tracesafe

Management’s Discussion and Analysis
Forward-Looking Information

Except for statements of historical fact relating to TraceSafe Inc. (“TraceSafe”, “TSF” or the “Company”),
certain statements contained in this MD&A constitute forward-looking information, future oriented
financial information, or financial outlooks (collectively "forward looking information") within the
meaning of Canadian securities laws. Forward-looking information may relate to this document and
other matters identified in the Company’s public filings, TraceSafe’s future outlook and anticipated

events or results and in some cases, can be identified by terminology such as "may", "will", “could”,

nn non nm n n u ”.on

"should", "expect", "plan", "anticipate", "believe", "intend", "estimate", “projects”, "predict",
"potential”, "targeted", "possible", "continue", "objective" or other similar expressions concerning
matters that are not historical facts and include, access to sufficient capital resources, the timing and
amount of future development projects, the timing of cash flows, capital and operating expenditures,
the timing of receipt of permits, employee relations, availability of financing and any and all other
timing, development, operational, financial, economic, legal, regulatory and political factors that may
influence future events or conditions. Such forward-looking statements are based on a number of
material factors and assumptions, including, but not limited in any manner, those disclosed in any other
of TraceSafe’s public filings, availability and final receipt of required approvals, licenses and permits,
ability to acquire sufficient working capital to complete technology development projects, access to
adequate services and supplies, economic conditions, foreign currency exchange rates, interest rates,
access to capital and debt markets and associated cost of funds, availability of a qualified skilled work
force, positive employee relations, lack of social opposition and legal challenges, and the ability to settle
disputes. While TraceSafe considers these assumptions to be reasonable based on information currently
available to it, they may prove to be incorrect. Actual results may vary from such forward-looking
information for a variety of reasons, including but not limited to risks and uncertainties disclosed in
other TraceSafe’s filings. Forward-looking statements are based upon management’s beliefs, estimate,
and opinions on the date the statements are made and other than as required by law, TraceSafe does
not intend and undertakes no obligation to update any forward-looking information to reflect, among
other things, new information or future events.
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The following management’s discussion and analysis (“MD&A”) of TraceSafe Inc. (the “Company”), is
prepared as of May 16, 2022, and should be read together with the audited consolidated annual
financial statements and related annual MD&A for the year ended December 31, 2021.

For the purpose of preparing this MD&A, Management in conjunction with the Board of Directors,
considers the materiality of information. Information is considered material if: (i) such information
results in or would reasonably be expected to result in a significant change in the market price or value
of the Company’s common shares; (ii) there is substantial likelihood that a reasonable investor would
consider it important in making an investment decision; or (iii) it would significantly alter the total mix of



information available to investors. Management in conjunction with the Board of Directors evaluates
materiality with reference to all relevant circumstances, including potential market sensitivity.

Further information about the Company and its operations is available on SEDAR at www.sedar.com.
All amounts in this MD&A are expressed in United States dollars unless otherwise noted.
Description of Business

TraceSafe Inc. was incorporated on December 22, 2010 under the Business Corporations Act of British
Columbia as a private company and continued into the British Virgin Islands on December 18, 2013.

The registered office of TSF is Craigmuir Chambers, P.O. Box 71, Road Town, Tortola, British Virgin
Islands.

TraceSafe has a 100% voting interest in Jucca Holdings Limited, Wishland Properties Limited, and
TraceSafe Canada Inc. (newly incorporated as of March 1, 2021).

TraceSafe Inc. owns 70% of the voting shares of the subsidiary TraceSafe Asia Pacific Pte Ltd. The
Company required a local director to manage the day-to-day operations and who is a representative of
the Company but retains control and beneficial ownership.

TraceSafe Inc. owns 100% of the voting shares of the subsidiary TraceSafe Technologies Inc. and issued
non-voting shares to WiSlica Inc. (“WiSilica”) as part of the acquisition transaction that closed on May
12, 2020. As of September 30, 2021, WiSilica owned approximately 9% of the issued and outstanding
common shares of TraceSafe Technologies Inc., and 100% of its issued and outstanding preferred shares.

Jurisdiction of Date of Percent  Voting

Incorporation Incorporation Owned Rights
TraceSafe Inc. British Virgin Islands December 22, 2010
Jucca Holdings Limited British Virgin Islands February 1, 2013 100% 100%
Wishland Properties Limited British Virgin Islands March 5, 2013 100% 100%
TraceSafe Technologies Inc. Nevada, United States April 21, 2020 8.2% 100%
TraceSafe Asia Pacific Pte Ltd. Singapore August 5, 2020 70% 70%
TraceSafe Canada Inc. British Columbia, Canada March 1, 2021 100% 100%

Overall Objective

The Company’s strategic focus is to provide location-aware intelligent devices using innovative loT
technology and energy-efficient devices. The Company is also focused on developing a new suite of
products for different markets. These new applications include: Asset Tracking, Pandemic Response,



Contactless Payments, Keyless Entry & Access Control, Venue Management, Workplace Safety, and
Energy Consumption & Emissions Monitoring.

Currently, TraceSafe’s leading cloud management solution ensures both user privacy and
comprehensive administrative control. TraceSafe is deployed in mission-critical quarantine applications
around the world in partnership with leading governments. In addition to their government work,
TraceSafe is developing leading-edge solutions for Enterprise, Healthcare, and large-scale venue
management.

TraceSafe is currently pivoting towards higher levels of software support revenue in addition to ongoing
hardware sales.

Cruise Lines

The positive trend in 2021 revenue growth from the cruise industry for safety, efficiency and compliance
products has led to the Company’s cautious optimism. Current opportunities signed through 2021
address volume sales for setup and product delivered to three major cruise lines. Although the
Company'’s cruise ship clients remain materially impacted by the ongoing COVID-19 pandemic, the
Company believes that a more consistent and predictable pattern will emerge in Q2/Q3 2022 when
fleets move to their pre-pandemic schedules. In addition, as the cruise industry advances out of
pandemic protocols, new opportunities for the Company’s technology are being discussed to increase
digital guest transformations.

SafeSite Product Line
Solar-powered sensors manage operational challenges by targeting specific safety concerns in high-risk
sectors, like construction sites. The SafeSite Solution includes the identification of hazards and workers’

safety knowledge gaps. This solution won Singapore’s National Innovation Challenge (NIC), providing the
Company with a Singapore government grant in Q3/Q4 of 2022. The target markets for this solution are
Singapore and Japan.

Security Prowling Audit (SPA) Solution

The Company’s Security Prowling Audit solution allows building owners to identify the KPI compliance of
contracted security teams. This solution has been implemented in Malaysia’s Eco-city and acts as a
catalyst for the Company to move into green and smart building services. The Company is also deploying
a water discharge monitoring system using smart sensors.

Tier 1 Semiconductor Manufacturer

The Company was responsible for a global deployment of active tags in Semiconductor Manufacturer
factories and offices for rapid and efficient contact/social distancing safety measurement policy
enforcement. A new product line was created in collaboration with the client to better support their
operational needs. The product line addresses Human Resources training and identifies potential
training gaps.

Southeast Asian Conglomerate
A large Southeast Asian Conglomerate, primarily focused on technology, defense and engineering,
received 120,000 wristbands in 2020 and is now using TraceSafe’s software via a monthly subscription




model. Revenue estimates for software access and support is almost half a million per quarter. This
customer is currently under contract through March 31, 2022.

Selected Financial Information

The following tables provide selected annual and quarterly financial information in accordance with
IFRS. All amounts are expressed in US Dollars.

Total Operating Comprehensive Loss per
Three Months Ended Total Revenue Expenses Income (Loss) Share

March 31, 2019 - (144,585) (144,585) (0.01)
June 30, 2019 - (215,581) (215,581) (0.01)
September 30, 2019 - (130,650) (130,650) (0.01)
December 31, 2019 - (197,357) (197,357) (0.01)
March 31, 2020 - (848,780) (833,383) (0.04)
June 30, 2020 516,274 (962,019) (940,397) (0.03)
September 30, 2020 1,085,291 (878,243) (511,341) (0.02)
December 31, 2020 1,833,332 (3,585,483) (5,439,911) (0.13)
March 31, 2021 1,287,175 (4,051,679) (4,017,808) (0.08)
June 30, 2021 3,399,309 (1,994,564) (1,806,850) (0.01)
September 30, 2021 5,964,623 (1,383,933) 1,061,630 0.03
December 31, 2021 2,301,434 (2,127,879) (3,019,279) (0.23)

Development

In order to meet customer requirements and improve the quality of its products, TraceSafe has
continuous development and engineering costs. A breakdown of these costs is as follows:

Period

Development &
Engineering Expense

April 1 —June 30, 2020

July 1 —September 30, 2020
October 1 — December 31, 2020
January 1 - March 31, 2021
April 1 —June 30, 2021

July 1 —September 30, 2021
October 1 — December 31, 2021

430,052
402,633
333,337
455,914
441,077
496,422
458,372

Dividend Payment

Since its incorporation, the Company has not paid any cash dividends on its outstanding common

shares. Any future dividend payment will depend on the Company’s financial needs to fund its
programs, future growth, and any other factors the board may deem necessary to consider. It is highly

unlikely that any dividends will be paid in the near future.



Results of Operations for the Year Ended December 31, 2021
Revenue increased to $12,952,541 compared to the 2020 comparable period amount of $3,559,959.
Cost of sales increased to $7,477,200 compared to the 2020 comparable period amount of $2,021,415.

Research and development activity increased to $1,851,785, compared to the 2020 comparable period
amount of $1,166,022, due to continuous development from WiSilica and the subsequent business
development and technology development activity conducted by the Company after acquisition.
WiSilica provides development engineering, hardware, software and other support services for the
development of the Atmosic, Dialog and LTEM-Bridge projects currently being developed. The planned
expansion of development is part of a long-term development plan to provide technological solutions
beyond the initial quarantine management and contract tracing for governments, sports teams,
companies and other entities as each is required to address the resumption of activity issues during the
global pandemic. Development of the product and software platform have extended the Company’s
offering to additional uses including the transportation and hospitality industries. WiSilica is a related
party as one of the principals, Mr. Dennis Kwan is a significant shareholder of WiSilica and is now the
CEO of TraceSafe Technologies Inc.

Personnel, payroll and consultants increased to $3,842,887 compared to $1,026,881 in 2020. The
increase is due to expansion of operations.

Professional fees increased to $1,426,201 compared to $608,852 in 2020 due to the expansion of
operation.

Interest increased to $662,423 compared to the 2020 comparable period amount of $213,165. This is
due to increase in the usage of the receivables factoring facility.

Market Expansion

Sales and Engineering are focused on pivoting the TraceSafe platform to other data and location-based
services. Current areas of expansion are asset tracking, carbon emissions tracking, employee time and
attendance, marketing analytics, and worker safety. For customers currently using TraceSafe’s contact
tracing hardware in the coming months, developments have been made to include add-ons to the
various TraceSafe devices, such as including RFID access control modules and the option of rechargeable
batteries.



Liquidity and Capital Resources

At December 31, 2021, the Company had a working capital deficit of $2,270,636, compared to a working
capital of $593,736 for the same period of 2020. This decrease is due to a combination of increase in
Accounts Payable and deferred revenue and decrease in Accounts Receivable, prepaids.

All the current accounts payable and accrued liabilities are due and payable within 12 months.

The Company’s working capital amounts are as follows:

December 31, December 30,

2021 2020

Cash S 356,665 $ 556,990
Restricted term deposit 51,543 51,330
Accounts Receivable 510,245 2,017,770
Prepaids 343,408 820,062
Inventory 556,962 -
Deferred contract asset 209,429 -
Accounts Payable (2,387,692) (1,328,737)
Due to related party - (1,990)
Loans Payable (756,275) (1,467,785)
Deferred Revenue (1,154,921) (53,918)
S (2,270,636) S 593,722

Receivables Factoring

On November 3, 2020, the Company entered into a working capital facility agreement for a factoring
facility of $1,500,000. On June 29, 2021, the Company entered a factoring facility for additional
$1,500,000. Discount fees of 2.7% of the issued invoice amount of purchased receivable for 0-30 days
outstanding and 0.09% of the invoice amount of purchased receivable will be charged to the Company
per day past thirty days outstanding. Tracesafe has ended the agreement with the factoring facility in
January 2022 and was paid out with the proceeds of a convertible-note offering.

It was deemed necessary to enter this agreement in order to decrease the lag time of payment being
received from customers. As orders have increased in size and number, cash was needed to purchase
raw materials for new contracts. The current turnover time between purchasing raw materials and
receiving payment from the customer is estimated to be 90 days.



Off-Balance Sheet Arrangements

The Company has not engaged in any off-balance sheet arrangements such as: obligations under
guarantee contracts, a retained or contingent interest in assets transferred to an unconsolidated entity,
any obligation under derivative instruments or any obligation under a material variable interest in an
unconsolidated entity that provides financing, liquidity, market risk or credit risk support to the
Company or that engages in leasing, hedging or research and development services with the Company.

Proposed Transactions and Change of Business

As is typical with a change of business, the Company is continually reviewing potential merger,
acquisition, investment and joint venture transactions and opportunities that could enhance
shareholder value. Currently, there are no material transactions being pursued or negotiated by the
Group that are not otherwise disclosed herein.

Going Concern

The assessment of the Company’s ability to continue is a going concern and the ability to fund potential
operations involves significant judgements based on historical experience and other factors including
expectation of future events that are believed to be reasonable under the circumstances.

The Company's continued existence is dependent upon its ability to secure contracts and the
achievement of profitable operations, or the ability of the Company to raise additional financing.

These consolidated financial statements have been prepared on a basis which assumes the Company
will continue to operate for the foreseeable future and will be able to realize its assets and discharge its
liabilities in the normal course of operations. In assessing whether this assumption is appropriate,
management takes into account all available information about the future, which is at least, but not
limited to, twelve months from the end of the reporting period. This assessment is based upon planned
actions that may or may not occur for a number of reasons, including the Company’s own resources and
external market conditions.

The Company will require additional financing through various means, including but not limited to
equity financing, to continue to pursue its development plans and to meet its general and administrative
costs. There is no assurance that the Company will be successful in raising the additional required funds.
These conditions represent a material uncertainty that may cast significant doubt regarding the
Company’s ability to continue as a going concern. In the event that the Company is not able to secure
additional financing and continue as a going concern, material adjustments would be required to the
carrying value of assets and liabilities and the balance sheet classification used.



Related Party Transactions

Related parties include the Board of Directors, corporate officers, close family members, key
management personnel, significant shareholders and enterprises that are controlled by these individuals
as well as certain persons performing similar functions in material subsidiaries. This includes those
persons having authority and responsibility for planning, directing and controlling the activities of the
Company as a whole and its subsidiaries.

December 31, December 31,
2021 2020
Management Fees 812,420 430,938
Professional Fees 157,754 79,228
Share-based compensation 75,775 736,062
S 1,045,949 S 1,246,228

WiSilica is a non-voting majority shareholder of TraceSafe Tech, in addition, the Chief Executive Officer
of TraceSafe Tech is a significant shareholder of WiSilica. The transactions incurred with WiSilica during
the years ended December 31, 2021 and 2020 include the following:

December 31, December 31,
2021 2020

Inventory purchases, included in costs of sale 867,975 1,096,507
Research and development 2,491,390 1,166,022
Finance charge 1,706 103,343
Other administration cost, included general 43,500
and administration 97,444

S 3,404,571 S 2,463,316




Share Capital and Outstanding Share Information

Authorized capital
The authorized capital of the company consists of unlimited common shares without par value.

The holders of common shares are entitled to receive dividends which may be declared from time to
time, and are entitled to one vote per share at TSF’'s meetings. All shares are ranked equally with regards
to the Company's residual assets.

The equity structure of the group represents the equity structure of the legal parent.

Issued share capital
Information with respect to outstanding common is as follows:

WilSilica has the ability to convert their shares of TraceSafe Technologies Inc. to TraceSafe Inc. at a value
of 1:1. As of December 31, 2021, WiSilica holds the following shares in TraceSafe Technologies Inc.:

Number of Common Stock

Class & Kind of Share Shares Equivalent

Class B — Non-Voting Common Stock 12,974,305 12,974,305
Class A — Preferred Stock - -
Class B — Preferred Stock - -
12,974,305 12,974,305

Critical Accounting Policies and Estimates

The preparation of the Consolidated Financial Statements requires management to make estimates and
assumptions about the future that affect the amounts recorded in the Consolidated Financial
Statements and accompanying notes. These estimates and assumptions are based on the Company’s
experience and Management’s expectations about future events that are believed to be reasonable
under the circumstances, and they are continually being evaluated based on new facts and experience.
Actual results may differ from these estimates and assumptions. The effect of a change in accounting
estimate is recognized prospectively in the period of change and future periods if the change impacts
both periods.

Board Purpose and Function
The directors and management of the parent company have extensive experience operating and taking
projects through to various stages of business and technological development. There is a balanced

representation of directors with operational, corporate, and financial backgrounds.

The Board’s purpose is to ensure corporate governance, risk, strategy, and shareholder interests are
prioritized at all times. The Board currently consists of five directors.



Risk Factors

The following risk factors, and the information incorporated by reference herein, should be considered
carefully. These risk factors could materially and adversely affect the Company’s future operating results
and could cause actual events to differ materially from those described in forward-looking statements
relating to the Company.

Financial Instruments

The Company's financial instruments consist of cash, accounts payable, accrued liabilities, and amounts
due to related parties. Given their short-term nature, the fair value of these instruments approximates
their carrying value. It is management’s opinion that the Company is not exposed to significant credit
risks arising from these financial instruments.

Risk management

The Company’s activities expose it to a variety of risks including interest rate risk, credit risk, liquidity
risk, and commodity price risk. Reflecting the current stage of development of the Company’s various
projects, the Company’s overall risk management program focuses on facilitating the Company’s ability
to continue as a going concern and seeks to minimize potential adverse effects on the Company’s ability
to execute its change of business plan. Risk management is the responsibility of the finance function.
Material risks are identified and monitored and are discussed by senior management and with the Audit
Committee and the Board of Directors.

Interest rate risk

Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

The Company’s exposure to market risk for changes in interest rates relates primarily to the Company’s
fixed rate current accounts in the bank and borrowings. As of the reporting date, the Company has not
adopted sensitivity analyses to measure interest rate risk due principally to the fact that the Company
has no floating rate financial assets and liabilities.

Credit risk

Credit risk refers to the potential loss arising from any failure by counterparties to fulfill their
obligations, as and when they fall due. It is inherent to the business as potential losses may arise due to
the failure of its customers and counterparties to fulfill their obligations on maturity periods or due to
adverse market conditions. The Company’s financial assets exposed to credit risk are primarily
composed of cash. Maximum exposure is equal to the carrying values of these assets. The Company’s
cash is held at a large financial institution.

Liguidity risk

Liquidity risk encompasses the risk that the Company cannot meet its financial obligations. The
Company actively manages its operating cash flows and the availability of funding so as to ensure that all
repayment and funding needs are met. As part of its overall prudent liquidity management, the
Company maintains sufficient levels of cash and cash equivalents to meet its working capital
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requirements. At the current period ended, the Company had a working capital deficit. The Company
will need to raise additional funding in the next 12 months to be able to meet its current obligations.

Foreign exchange risk

During the period, the Company’s subsidiaries operate in various jurisdictions where many of its
transactions are denominated in other currencies. Accordingly, the results of operations and financial
position of the Company are subject to changes as the exchange rate between the US dollar (“USD”) and

the other currencies fluctuates. The Company’s policy is to manage its foreign financial assets and
liabilities using the best available foreign currency exchange rates. Due to the minimal activity of the
Company and its subsidiaries, foreign exchange risk is believed to be limited.

Dependence on Key Personnel, Contractors, and Service Providers

Shareholders of the Company rely on the good faith, experience, and judgment of the Company’s
management, contractors, and service providers in supervising and providing for the effective
management of the business and the operations of the Company, including the selection and
development of new investment and expansion opportunities. The Company may need to recruit
additional qualified contractors and service providers to supplement existing management. The
Company will be dependent on a relatively small number of key persons, the loss of any one of whom
could have an adverse effect on the Company.

Value of Our Common Shares

The value of the Company’s common shares could be subject to significant fluctuations in response to
variations in quarterly and annual operating results, the success of the Company's business strategy,
competition, or other applicable regulations.

Additional Funding and Financing Risk
Additional funds will be required for future technology development and investment. There is no
assurance that sufficient equity financing will be available at reasonable terms to the Company. In

addition, any future equity financings by the Company may result in substantial dilution for existing
shareholders.

Conflicts of Interest
Certain Directors of the Company also serve as Directors of other companies involved in technology

development. Consequently, there exists the possibility that such Directors will be in a position of
conflict of interest. Any decision made by such Directors involving the Company are made in accordance
with their duties and obligations to deal fairly and in good faith with the Company and such other
technology companies. In addition, such Directors will declare, and refrain from voting on, any matter in
which such Directors may have a material conflict of interest.

Regulatory Matters
The Company's business is subject to various federal, provincial, and local laws governing financial

system technology development, taxes, labor standards, occupational health and safety, and other
regulatory matters. Development of technologies are also potentially subject to various federal,
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provincial, and local laws and regulations relating to the protection of the financial monetary markets. A
violation of these laws may result in the imposition of substantial fines and other penalties.

Litigation Risk

Disputes are common in the technology industry where patents, processes, and know-how are being
developed and as such, in the normal course of business, the Company may be involved in various legal
actions and proceedings which arise from time to time, some of which may be substantial. However,
there is no assurance that the Company’s insurance arrangements will be sufficient to cover claims that
may arise in the future. Furthermore, the Company may be subject to the risk of claims and legal actions
for various contractual matters, primarily arising from alleged intellectual property infringement, in
respect of which insurance is not available.

Insufficient Revenues
As of the date of this MD&A, the Company did not have sufficient revenues to cover its operating costs.
All of the Company's short to medium-term development and investment project funding must be

derived from its existing cash position or from external financing.

New Business Venture and Technology Adoption Risk

There is no assurance that the Company will be successful in transitioning to new business ventures,
that the technology being developed will be adopted by intended end users, or that the Company’s
operations will eventually become profitable.

Potentially Dilutive Loans from Related Parties and Other Related Party Transactions Risk
Historically, the Company had signed loan agreements and debt settlement agreements with individual
investors and related parties to raise cash to continue to fund operations. In addition, upon settlement

of the loan through the issuance of shares, existing shareholders are potentially significantly diluted.
Furthermore, the investment in Airbeam is a related party transaction as the current Director and CEO is
also a Director of Airbeam.

Reliance on WiSilica, a significant related party and other related party transactions
With the acquisition of TraceSafe’s technology, the Company is highly reliant on key personnel of

WiSilica to conduct its business. Specifically, the Company relies on WiSilica staff to organize all
production activity and development activity. Any disruption or disputes with WiSilica may result in
significant negative impact to its performance. Furthermore, there is a high level of related party
activity with WiSilica.

Strategy and Outlook
The Company remains committed to the creation of shareholder value. The directors and management
have a wide entrepreneurial network which provides a range of future opportunities. The focus will be

on projects and sectors that attract investor interest and offer significant growth potential.

Other Information
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Other information and additional disclosure of the Company’s technical reports, material change
reports, new releases, and other information may be found on the SEDAR website at
https://www.sedar.com.

Corporate Office
Craigmuir Chambers, P.O. Box 71,

Road Town, Tortola,
British Virgin Islands.
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