, unless 
related to items directly recognized in comprehensive income or equity, in the period that includes the respective 
enactment date. Deferred tax liabilities are always provided for in full.  The carrying amount of a deferred tax asset 
is reviewed at the end of each reporting period and is reduced to the extent that it is no longer probable that 
sufficient taxable profit will be available to allow the benefit of part or all of the deferred tax assets to be utilized.  

Deferred tax assets and liabilities are offset only when the Company has a right and intention to set off current tax 
assets and liabilities from the same taxation authority.  

Changes in deferred tax assets or liabilities are recognized as a component of tax expense or recovery in profit or 
loss, except where they relate to items that are recognized in other comprehensive income or directly in equity, in 
which case the related deferred tax is also recognized in other comprehensive income or equity, respectively. 

Net income (loss) per share 

Basic net income (loss) per share is calculated by dividing net income (loss) by the weighted average number of 
common shares outstanding. Diluted net income (loss) per share reflects the potential dilution that would occur if 
stock options and warrants were exercised. The treasury method is used for outstanding options and warrants which 
assumes that all outstanding stock options and warrants with an exercise price below the average market price are 
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exercised and assumed proceeds are used to purchase the Company’s common shares at the average market price 
during the reporting period. Diluted amounts are not presented when the effect of the computation is anti-dilutive. 

Cash and cash equivalents 

Cash and cash equivalents consist of cash on hand and balances with banks and short-term investments with original 
maturities of six months or less or when early redemption is possible.   

Short term investments 

Short term investments consist of short-term interest-bearing deposits with financial institutions with an original 
term of six months to one year and are presented at amortized cost.  

Property and equipment  

Property and equipment consist of computers and trade show equipment recorded at cost less accumulated 
depreciation.  

Depreciation is recognized on a straight-line basis over three years as it closely reflects the expected pattern of 
consumption of the future economic benefits embodied in the asset.  

Depreciation is calculated as the difference between the cost and the residual value of the assets over their expected 
useful lives. The useful life of an asset is the period over which the asset is expected to be available for use by the 
Company. The residual value of an asset is the estimated amount that the Company would currently obtain from 
disposal of the asset, after deducting the estimated costs of disposal, if the asset were already of the age and in the 
condition expected at the end of its useful life. Residual values and useful lives are reviewed annually and adjusted 
if appropriate.  

Gains or losses arising on the disposal of property and equipment are determined as the difference between the 
disposal proceeds and the carrying amount of the assets and are recognized in profit or loss. 

Intangible assets 

Costs directly attributable to software being made commercially available are deferred and recognized as intangible 
assets provided they meet all the following recognition requirements: 

• Completion of the intangible asset is technically feasible so that it can be made available for sale; 
• The Company has the intent and ability to complete the intangible asset and use or sell it; 
• The intangible asset will generate probable future economic benefits which requires that there be a market 

for the sale of the right to use the intangible asset; 
• There are adequate technical, financial and other resources to complete the development of the intangible 

asset; and  
• The expenditure attributable to the development of the intangible asset can be measured reliably. 

Development costs capitalized are those associated with our Software-as-a-Service (“SaaS”) based technology 
software. Costs associated with major enhancements providing new capability to the product are also capitalized 
provided they can be reliably measured. Development costs incurred during the research phase of an internal project 
are expensed in the period in which they are incurred as are all costs incurred after the asset has been commercially 
released for customer use. Costs associated with maintaining these intangible assets such as minor updates and 
repairs are expensed as incurred.   

Intangible assets are accounted for using the cost model whereby once the completed product is available for use, 
it is amortized on a straight-line basis over its estimated finite useful life of three to five years.  

Intangible assets include purchased software, which is recorded at cost and amortized on a straight-line basis over 
its estimated finite useful life of one to five years. 
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Residual values, useful lives, and impairment indicators are reviewed at each reporting date. Intangible assets are 
subject to annual impairment testing if they are not being amortized or if they have an indefinite useful life.  

Business combinations and goodwill 

Business combinations are accounted for using the acquisition method. The cost of the business combination is 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 statement of comprehensive 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.  

Provisions  

Provisions are recognized when present obligations as a result of a past event lead to a probable outflow of economic 
resources from the Company and amounts can be estimated reliably. Timing or exact amount of the outflow may 
still be uncertain. A present obligation arises from the presence of a legal or constructive commitment that has 
resulted from past events. Restructuring provisions are recognized only if a detailed formal plan for the restructuring 
has been developed and implemented, or management has at least announced the plan's main features to those 
affected by it. Provisions are not recognized for future operating losses.  

Provisions are measured at the estimated expenditure required to settle the present obligation, based on the most 
reliable evidence available at the reporting date, including the risks and uncertainties associated with the present 
obligation. Where there are a number of similar obligations, the likelihood that an outflow will be required in 
settlement is determined by considering the class of obligations as a whole. Provisions are discounted to their 
present values, where the time value of money is material.  

Any reimbursement that the Company can be virtually certain to collect from a third party with respect to the 
obligation is recognized as a separate asset; however, this asset may not exceed the amount of the related provision.  

All provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. In those cases, 
where the possible outflow of economic resources as a result of present obligations is considered improbable or 
remote, no liability is recognized, unless it was assumed in the course of a business combination. 

Financial instruments 

The Company recognizes financial assets and financial liabilities when it becomes a party to the contractual 
provisions of a financial instrument.  These are initially measured at fair value. Transaction costs that are directly 
attributable to the acquisition or issue of financial assets and financial liabilities other than financial assets and 
financial liabilities at fair value through profit or loss are added to or deducted from the fair value of the financial 
assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the 
acquisition of financial assets or financial liabilities at fair value through profit or loss are recognized immediately in 
profit or loss. 

Financial assets and financial liabilities are subsequently measured as described below. 

i. Financial assets 

After initial recognition and measurement, financial assets are classified into the following categories: amortized 
cost, fair value through other comprehensive income (“FVOCI”) and fair value through profit and loss (“FVPL”). The 
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classification is determined by two factors; the company’s business model and the characteristics of the contractual 
cashflows generated by the instrument. 

Financial assets at amortized cost 

A financial asset is measured at amortized cost if the contractual cashflows to repay the principal and interest are 
made at specific dates and if the Company’s business model is to collect the contractual cashflows. 

Financial assets at amortized cost are subsequently measured using the effective interest rate (“EIR”) method and 
are subject to impairment. Discounting is omitted where the effect of discounting is immaterial. Gains and losses are 
recognized in profit or loss when the asset is derecognized, modified or impaired. 

The Company’s financial assets at amortized cost includes cash and cash equivalents, short-term investments and 
trade and other receivables. 

Financial assets at fair value through other comprehensive income (FVOCI) 

A financial asset is measured at FVOCI if the Company’s business model is both to collect the contractual cashflows 
and sell assets, and the contractual terms of the assets give rise to specified dates for cashflows that are solely 
repayments of principal and interest. 

The Company does not have any financial assets measured at FVOCI. 

Financial asset at FVPL 

A financial asset is measured at FVPL if it cannot be measured at amortised cost or FVOCI. However, at initial 
recognition the Company can make an irrevocable election to initially recognise certain investments in equity 
instruments that would otherwise be measured at FVPL to present subsequent changes in FVOCI. Under IFRS 9 
Financial Instruments, the Company also has the option to designate a financial asset at FVPL if doing so reduces or 
eliminates a recognition or measurement inconsistency. 

The Company does not have any financial assets measured at FVPL. 

Derecognition of financial assets  

A financial asset is derecognised when the Company no longer has the rights to the contractual cashflows due to 
expiration of that right or the transfer of the risks and rewards of ownership to another party. 

Impairment of financial assets 

The Company’s accounts and other receivables are subject to the expected credit loss model under IFRS9 Financial 
Instruments. The Company applies the simplified approach to providing for expected credit losses for its trade 
receivables. 

At each reporting date, the Company assesses whether the credit risk on a financial instrument has increased 
significantly since initial recognition. When making the assessment, the Company uses the change in the risk of a 
default occurring over the expected life of the financial instrument instead of the change in the amount of expected 
credit losses. To make that assessment, the Company compares the risk of a default occurring on the financial 
instrument as at the reporting date with the risk of a default occurring on the financial instrument as at the date of 
initial recognition and considers reasonable and supportable information, that is available without undue cost or 
effort, that is indicative of significant increases in credit risk since initial recognition. Under IFRS 9, cash and cash 
equivalents, short-term investments and trade and other receivables are subject to impairment testing unless their 
ECL is immaterial. 

ii. Financial liabilities 

Loans and borrowings 
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The Company’s loans and borrowings consist of accounts payable and accrued liabilities. After initial recognition, 
loans and borrowings are measured subsequently at amortized cost using the effective interest method.  A financial 
liability is derecognised when it is extinguished, discharged, cancelled or expires. 

All derivative financial instruments that are not designated and effective as hedging instruments are accounted for 
at fair value through profit or loss.   

Derecognition of financial liabilities 

The Company derecognises financial liabilities when the contract is discharged, expired or cancelled. 

Impairment testing of long-lived assets 

For the purposes of testing for impairment, where the recoverable amount of an asset cannot be determined, the 
asset is grouped into a cash generating unit (“CGU”) which is the lowest level for which there is independent cash 
inflows. This results in certain assets being tested for impairment individually and others being tested at the CGU 
level. The Company has determined that it has one CGU. An impairment loss is recognized when the carrying value 
of the individual asset or CGU exceeds its recoverable amount, which is the higher of fair value less costs of disposal 
and value-in-use. Value-in-use is determined by discounting the estimated future cash flows of each asset or CGU 
by an appropriate interest rate to yield the present value. Future cash flows are derived from the Company’s latest 
approved budget, adjusted as necessary to exclude non-repetitive and one-time expenses. Discount factors are 
determined individually for each CGU reflecting their respective risk profiles.  

Impairment losses for CGU’s reduce the carrying amount of any goodwill allocated to that CGU with any remaining 
impairment loss charged pro rata to the remaining CGU assets. With the exception of goodwill, impairment losses 
charged to assets may be reversed when future impairment tests state that the CGU’s recoverable amount exceeds 
its carrying amount. 

Determination of value of shares and warrants issued in private placement  

The Company uses the residual method to determine the fair value of shares and warrants issued in a Private 
Placement. The Company measures the value of warrants by reference to the fair value of the equity instruments at 
the date at which they are granted. Fair value is determined using the Black-Scholes Option Pricing model which 
requires estimating the inputs to the model such as the expected life of the warrants, the historical share price 
volatility, expected dividend yield, risk-free interest rate and making assumptions thereon. Changes in the subjective 
input assumptions can materially affect the fair value estimate. The fair value of the warrants is subtracted from the 
issue price of the shares, or units if sold together, to determine the value of the shares issued in the Private 
Placement. The value of warrants not exercised is transferred to contributed surplus upon expiry. 

Foreign currency translation 

The individual financial statements of each entity are maintained in their functional currency which is the currency 
of the primary economic environment in which the entity operates. These consolidated financial statements are 
presented in Canadian dollars, which is the functional currency of the parent company. 

In preparing the financial statements of the individual entities, foreign currency transactions are translated into the 
functional currency of the respective entity using the exchange rates prevailing at the dates of the transactions. 
Foreign exchange gains and losses arising from the settlement of such transactions and from the remeasurement of 
monetary items at period-end exchange rates are recognized in profit or loss. Non-monetary items measured at 
historical cost are translated using the exchange rates at the date of the transaction and are not retranslated. Non-
monetary items measured at fair value are translated using the exchange rates at the date when fair value was 
determined. 

OCC is a foreign subsidiary which has the Canadian dollar as its functional currency. Under IFRS, all assets and 
liabilities of the foreign operations are translated into Canadian dollars at the period-end exchange rate. Revenues 
and expenses are translated at the rate in effect on the date of the transaction using the average rate as a method 
of approximation. The resulting unrealized gains or losses are included in net income (loss).  
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OBS USA is a foreign subsidiary which has the US dollar as its functional currency. Under IFRS, all assets and liabilities 
of the foreign operations are translated into Canadian dollars at the period-end exchange rate, and revenues and 
expenses are translated using the average rate for the year as a method of approximation. The resulting unrealized 
gains or losses are included in other comprehensive income (loss) until the entity is realized through disposition or 
sale. 

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and 
liabilities of the foreign entity and translated at the closing exchange rate. 

Leases 

Leases maintained by the Company are short term and cancellable upon 30-day notice. In accordance with IFRS 16, 
payments are expensed as incurred. 

4.0 Significant management judgment and estimates in applying accounting policies 

i) Judgments 

Significant management judgments are required when applying the accounting policies of the Company. These may 
have a significant effect on the consolidated financial statements.  

Revenue and deferred revenue 

Revenue is recognized when the revenue recognition criteria expressed in the accounting policy stated above 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 performance obligations. 

Deferred revenue consists of customer prepayments for software subscription contracts and software development 
costs where software is being jointly developed. Revenue generated by fixed-fee service contracts is recognized 
when the contract is complete. 

Software development costs 

Management monitors progress of internal research and development projects.  Significant judgment is required in 
distinguishing research from the development phase.  Development costs are recognized as an asset when all the 
criteria are met, whereas research costs are expensed as incurred.   

The Company capitalizes certain development costs incurred in connection with its internal use software. These 
capitalized costs are related to the development of the software that is hosted by the Company and accessed by its 
clients on a subscription basis. The Company capitalizes all direct and incremental costs incurred during the 
application development phase until such time when the software is substantially complete and ready for its 
intended use. The Company also capitalizes costs related to specific upgrades and enhancements when it is probable 
the expenditures will result in additional features and functionality the Company believes will generate incremental 
revenue. Capitalization ceases when all internal testing is complete, and amortization commences when the 
software is approved for commercial use. Maintenance costs of software are expensed. Judgement is required when 
determining when development is complete, the software may be commercially released and if incremental features 
and functionality will generate enough incremental revenue to warrant capitalization.  

The Company’s management monitors, at each reporting period, whether the recognition requirements for 
development costs continue to be met. This is necessary as the economic success of any product development is 
uncertain and may be subject to future technical problems after the time of recognition.  

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 
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clear indication of functional currency. When IAS 21 factors indicate differing functional currencies within a 
subsidiary, management uses judgment in the ultimate determination of that entity’s functional currency.  

Deferred tax assets 

The assessment of the probability of future taxable income in which deferred tax assets can be utilized is based on 
the Company’s latest approved budget forecast, which is adjusted for significant non-taxable income and expenses 
and specific limits to the use of any unused tax loss or credit. The tax rules in the numerous jurisdictions in which 
the Company operates are also taken into consideration. If a positive forecast of taxable income indicates the 
probable use of a deferred tax asset, especially when it can be utilized without a time limit, that deferred tax asset 
is usually recognized in full. The recognition of deferred tax assets that are subject to certain legal or economic limits 
or uncertainties are assessed individually by management based on the specific facts and circumstances. 

ii) Estimates 

When preparing the consolidated financial statements, management makes estimates and assumptions about the 
measurement of assets, liabilities, income and expenses. Actual results are likely to differ from the estimates and 
assumptions made by management will seldom equal the estimated results and the differences between estimates 
and actual results may be material.  

Impairment   

An impairment loss is recognized as the amount by which an asset's or a CGU's carrying amount exceeds its 
recoverable amount, which is the higher of fair value less cost of disposal and value-in-use. To determine the value-
in-use, management estimates expected future cash flows from each asset or CGU and determines a suitable interest 
rate to calculate the present value of those cash flows. In the process of measuring expected future cash flows, 
management makes assumptions about future operating results. These assumptions relate to future events and 
circumstances.  The actual results may vary and may cause significant adjustments to the Company’s assets within 
the next financial year. Determining the applicable discount rate involves estimating the appropriate adjustment to 
market risk and the appropriate adjustment to asset-specific risk factors.   

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. The carrying amounts are reported in notes 8 and 9. Actual results may vary 
due to technical obsolescence, particularly for computer equipment and internally generated software. 

Provisions 

The amount recognized for provisions is the estimated expense based on management's experience and future 
expectations related to obligations to be provided.  

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, vesting date, expected forfeiture rate and weighted average fair value.   

Measurement of expected credit losses allowance for financial assets 

To test for impairment of financial assets, the Company uses the expected credit loss model, which requires the 
Company to estimate its expected credit losses (“ECL”) and changes in those expected credit losses at each reporting 
date to reflect changes in credit risk since initial recognition of the financial assets. At each reporting date, the 
Company assesses whether financial assets are credit impaired. The Company will consider a financial asset to be in 
default when the indebted party is unlikely to pay its obligations to the Company in full, without recourse by the 
Company to actions such as realizing security (if any). The Company elected to consider that default does not occur 
when a financial asset is 90 days past due as the Company has reasonable and supportable information to 
demonstrate that a more lagging default criterion is more appropriate, and that default risk is not necessarily 
increased. In assessing whether an indebted party is in default, the Company considers indicators that are qualitative 
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(e.g. breach of conditions), quantitative (e.g. overdue status), and data developed internally and obtained from 
external sources. Inputs into the assessment of whether a financial asset is in default and their significance may vary 
over time to reflect these circumstances. 

Scientific research and experimental development claims 

Assumptions are made in respect of the eligibility of certain software development projects in the calculation of 
scientific research and experimental development (“SR&ED”) investment tax credits which are presented in other 
expense (income) in the consolidated statement of comprehensive loss. SR&ED claims are subject to audits by 
relevant taxation authorities and the actual amount may change depending on the outcome of such audits. 

5.0 Cash and cash equivalents 
Cash and cash equivalents are comprised of the following:  

December 31,
2020

December 31,
2019

$ $
Cash at bank:

Short-term deposits (USD) 258,502              271,317                       
Short-term deposits (CDN) 258,201              229,716                       
Interest-bearing deposits 3,007,019           850,499                       
Interest bearing investments (CDN) 2,320,046           3,991,649                    
Interest bearing investments (USD) 1,366,801           1,609,799                    
Restricted cash (USD) 12,672                 12,936                          

Cash and cash equivalents 7,223,241           6,965,916                     
The restricted cash is a security deposit for issuance of credit cards to the Company.  

6.0 Short term investments 
Short term investments consist of interest-bearing deposits with financial institutions with an original term of six 
months to one year. 

December 31
2020

December 31,
2019

$ $
Guaranteed investment certificates, maturing from February 21, 2020 to 
   June 4, 2020, with interest rates ranging from 2.09% to 2.40% -                            3,546,123                    

-                            3,546,123                    

 
7.0 Trade and other receivables 

December 31, 
2020

December 31, 
2019

$ $
Trade receivables 7,740                   37,035                 
Sales tax and other receivables 187,519              15,914                 
Trade and other receivables 195,259              52,949                  
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8.0 Property and equipment  
Computer 
equipment

Office furniture 
and equipment Total

$ $ $
Cost
Balance at December 31, 2018 56,808               1,934                   58,742             
Additions 13,982               5,013                   18,995             
Effect of foreign exchange (1,408)                -                            (1,408)              
Balance at December 31, 2019 69,382               6,947                   76,329             
Additions 17,269               -                            17,269             
Disposals (13,498)              -                            (13,498)            
Effect of foreign exchange 919                     -                            919                   
Balance at December 31, 2020 74,072               6,947                   81,019             

Depreciation and impairment
Balance at December 31, 2018 (36,306)              (1,264)                  (37,570)            
Depreciation (16,288)              (4,836)                  (21,124)            
Effect of foreign exchange 1,010                  -                            1,010               
Balance at December 31, 2019 (51,584)              (6,100)                  (57,684)            
Depreciation (13,331)              (263)                     (13,594)            
Disposals 13,498               -                            13,498             
Effect of foreign exchange (470)                    (584)                     (1,054)              
Balance at December 31, 2020 (51,887)              (6,947)                  (58,834)            

Carrying amount
As at December 31, 2019 17,798               847                      18,645             
As at December 31, 2020 22,185               -                            22,185             
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9.0 Intangible assets 

Internally 
generated 

software Software Trademark

License 
agreement 

and 
customer list Total

$ $ $ $ $
Cost
Balance at December 31, 2018 1,959,334    616,022        18,980          174,672        2,769,008    
Addition, separately acquired -                     -                     1,130            -                     1,130            
Software development costs capitalized 101,974        -                     -                     -                     101,974        
Effect of foreign exchange -                     -                     (212)              -                     (212)              
Balance at December 31, 2019 2,061,308    616,022        19,898          174,672        2,871,900    
Software development costs capitalized 50,887          -                     -                     -                     50,887          
Effect of foreign exchange -                     -                     -                     -                     -                     
Balance at December 31, 2020 2,112,195    616,022        19,898          174,672        2,922,787    

Amortization and impairment
Balance at December 31, 2018 (556,247)      (610,589)      (2,976)           (174,672)      (1,344,484)   
Amortization (379,934)      (2,227)           (4,075)           -                     (386,236)      
Effect of foreign exchange -                     74                  -                     -                     74                  
Balance at December 31, 2019 (936,181)      (612,742)      (7,051)           (174,672)      (1,730,646)   
Amortization (395,583)      (1,908)           (4,584)           -                     (402,075)      
Effect of foreign exchange 26                  (5)                   -                     -                     21                  
Balance at December 31, 2020 (1,331,738)   (614,655)      (11,635)         (174,672)      (2,132,700)   

Carrying amount
As at December 31, 2019 1,125,127    3,280            12,847          -                     1,141,254    
As at December 31, 2020 780,457        1,367            8,263            -                     790,087         
At December 31, 2020, the Company, in accordance with its policy made the assessment that there were no 
indicators of impairment.  

No impairment charges were recorded in the current year and prior year related to intangible assets.  

10.0 Income tax expense 

(a) Income tax expense 

Year ended
December 31,

2020

Year ended
December 31,

2019
$ $

Current tax expense (recovery)
  Current year -                                     -                                  
Deferred tax expense (recovery )
Origination and reversal of temporary differences (618,673)                     (668,083)                   
Change in tax rates and rate differences 14,663                         132,867                     
Change in unrecognized deductible temporary differences 604,010                       535,216                     
Income tax expense reported in the 
  statements of comprehensive loss -                                     -                                   
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The actual income tax provision differs from the expected amount calculated by applying the Canadian combined 
federal and provincial corporate tax rates to income before tax. These differences result from the following: 

Year ended
December 31,

2020

Year ended
December 31,

2019
$ $

Income tax (recovery) expense at statutory rate of 24.0% (2019 - 26.5%) (781,460)                   (955,572)                  
Increase (decrease) resulting from:
  Non-taxable items 119,568                    163,118                   
  Change in unrecognized deferred tax assets 604,010                    535,216                   
  Change in tax rates and rate differences 14,663                      149,119                   
  Effect of tax rate in foreign jurisdictions 43,219                      108,119                   

 Income tax expense (recovery) -                                  -                                  
(b) Recognized deferred tax assets and liabilities 

Deferred tax assets are attributable to the following: 
December 31,

2020
December 31,

2019
$ $

Tax loss carryforwards 179,976                     259,594                     
Deferred tax assets 179,976                     259,594                     
Set off of tax (179,976)                   (259,594)                   
Net deferred tax asset -                                   -                                    

Deferred tax liabilities are attributable to the following: 
December 31,

2020
December 31,

2019
$ $

Intangible assets (177,784)                    (258,076)                    
Property and equipment (2,192)                         (1,518)                         
Deferred tax liabilities (179,976)                    (259,594)                    
Set off of tax 179,976                      259,594                      
Net deferred tax liability -                                   -                                    
(c) Unrecognized deferred tax assets 

Deferred tax assets have not been recognized in respect of the following items because, based on historical 
performance, it is not probable that future taxable profit will be available against which the Company can utilize the 
benefits. The non-capital loss carryforwards begin to expire in 2034. 

Deferred tax assets have not been recognized in respect of the following items: 
December 31,

2020
December 31,

2019
$ $

Deductible temporary differences 2,570,128         950,991             
Non-capital loss carryforwards 9,708,473         7,205,763         

12,278,601       8,156,754          



OneSoft Solutions Inc.  
Notes to the Consolidated Financial Statements 
Years ended December 31, 2020 and 2019 

 
24 

(d) Scientific research and experimental development investment tax credits (“ITCs”) 

The Company has available to it $424,655 (2019 - $nil) ITCs to offset future federal income taxes payable. The ITCs 
expire in 2038 and 2039. The deferred tax benefit associated with the ITCs have not been recognized in the 
consolidated financial statements.  

11.0 Goodwill 

The carrying amount of goodwill is analyzed as follows: 
December 31, 

2020
December 31,

2019
$ $

Gross carrying amount 
Balance, beginning and end of year 155,693                155,693                 

Goodwill of $155,693 arising from the acquisition of the assets and liabilities of Bridge Solutions Inc. on July 17, 2015 
is allocated to Cognitive Integrity Management pipeline software CGU (“CIM”). 

The Company performed its annual impairment test as at December 31, 2020 (prior year – December 31, 2019). The 
recoverable amount of the CIM CGU was determined based on value in use. These calculations used pre-tax cash 
flows covering a five-year period based on financial budgets and forecasts approved by management using expected 
average annual revenue growth of the CIM product in its intended market of 22.0% (2019 - 37.5%), working capital 
adjustments based on ratios reported by publicly traded software companies and a risk adjusted discount rate of 
29.4% (2019 - 29.4%). The growth rates, working capital ratios, and the discount rate are the key assumptions in the 
calculation of the value in use. Key assumptions also include budgeted profit margins. No expected efficiency 
improvements have been considered and changes to prices and wages reflect forecasts of inflation for the Company. 

The recoverable amount of the CIM CGU exceeded its carrying amount. The Company believes the recoverable 
amount is most sensitive to the risk-adjusted discount rate and the planned growth in revenue. If the risk adjusted 
discount rate were to exceed 74.2% (2019 - 73.7%) for the CIM CGU, or if the planned revenue growth were to 
decrease by 8.7% (2019 - 18.2%) for the CIM CGU, the CGU’s carrying amount would exceed its recoverable amount 
and the Company would record an impairment charge. 

12.0 Deferred revenue 

Deferred revenue can be summarized as follows:  

December 31,
2020

December 31,
2019

$ $
Beginning of year 1,639,879                   703,056                       
New contracts 1,849,192                   2,343,847                   
Applied or consumed (3,032,901)                  (1,347,776)                  
Effect of foreign exchange (42,624)                        (59,248)                        
End of year 413,546                       1,639,879                    

Deferred revenue represents prepayments for the right to access and use the Company’s software in future periods.  

13.0 Share capital 

Share capital represents the nominal value of common shares that have been issued. Cumulative transaction costs 
of $1,293,365 incurred as of December 31, 2020 ($1,293,365-December 31, 2019) associated with the issuing of 
shares are deducted from share capital and warrants, net of any related income tax benefits.   
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Authorized 

Unlimited number of common shares with no par value 

Unlimited number of preferred shares with no par value 

Common shares 

On April 25, 2019, the Company closed a short form prospectus offering, on a bought-deal basis, of 11,500,000 
common shares at $0.80 per share to raise gross proceeds of $9,200,000. The underwriters received a cash 
commission equal to 6% of the gross proceeds of the Offering and 600,000 share purchase warrants. Each warrant 
entitled the holder to purchase one Common Share at a price of $1.00 prior to April 26, 2020. Underwriters’ 
commissions and expenses, legal fees and cost of broker warrants totaled $973,891. The net proceeds are being 
used by the Company to accelerate new product development, marketing and sales initiatives, and for working 
capital and general corporate purposes.  

Preferred shares 

The authorized preferred shares may be issued in one or more series and the directors are authorized to fix the 
number of shares in each series and to determine the designation, rights, privileges, restrictions and conditions 
attached to the shares of each series.  

There are no preferred shares outstanding.  

Warrants 
December 31, 2020  December 31, 2019 

  

Number of 
warrants 

#  

Weighted average 
exercise 

price 
$  

Number of 
warrants 

#  

Weighted average 
exercise 

price 
$ 

Balance, beginning of year  600,000  1.00  -  - 
Issued  -  -  600,000  1.00 
Expired  (600,000)  1.00     
Balance, end of year  -  -  600,000  1.00 
 

Warrants issued in the year ended December 31, 2019 are described above under Common shares.  

The fair value of the Warrants issued in the private placements was determined using the Black-Scholes Option 
Pricing Model using the following weighted average grant date assumptions:  
 

December 31, 2019
Grant date stock price 0.84$                        
Risk free interest rate 1.54%
Expected volatility 83.0%
Annual dividend rate 0%
Expected life (yrs.) 1
Fair value 0.226$                       
These warrants expired on April 25, 2020 without exercise. The fair value allocated to these warrants was transferred 
to contributed surplus upon expiry. 

Stock-based compensation, options exercised and changes in Stock Option Plan  

On May 20, 2020, the Company approved a stock option plan which allows the grant of stock options equal to 10% 
of the issued and outstanding common shares of the Company provided the plan is approved annually at the general 
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meeting of the shareholders. Stock options have been issued to directors, employees and consultants with vesting 
periods of immediate to three years and terms of 5 years at prices reflective of the trading price of the Company 
shares on the TSX Venture Exchange at time of grant. On December 31, 2020, the maximum number of stock options 
that may be granted was 11,560,081 (December 31, 2019 – 11,294,081). The number of options available under the 
Plan for granting purposes as at December 31, 2020 was 2,025,080 (December 31, 2019 – 1,124,080).  
 

 

 

Options Outstanding  Options Exercisable 

 
 

As at 

Exercise 
price 
$ 

Outstanding 
number 
of share 
options 

#  

Weighted 
average 
exercise 

price 
$  

Weighted average 
remaining 

contractual 
life in years 

#  

Stock 
option  

# 

       Weighted 
average 
exercise 

price 
$ 

December 31, 2020 0.15 – 0.20 1,613,334  0.17  0.58  1,613,334 0.17 
 0.21 – 0.27 1,896,667  0.23  1.11  1,880,001 0.23 
 0.28 – 0.48 2,375,000  0.43  2.62  1,800,000 0.43 
 0.49 – 0.92 3,650,000  0.60  3.41  1,950,003 0.65 
December 31, 2020  9,535,001  0.41  2.28  7,243,338 0.38 
          
December 31, 2019 0.10 – 0.14     1,870,000  0.10  0.40  1,870,000 0.10 
 0.15 – 0.20 2,333,334  0.18  1.40  2,333,334 0.18 
 0.21 - 0.27 1,966,667  0.23  2.10  1,883,336 0.23 
 0.28 – 0.48 1,800,000  0.43  3.01  1,416,667 0.44 
 0.49 – 0.92 2,200,000  0.66  3.96  566,670 0.72 
December 31,2019    10,170,001  0.32  2.19  8,070,007 0.26 
 

  

Number of Weighted average Number of Weighted average
share exercise share exercise

options price options price
# $ # $

Outstanding, 
  beginning of year 10,170,001 0.32 9,186,667 0.25
Granted 2,125,000 0.49 1,400,000 0.76
Exercised (2,660,000) 0.13 (416,666) 0.18
Forfeited (100,000) 0.67                          -                                     -   
Outstanding, 
  end of year
Options exercisable, 
  end of year

10,170,001 0.32

December 31, 2020 December 31, 2019

9,535,001 0.41

0.267,243,338 0.38 8,070,007
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The fair value of the employee stock options granted was determined using the Black Scholes Option Pricing Model 
using the following weighted- average factors: 

December 31,
2020

December 31,
2019

Weighted average share price $0.49 $0.76
Risk-free interest rate 0.31% 1.60%
Expected volatility 87.83% 81.90%
Expected dividend yield Nil% Nil%
Expected life (years) 3.56                              3.34                              
Expected forfeiture rate 5.82% 5.55%
Weighted average fair value $0.29 $0.43  

Compensation expense in respect of stock options for the year ended December 31, 2020 was $589,241 (December 
31, 2019 - $663,211). 

14.0 Segmented reporting 

Operating segments are identified based on internal reports that are regularly reviewed by the Company’s chief 
operating decision maker, the Chief Executive Officer. The Company has a single reporting segment which is the sale 
of subscriptions to use its software and provision of software related services.  

The following table presents revenue from contracts with customers disaggregated by geographic location, service 
type and contract type to depicts how the nature, amount, timing and uncertainty of revenue and cash flows could 
be affected by economic factors.   

Segments
Year ended

December 31,
2020

Year ended
December 31,

2019
$ $

Primary geographical markets
U.S.A. 4,035,234 2,705,518
Australia 14,593 -                                      
Canada 6,250 6,250

4,056,077 2,711,768

Major services:
Subscriptions to use software 3,872,678 2,705,518
Software related services 85,613 -                                      
Software licensing and production trials 97,786 6,250

4,056,077 2,711,768

Timing of revenue recognition
Services transferred at a point in time 1,981,120 1,071,233
Services transferred over contract term 2,074,957 1,640,535

4,056,077 2,711,768

Revenue

 
                

The Company earned revenue from some customers, each of whom comprised greater than 10% of its revenue. 
During the year ended December 31, 2020 and 2019, revenue from these customers was as follows: customer A 
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$1,080,483 (December 31, 2019 - $1,026,417), customer B $2,038,095 (December 31, 2019 - $511,010), and 
customer C $425,890 (December 31, 2019 - $382,271. The amount receivable from these customers at December 
31, 2020 was $nil (December 31, 2019 - $11,324).  

The Company’s non-current assets (other than financial instruments) are divided into the following geographical 
areas: 

 December 31,
2020 

 December 31,
2019 

$ $
Canada
   Property and equipment 15,727                            12,074                            
   Intangible assets 789,167                         1,139,101                      
   Goodwill 155,693                         155,693                         
Total Canada 960,587                         1,306,868                      
United States
   Property and equipment 6,457                              6,571                              
   Intangible assets 921                                  2,153                              
Total United States 7,378                              8,724                               

15.0 Loss per share  

The basic loss per share has been calculated by dividing the loss attributable to equity holders of the parent company 
by the weighted average number of ordinary shares issued and outstanding during the year. 
 

December 31,
2020

December 31,
2019

# #
Weighted average shares outstanding-basic 114,521,810 108,974,325
Weighted average shares outstanding-diluted 114,521,810 108,974,325

December 31,
2020

December 31,
2019

$ $
Net loss (3,256,082)                 (3,605,930)               

Net loss per share:
  Basic (0.03)                            (0.03)                         
  Diluted (0.03)                            (0.03)                         

 
The following potential ordinary shares are anti-dilutive and are therefore excluded from the weighted average 
number of ordinary shares for the purposes of diluted loss per share: 
 

December 31,
2020

December 31,
2019

# #
Issued:
Stock options 9,535,001               10,170,001              
Share purchase warrants -                                600,000                     

16.0 Financial instruments 

16.1. Categories of financial instruments 
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The carrying amounts presented in the statement of financial position relate to the following categories of assets 
and liabilities:  
 
 

  December 31, 
2020 

December 31, 
2019 

Financial assets    $ $ 
   Cash and cash equivalents  7,223,241 6,965,916 
   Short-term investments at amortized cost  - 3,546,123 
  Trade and other receivables  195,259 52,949 
  7,355,416 10,564,988 

 
  December 31, 

2020 
December 31, 

2019 
Financial Liabilities    $ $ 
   Accounts payable and accrued liabilities   838,959 767,647 

 

Measurement of fair value 

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

16.2. 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 
headquarters, 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. 

16.2.1  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.  
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December 31,
2020

December 31,
2019

$ (USD) $ (USD)
Cash and cash equivalents 1,537,186           804,412               
Trade and other receivables 17,603                 30,967                 
Accounts payable and accrued liabilities (251,790)              (165,421)              
Total exposure 1,302,999           669,958                

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 year ended December 31, 2020 (year ended 
December 31, 2019 - 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, 2019 - 10%) would have 
had the following applicable positive or negative impact on net (loss) income: 

Profit Equity
$ $

December 31, 2020 29,171                 29,171            
December 31, 2019 8,115                    8,115                

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. 

16.2.2 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 December 31, 2020, approximately 92.8% (December 31, 2019 – 92.8%) of 
the Company’s cash balances were held in interest bearing bank balances and fixed interest rate GICs.  

Profit Equity
$ $

December 31, 2020 49,157                 49,157            
December 31, 2019 73,257                 73,257             
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16.2.3 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,
2020

December 31,
2019

$ $
Classes of financial assets - carrying amounts:

Cash and cash equivalents 7,223,241           6,965,916           
Short-term investments -                             3,546,123           
Trade and other receivables 195,259               52,949                 
Carrying amount 7,418,500           10,564,988          

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 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

Allowance 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

 

Gross trade and 
other receivables

Allowance for 
doubtful accounts

Net trade and other 
receivables

$ $
Current 35,481                      -                                 35,481                      
Past due 30 to 60 days 17,468                      -                                 17,468                      
Total 52,949                      -                                 52,949                      

December 31, 2019

 

 

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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16.2.4 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, 2020 - $838,959 (December 31, 2019 - $767,647). 

The Company considers cash flows from financial assets of $7,418,500 (December 31, 2019 - $10,564,988) in 
assessing and managing liquidity risk. The Company’s existing cash resources and trade receivables (see note 16.2.3) 
exceed its current cash outflow requirements. Cash flows from trade and other receivables are contractually due 
within two months.  

17.0 Capital management policies and procedures 

The Company is managing its capital structure to provide sufficient capital to maintain its current operations and to 
continue with the development of new and existing products. The Company’s capital consists of equity, bank 
balances and accounts receivable. Cash is managed by selling software subscriptions for cash or invoiced with short 
credit terms and actively collecting accounts receivable. Company policy precludes any investment into financial 
instruments offered by banks or other institutions where the principal may be at risk. Financial information is 
reviewed regularly by Company management and is overseen by the Board of Directors. As at December 31, 2020, 
cash and cash equivalents balances were $7,223,241 (December 31, 2019 - $6,965,916), short-term investments 
were $nil (December 31, 2019 - $3,546,123) and equity was $7,193,884 (December 31, 2019 - $9,536,577). The 
Company is focused on increasing OneBridge revenue.  

The Company is not subject to any externally imposed capital requirements. There have been no changes to the 
Company’s approach to capital management for the years reported.  

18.0 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,

2020

Year ended
December 31,

2019
$ $

Salaries, benefits, management fees and directors' fees 1,097,833                1,080,908                    
Stock based compensation 275,528                    306,604                       
Total 1,373,361                1,387,512                    

Stock based compensation is the amount of expense recognized in the consolidated Statements of Comprehensive 
Loss relating to the identified key management and directors. Included in accounts payable and accrued liabilities is 
$157,987 (December 31, 2019 – $167,945) due to key management personnel.  
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19.0 Commitment 

In December 2017, the Company and a major client entered into a contract to transform the client’s on-premise 
pipeline asset management software to a remote-access, SaaS software application to be offered to customers. The 
contract successfully concluded in December 2018. The Company provisionally owns the software, which will 
become absolute provided minimum royalties of U.S. $2.25 million are paid based on revenue generated by rights 
to use the components of the software in the ten-year period ending December 20, 2027. In the year ended 
December 31, 2020, royalty expense of US $167,078 (December 31, 2019 – US $99,575) was recorded.  

20.0 Contingency 

On July 27, 2020, OBS CA filed a Statement of Claim (the “Lawsuit”) against Cylo Technologies Incorporated ("Cylo") 
and its principals. Under a Software License Agreement (“SLA”) signed October 24, 2014, Cylo is a licensee of 
intellectual property owned by OBS CA.  The Lawsuit alleges multiple breaches of the SLA including interfering with 
OneBridge’s rights of ownership of its intellectual property, non-payment of royalties and unspecified commercial 
damages. The Company is seeking compensation for the business damages, payment of the unpaid royalties and 
injunctions restricting the principals of Cylo from competing with OBS CA. Management believes it is prudent for the 
Company to continue to vigorously protect value for shareholders by protecting all its intellectual property, including 
all legacy and current technologies and related contractual rights.  

The Lawsuit is currently in process. A provision has not been made for future legal expenses nor for any benefit the 
Company may eventually realize from this action, as no estimate of award is probable. 

21.0 Assessment of the impact of the COVID-19 pandemic on our business 

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 stability. 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 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 the virus and treat the disease; 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.  

22.0 Post reporting date events 

On March 8, 2021, the Company’s subsidiary, OneBridge Solutions Canada Inc., completed the acquisition of a 
pipeline risk evaluation application from an individual in the USA. The total cost of this acquired software was 
$205,800, which included a cash payment of US$100,000 and an issuance of 120,000 shares of the Company’s 
common stock with a market value of C$0.66 per share on the date that both parties agreed to the purchase and 
sale of this intellectual property.   

Subsequent to year end, the Company has received $1,179,784 from new customers and $671,548 from existing 
customers as advance payments for the right to access and use CIM in 2021.  
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