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MANAGEMENT’S DISCUSSION AND ANALYSIS 

This Management’s Discussion and Analysis (this “MD&A”) provides a review of the results of operations, financial 

condition and cash flows for Venzee Technologies Inc. (“Venzee” or the “Company”) for the three and twelve month 

period ended December 31, 2020.  

This document should be read in conjunction with the information contained in the Company’s audited consolidated 

financial statements and related notes for the year ended December 31, 2020 (the “2020 Financial Statements”), 

which have been prepared in accordance with International Financial Reporting Standards (“IFRS”) as issued by 

the International Accounting Standards Board ("IASB"). Unless otherwise indicated, all dollar (“$”) and “USD” 

amounts and references in this MD&A are in U.S. dollars, and references to “CAD” or “CAD$” are to Canadian 

dollars.  

Unless otherwise stated, in preparing this MD&A the Company has taken into account information available to it up 

to the date of this MD&A, April 27, 2021, being the date the Company’s board of directors (the “Board”) approved 

this MD&A and the 2020 Financial Statements. All quarterly information contained herein is unaudited. Additional 

information about the Company can be found in the Company’s filings with securities regulatory authorities, which 

are available under the Company’s profile on SEDAR at www.sedar.com. 

CAUTIONARY NOTE REGARDING FORWARD LOOKING INFORMATION 

This MD&A contains “forward-looking information” within the meaning of applicable Canadian securities legislation. Forward-

looking information includes, but is not limited to, statements with respect to our objectives and the strategies to achieve these 

objectives, as well as information with respect to our beliefs, plans, expectations, anticipations, estimates and intentions. Generally, 

forward-looking information can be identified by the use of forward-looking terminology such as “plans”, “expects” or “does not 

expect”, “is expected”, “budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or “does not anticipate”, or 

“believes”, or variations of such words and phrases or state that certain actions, events or results “may”, “could”, “would”, “might” 

or “will be taken”, “occur” or “be achieved”.  

Forward-looking information is provided for the purposes of assisting the reader in understanding the Company and its business, 

operations, prospects and risks at a point in time in the context of historical and possible future developments and therefore the 

reader is cautioned that such information may not be appropriate for other purposes. 

Forward-looking information is based upon a number of assumptions and is subject to a number of known and unknown risks and 

uncertainties, many of which are beyond our control, which could cause actual results to differ materially from those that are 

disclosed in or implied by such forward-looking information. These risks and uncertainties include, but are not limited to, the risk 

factors which are discussed in greater detail under “Risk Factors and Uncertainties”. 

Although the forward-looking information contained herein is based upon what we believe are reasonable assumptions, readers are 

cautioned against placing undue reliance on this information since actual results may vary from the forward-looking information. 

Certain assumptions were made in preparing the forward-looking information concerning availability of capital resources, business 

performance, market conditions, and customer demand. Consequently, all of the forward-looking information contained herein is 

qualified by the foregoing cautionary statements, and there can be no guarantee that the results or developments that we anticipate 

will be realized or, even if substantially realized, that they will have the expected consequences or effects on our business, financial 

condition or results of operation. Unless otherwise noted or the context otherwise indicates, the forward-looking information 

contained herein is provided as of the date hereof, and we do not undertake to update or amend such forward-looking information 

whether as a result of new information, future events or otherwise, except as may be required by applicable law. 
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OVERVIEW 

Venzee’s mission is to unlock shareholder value by creating and selling increasingly intelligent supply chain 

technology to Consumer Brands. 

Venzee unlocks value for Consumer Brands by providing solutions that remove friction from critical points in the 

global supply chain. Our Mesh Connector™ technology displaces inefficient, costly, labor-driven supply chain 

processes in favor of endlessly scalable, automated, machine-driven solutions. 

Venzee is a market disruptor. We are the alternative to 1970s-era manual and pooled data approaches Consumer 

Brands had no choice but to use to share product information with retailers. 

As a smart tech SaaS platform (Software as a Service), Venzee delivers modern solutions that enable Consumer Brands 

to communicate product information buyers demand at the speed of commerce today. Venzee replaces manual effort 

with hyper efficient, machine-driven integration that enables Consumer Brands to connect with more selling channels 

with less effort and less cost. 

Venzee’s services are typically paid by Consumer Brands directly or through a content management service that has 

a contract-based partner agreement with Venzee. Consumer Brands pay a monthly recurring fee for each retail 

destination they choose. Venzee offers clients the ability to integrate with any retailer quickly. 

Venzee’s Mesh Connectors™ empower brands to practice transparency, accountability, and social responsibility by 

guaranteeing a seamless flow of accurate, updated information from producer to consumer. Venzee is building the 

foundation for an enlightened consumer culture where instantly accessible and accurate product data will be 

normalized, demanded, and expected. Venzee is shaping a brighter future for supply chains where both brands and 

consumers win.  

The Company’s market introduction sales strategy is initially focused on acquiring a “footprint of Mesh Connectors” 

within a target organization, be they a consumer brand, partner or retailer. Initially, the Company is prepared to 

discount its pricing to acquire this “initial footprint” of Mesh Connectors within an enterprise as this approach is 

designed to lower “buying” resistance to the adoption of a new technology. Additionally, the Company believes that 

once installed, a client company will adjust its technical processes to support the more efficient Venzee Mesh 

Connector environment, further embedding the Venzee solution such that the client company will acquire more Mesh 

Connectors. The Company believes that “initial discounting” is a superior strategy as the key Venzee value proposition 

metric is centered on the recurring monthly revenue model as expressed in “life time value” of a customer. Furthermore 

the “initial discounting” approach also supports the “upselling” of client’s post-integration of the initial sale. The 

Company believes that as traction and market adoption increases, discounting will be reduced and eventually 

eliminated and may position the Company to raise its prices as demand escalates.   

 

OUTLOOK  

The Company’s focus for fiscal 2021 is to increase revenues by developing and executing on strategic selling partner 

engagements and expanding the number of available retail channel integrations. Together, selling partner engagements 

and retail integrations significantly expand the Company’s revenue growth opportunities. Our sales partners act as a 

“force multiplier” for our marketing and sales efforts, validating and endorsing our platform and promoting our value 

proposition across a wide customer base.  

On March 11, 2020, the World Health Organization categorized COVID-19 as a pandemic. The economic effects 

within the Company’s industry and in the global markets, include disruptions in the Company’s ability to provide its 

services to its clients. The measures introduced at various levels of government to curtail the spread of the virus (such 

as travel restrictions, closures of non-essential municipal and private operations, imposition of quarantines and social 
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distancing) to date have not had a material impact on the Company’s operations and ability to access capital. Although 

Company’s management does not expect any further effects, the full extent of the impact of this outbreak and related 

containment measures on the Company’s operations cannot be reliably estimated at the date the MD&A.  

 

SUMMARY OF SIGNIFICANT EVENTS 

General highlights 

Venzee was created in 2014 and has since focused on its mission: to unlock the potential of global commerce by 

eliminating inefficient and labor-intensive processes used to distribute consumer-relevant product information across 

the global supply chain. On January 5, 2018, after the completion of a reverse takeover, the Company was trading its 

common shares on the TSX Venture Exchange (“TSXV”) under the symbol “VENZ”.  

The Venzee platform was built to provide an efficient, modern, SaaS-based syndication solution. It automates product 

content distribution, accelerates Consumer Brand retail channel expansion, improves retail margin, and deeply 

engages consumers with more accurate, relevant, and actionable product information. 

Venzee’s commercial platform development commenced after extensive review of specific retail industry procedures 

and virtual round tables with vendors and retailers. Venzee launched a beta version of its content exchange platform 

in April 2016 and attracted a number of well-established companies to experiment with the platform and launch pilot 

projects. With little to no marketing, companies from a number of countries soon began using Venzee’s platform.  

In late 2017 Venzee launched its initial Mesh product framework. The Mesh approach was designed and architected 

as an enterprise-class solution to meet the data transformation needs for retailers, consumer brands, manufacturers, 

global trade services, and others reliant on the security and efficiency of the blockchain framework. The Mesh 

architecture imports, merges, and transforms data from existing systems before writing to blockchain networks, greatly 

simplifying the process of integrating blockchain networks with conventional databases. Following development of 

the Mesh product and supporting intellectual property, Venzee filed a provisional patent application covering the 

product and its relationship to regular databases and blockchain networks. 

In the back half of 2020 Venzee made several improvements to its technology and released updates that allowed the 

company to expand the number of retailers available to Consumer Brands utilizing the Venzee platform. The Company 

also branded its core product offering as Mesh Connectors™ and began to communicate its goals for sales of Mesh 

Connectors™ and its progress against those goals. 

Venzee’s Mesh Connector™ product complements Venzee’s existing application programming interface (“API”) and 

expands the range of options consumer brands, retailers, and CMS partners have for connecting with or integrating 

the Venzee platform into content collection or distribution workflows. 

Recent Developments (2020) 

During the year, the Company raised a total of CAD $4,317,000 by way of three separate non-brokered private 

placements: 

● In January 2020, at a price of CAD $0.05 per unit raising CAD $915,000 issuing 18,300,000 units; 

● In May 2020, at a price of CAD $0.05 per unit raising CAD $1,402,000 issuing 28,040,000 units; 

● In December 2020, at a price of CAD $0.055 per unit raising CAD $2,000,000 issuing 36,363,636 units. 
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In addition, there were a number of other significant development for the Company, including: 

● In February 2020, the Company added Thomas Linden to its board of directors, replacing Markus 

Westerholz. Mr. Linden has held senior posts at Deloitte and Touche LLP and a wealth of experience on 

mergers and acquisitions, IPO’s, public financings and growth strategies; 

● In March 2020, the Company joined the Chicago-based COVID-19 Innovation Coalition to offer advanced 

supply chain services, technical resources, and relevant logistics expertise to suppliers and health care 

providers facing unprecedented demand amid the Novel Coronavirus outbreak. The COVID-19 Innovation 

Coalition is a network of entrepreneurs, software developers, engineers, designers, and industry experts 

providing the City of Chicago, local hospitals, and other entities with relevant expertise to facilitate fast, new 

responses for front-line challenges affecting our populations. 

● In April 2020, the Company reported three CMS partners were fully integrated with Venzee's cloud-based 

content distribution platform. These channel partner integrations actively use Venzee's AI to automate and 

distribute product information to selected retailers. Venzee channel partners actively promote the Company's 

services to brands and manufacturers who may benefit from the automation of broadly distributed and 

accurate product information to retailers. These integrated channel partners have resulted in a material 

increase in revenue-generating work orders for retail connections which, once completed, generate monthly, 

compounding, recurring revenue in line with the Company's SaaS-model growth plan.  

● The Company completed in July 2020 a business and revenue model pivot to a Software as a Service (SaaS) 

model. Work on this pivot began in August 2019 and was critical to move the Company away from a negative 

margin business that prioritized costly, unsustainable, and labor-heavy consulting service engagements. 

● Under its SaaS model, the Company recognized initial revenue based on sales of its Mesh Connector™ 

product in December 2020 and communicated Mesh Connector™ sales targets for 2021 and 2022. 

In line with its pivot to a SaaS business and revenue model, the Company began in August 2020 a “Market 

Introduction” sales strategy. The strategy allows rapid deployment of a set of its Mesh Connector™ product within a 

Consumer Brand or partner sales target. Rapid deployment speeds requisite testing and more quickly moves a 

Consumer Brand or partner to complete operational dependance on Mesh Connectors™. 

Because there exists a high correlation between operational dependance and low customer churn, the Company is 

prepared to discount pricing to acquire an initial footprint of Mesh Connectors™ within a sales target. This approach 

is designed to lower resistance to the adoption of a new technology. Additionally, the Company believes that once 

installed, a client company will adjust its processes to support a more efficient Mesh Connector™ environment – 

further embedding the Company’s unique operational solution such that the client company will continually acquire 

an increasing number of Mesh Connectors™.  

The Company believes initial list price discounting – as part of a Market Introduction sales strategy – best supports 

continued growth of its key monthly recurring revenue (MRR) metric.  

The Company believes further that as traction and market adoption increases, discounting will be reduced or 

eliminated and may position the company to raise its prices as demand escalates. 

As at December 31, 2020, the Company satisfied and made available through its platform, more than 300 retail 

destinations and had built a pipeline of saleable Mesh Connectors™ across more than a dozen Fortune 500 brands of 

more than 400.  
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SELECTED FINANCIAL INFORMATION 

Selected financial information of the Company for the three and twelve months ended December 31, 2020 and 2019 is set 

forth below.  

 

For the quarter ending December 31, 2020, revenues were $8,746 (2019 - $15,271) a decrease of approximately 

43%. For the 2020 fiscal year, revenue is down $128,266 or 78% from $163,602 in 2019.  

Net loss decreased during the three and twelve months ended December 31, 2020, as compared to the prior year 

periods. The decrease is primarily the result of cost cutting measures employed during the year where the Company 

(i) decreased headcount throughout all segments of the business, (ii) decreased legal and professional needs as well as 

investor relation campaigns, and (iii) limited marketing expenses.  

Net loss for the three months ended December 31, 2020 was $458,163 (2019 - $1,762,727) and for the twelve months 

was $1,762,727 (2019 - $3,310,818). 

The Company’s asset base was $1,415,382 at December 31, 2020 and $170,143 at December 31 2019. The increase 

in asset base is the result of the cash raised through three private placements during the year.  

 

 

DISCUSSION OF OPERATIONS 

Comparison of the Three Months Ended December 31, 2020 and 2019 

 

 

Comparison of the Twelve Months Ended December 31, 2020 and 2019 

 

 

2020 2019 2020 2019

Revenue 8,746$                        15,271$                35,336$               163,602$             

Operating costs 464,578$                    570,071$              1,721,442$          3,247,823$          

Net loss (458,163)$                   (589,181)$            (1,762,727)$         (3,310,818)$         

Total assets 1,415,382$                 170,143$              1,415,382$          170,143$             

Basic and diluted EPS (0.00)$                         (0.00)$                  (0.01)$                  (0.03)$                  

For the Three Months Ended December 31, For the Year Ended December 31,

2020 2019 Variance % Change

Revenue 8,746$               15,271$             (6,525)$              (43%)

Cost of revenue 20,122$             23,941$             (3,819)$              (16%)

Selling and marketing 164,256$           151,550$           12,706$             8%

General and administrative 191,890$           357,860$           (165,970)$          (46%)

Research and development 76,307$             84,602$             (8,295)$              (10%)

Interest expense -$                   1,632$               (1,632)$              (100%)

For the Three Months Ended December 31,

2020 2019 Variance % Change

Revenue 35,336$             163,602$           (128,266)$          (78%)

Cost of revenue 44,496$             186,428$           (141,932)$          (76%)

Selling and marketing 720,340$           675,012$           45,328$             7%

General and administrative 652,493$           1,886,122$        (1,233,629)$       (65%)

Research and development 348,609$           686,689$           (338,080)$          (49%)

Interest expense 4,604$               4,631$               (27)$                   (1%)

For the Year Ended December 31,
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Revenue 

During the year, the Company changed its revenue strategy from working directly with companies that manufacture 

goods. It switched to creating partnerships with Product Information Management (“PIM”) suppliers who are the 

intermediaries between the manufacturing companies and the on-line retailers, increasing its scope and reach to the 

marketplace and reducing the customization efforts needed to get products to the on-line market. The change in 

revenue strategies has stagnated the revenues for fiscal 2020, but the expectation is that revenue potential and access 

to larger marketplace will improve in future period’s revenues dramatically. The Company is now working with a 

handful of key PIM partners rather than countless individual manufacturers. The PIM partners will be contracting with 

the individual manufacturers offering a suite of services, one being the Venzee platform. 

Selling and marketing 

The decrease in selling and marketing expense for the twelve months ended December 31, 2020, as compared to the 

prior year was primarily the result of (i) reduced need for sales and marketing teams with the change in sales strategies, 

(ii) less focus on branding and sales events, and (iii) reduced travel and meals and entertainment costs to support sales 

teams. As the year progressed, the Company increased its sales and marketing efforts to add partnerships, resulting in 

the expenses increasing for the three month period when comparing year over year. 

 

General and administrative 

The decrease in general and administrative expense for the twelve months ended December 31, 2020 as compared to 

the prior year period was a direct result of a whole scale change in the operations of the business with the change in 

sales strategy. Staffing levels have been brought down dramatically as well as the operational and overhead costs. The 

annual operational cost reductions were as follows: 

 

 

Research and development 

The decrease in research and development expense for the three and twelve months ended December 31, 2020 as 

compared to the prior year period was primarily the result of reduced contractor and consultant fees in connection 

with the Company’s change in sales strategy during the year.  

 

2020 2019 Change %

Administration  $                      108,852  $               209,653 (100,801)$        (48%)

Advertising, promotion and marketing                             12,138                     43,477 (31,339)            (72%)

Depreciation                             16,810                     35,538 (18,728)            100%

Director fees                                      -                       50,870 (50,870)            (100%)

Employees and contractors                       1,056,335                2,180,830 (1,124,495)       (52%)

Gain on extinguishment of debt (14,243)                                                      -   (14,243)            100%

Interest expense                               4,604                       4,631 (27)                   (1%)

Investor relations                           165,681                   253,004 (87,323)            (35%)

Legal and professional fees                           175,717                   140,205 35,512             25%

Loss on disposal of equipment                             24,954                             -   24,954             100%

Share-based compensation                           136,728                   237,113 (100,385)          (42%)

Software and support tools                             50,567                     86,997 (36,430)            (42%)

Travel and entertainment                             15,424                     45,674 (30,250)            (66%)

 $                   1,753,567  $            3,287,992 (1,534,425)$     (47%)

For the Year Ended December 31,
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SUMMARY OF QUARTERLY RESULTS 

The following financial data for each of the eight most recently completed quarters has been prepared in accordance 

with IFRS: 

 
 

 

LIQUIDITY AND CAPITAL RESOURCES 

 

The consolidated financial statements for the year ended December 31, 2020 have been prepared by management on 

a going concern basis which assumes that the Company will be able to realize its assets and discharge its liabilities in 

the normal course of business for the foreseeable future. The Company has incurred ongoing losses and expects to 

incur further losses in the development of its business. At December 31, 2020, the Company had a working capital of 

$1,268,106, had not yet achieved profitable operations and has an accumulated deficit of $16,949,677 since its 

inception. The continuing operations of the Company are dependent upon its ability to continue to raise adequate 

financing and to commence profitable operations in the future and repay its liabilities arising from normal business 

operations as they become due. While the Company has been successful in securing financings in the past, there is no 

assurance that it will be able to do so in the future. 

The Company is actively considering different financing options to provide additional capital for the Company to 

meet its business objectives. Although the Company has, in the past, been successful in obtaining financing, there are 

inherent risks related to the Company’s ability to raise capital in the future and there is no assurance that the Company 

will be able to continue to do so in the future on similar terms as past financings, or at all. The Company’s common 

shares involve a high degree of risk, which could affect our ability to attract investors should additional financings be 

required. See "Outlook & Going Concern", above, and "Business Risks and Uncertainties" below. 

 

Subsequent events 

Subsequent to December 31, 2020, the Company: 

● Issued 834,977 common shares upon the exercise of stock options for gross proceeds of CAD $75,164.  

● Issued 17,013,200 common shares upon the exercise of warrants for gross proceeds of CAD $1,717,212. 

● Issued 1,000,000 stock options to a director. Each stock option is exercisable for one common share at $0.13 

until February 26, 2026. 

● Issued 2,600,000 stock options to a consultant and employees. Each stock option is exercisable for one 

common share at $0.26 until March 30, 2026. 

March 31, June 30, September 30, December 30,

2019 2019 2019 2019

Revenue 54,560$               59,073$               34,598$               15,371$               

Net loss (1,050,472)           (997,169)              (673,996)              (589,181)              

Total assets 389,597               (921,781)              233,409               170,143               

Basic and diluted loss per (0.01)$                  (0.01)$                  (0.01)$                  (0.00)$                  

March 31, June 30, September 30, December 30,

2020 2020 2020 2020

Revenue 25,787$               803$                    —$                      8,746$                 

Net loss (447,808)              (397,252)              (459,504)              (458,163)              

Total assets 212,277               684,572               347,630               1,415,382            

Basic and diluted loss per (0.01)$                  (0.00)$                  (0.00)$                  (0.00)$                  

For the three months ended (unaudited)

For the three months ended (unaudited)
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● Issued 500,000 stock options to a director. Each stock option is exercisable for one common share at $0.26 

until March 31, 2026. 

● Cancelled 22,500 stock options with exercise price of CAD $0.25 expiring on June 8, 2027, 198,356 stock 

options with exercise price of CAD $0.10 expiring on January 17, 2024 and 966,667 stock options with 

exercise price of CAD $0.075 expiring on June 25, 2024. 

● Received $90,625 by way of a paycheck protection program loan provided by the U.S. government. 

 

Contractual obligations 

The Company has no material contractual obligations. 

 

Risks and uncertainties 

The nature of the Company’s operations exposes the Company to liquidity risk and market risk, which may have a 

material effect on cash flows, operations and comprehensive income. 

The Company’s risk management policies are established to identify and analyze the risks faced by the Company, to 

set appropriate risk limits and to monitor market conditions and the Company’s activities. The Board has overall 

responsibility for the establishment and oversight of the Company’s risk management framework and policies. 

The Company is exposed to various related risks: 

Foreign Exchange Risk 

Foreign exchange risk is the risk that the fair value of future cash flows will fluctuate as a result of changes in foreign 

exchange rates. As at December 31, 2020, the Company’s significant foreign exchange currency exposure on its 

financial instruments by currency was as follows (in U.S. dollar equivalents): 

 

The table below details the effect on earnings before tax of a 10% strengthening or weakening of the USD exchange 

rate at the balance sheet date for balance sheet items denominated in CAD: 

 

 

Credit Risk 

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing 

to discharge an obligation. The Company’s cash and accounts receivable are exposed to credit risk. The Company 

reduces its credit risk on cash by placing these instruments with institutions of high credit worthiness. The accounts 

receivable are primarily comprised of sales tax receivables from the Government of Canada. As at December 31, 2020, 

the Company is not exposed to any significant credit risk. 

 

  

$CAD

Cash 1,304,000                 

Accounts receivable 10,000                      

Accounts payable and accrued liabilities (64,000)                     

Loans payable (47,000)                     

Currency 

Change in Loss and 

Comprehensive loss

CAD 109,300$                  
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Interest Rate Risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 

changes in market interest rates. The loan payable does not bear interest until December 31, 2022. As at December 

31, 2020, the Company is not exposed to any significant interest rate risk.  

 

Liquidity Risk 

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with financial 

liabilities. The Company manages liquidity risk by maintaining sufficient cash balances to enable settlement of 

transactions on the due date. The Company addresses its liquidity through equity financing obtained through the sale 

of securities of the Company. While the Company has been successful in securing financings in the past, there is no 

assurance that it will be able to do so in the future. 

 

CASH FLOWS BY ACTIVITY 

During the twelve months ended December 31, 2020: 

● the Company’s cash used in operating activities was approximately $1.8 million (2019 - $3.0 million); 

● the Company’s cash generated from financing activities was approximately $3.0 million (2019 - $1.9 

million) related (i) additional equity raised through private placements, (ii) warrant exercises, and (iii) the 

receipt of a term loan. 

 

 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

For a description of the Company’s significant accounting policies, critical accounting estimates and judgments, and 

related information, see Note 2 and Note 3 to the 2020 Financial Statements. Except as described below, the accounting 

policies in the 2020 Financial Statements are the same as those applied in the Company’s consolidated financial 

statements for the year ended December 31, 2020. 

The Company has initially adopted IFRS 16, Leases and IFRIC Interpretation 23, Uncertainty over Income Tax 

Treatments on January 1, 2019. The effect of initially applying these standards did not have a material impact on the 

Company’s financial statements.  
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RELATED PARTY TRANSACTIONS 

Key management personnel are the persons responsible for the planning, directing and controlling the activities of the 

Company and includes certain executive directors, and entities controlled by such persons. The key management 

personnel of the Company are certain members of the Company’s executive management team and the Board of 

Directors.  

The compensation of such key management for the twelve months ended December 31, 2020 and 2019 included the 

following: 

 

 

As at December 31, 2020, included in accounts payable and accrued liabilities was $6,598 (December 31, 2019 - 

$44,632) of consulting payments owed to key management personnel. 

 

OFF BALANCE SHEET ARRANGEMENTS 

As at December 31, 2020, the Company had no off-balance sheet arrangements that have or are reasonably likely to 

have a current or future effect on the Company’s financial condition, changes in financial condition, revenues or 

expenses, results of operations, liquidity, capital expenditures or capital resources that is material to investors. 

 

OUTSTANDING SHARE DATA 

As at the date of this MD&A, the Company had 226,033,292 common shares issued and outstanding. The total number 

of shares authorized to be issued by the Company is unlimited common shares. Stock options entitling their holders 

to acquire a total of 14,800,000 common shares and warrants entitling their holders to acquire a total of 111,730,402 

common shares are issued and outstanding. 

Holders of an aggregate of 2,075,780 common shares had their shares subject to a security escrow arrangement. 

 

  

2020 2019

Remuneration paid to the CEO 200,000$                        187,917$                  

Remuneration paid to CTO 111,815                          134,712                    

Remuneration paid to CFO 71,562                            94,666                      

Remuneration paid to Executive VP - Commercial operations 175,000                          -                            

Remuneration paid to directors -                                        50,870                      

Stock-based compensation - directors and officers 91,481                            95,325                      

649,858$                        563,490$                  

For the Year Ended December 31,
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RISK FACTORS AND UNCERTAINTIES 

Certain factors may have a material adverse effect on the Company’s business, financial condition, and results of 

operations. Current and prospective investors should consider carefully the risks and uncertainties described below, 

in addition to other information contained in this annual information form, as well as the 2020 Annual Financial 

Statements. The risks and uncertainties described below are not the only ones Venzee faces. Additional risks and 

uncertainties that Venzee is unaware of, or that it currently believes are not material, may also become important 

factors that could adversely affect Venzee’s business. If any of the following risks or other unexpected risks actually 

occur, Venzee’s business, financial condition, results of operations, and future prospects could be materially and 

adversely affected. In that event, the trading price of its securities could decline, and investors could lose part or all of 

their investment. 

Business disruption as a result of COVID-19 

The extent to which COVID-19 impacts the Company’s business will depend on future developments, which are 

highly uncertain and cannot be predicted at this time. These developments include the duration, severity and scope of 

the outbreak and the actions taken to contain or treat COVID-19. Potential impacts of COVID-19 include but are not 

limited to the Company’s access to financing, employee health, employee productivity, limitations on travel, the 

Company’s ability to meet production deadlines and quotas, the impact on the Company’s revenues, and the impact 

on our suppliers, customers, sub-contractors and partners. To date, the Company has had minimal impact due to the 

pandemic, but at this time, it is unclear as to whether COVID-19 ultimately represents a material disruption to the 

Company’s business. 

Venzee has a history of losses, and expects to incur losses for the foreseeable future. 

Venzee has incurred net losses in each year since its inception and may continue to incur net losses for the foreseeable 

future. Because the market for Venzee’s platform is rapidly evolving and has not yet reached widespread adoption, it 

is difficult for Venzee to predict its future results of operations. Venzee expects its operating expenses to increase over 

the next several years as it hires additional personnel, particularly in sales and marketing, expand and improve the 

effectiveness of its distribution channels, expand its operations and infrastructure, and continue to develop its platform.  

Further, in future periods, Venzee’s revenue growth could slow or its revenue could decline for a number of reasons, 

including slowing demand for its platform, increasing competition, any failure to gain or retain channel partners, a 

decrease in the growth of its overall market, or its failure, for any reason, to continue to capitalize on growth 

opportunities. Venzee’s past financial performance should not be considered indicative of its future performance. Any 

failure by Venzee to achieve or sustain profitability on a consistent basis could cause the value of its common stock 

to decline. 

Venzee has a limited operating history, which makes it difficult to forecast its revenue and evaluate its business 

and future prospects. 

The Venzee platform was beta released to a limited audience in April 2016, and much of Venzee’s growth has occurred 

in recent periods. As a result of Venzee’s limited operating history, its ability to forecast its future results of operations 

and plan for and model future growth is limited and subject to a number of uncertainties. Venzee has encountered and 

will continue to encounter risks and uncertainties frequently experienced by growing companies in rapidly changing 

industries, such as the risks and uncertainties described herein. Venzee may be unable to prepare accurate internal 

financial forecasts or replace anticipated revenue that it does not receive as a result of delays arising from these factors, 

and its results of operations in future reporting periods may be below the expectations of investors. If Venzee does not 

address these risks successfully, its results of operations could differ materially from its estimates and forecasts or the 

expectations of investors, causing its business to suffer and its stock price to decline. 

Venzee’s growth may not be sustainable and depends on its ability to attract new customers, retain existing 

customers and increase sales to both new and existing customers. 

Venzee principally generates revenues through the sale of subscriptions to its platform and the sale of additional 

solutions to its customers. Venzee’s subscription plans typically have one-year term, although some of Venzee’s 



VENZEE TECHNOLOGIES INC.  

Management’s Discussion and Analysis 

For the three and twelve months ended December 31, 2020 

 

12 

 

customers have monthly subscription terms. Venzee’s customers have no obligation to renew their subscriptions after 

their subscription term expires. As a result, even though the number of paying customers using Venzee’s platform has 

grown in recent years, there can be no assurance that Venzee will be able to retain these customers. In fact, Venzee 

has historically experienced customer turnover as a result of many of its customers being SMBs that are more 

susceptible than larger businesses to general economic conditions and other risks affecting their businesses. Further, 

many of these SMBs are in the entrepreneurial stage of their development and there is no guarantee that their 

businesses will succeed. Venzee’s costs associated with subscription renewals are substantially lower than costs 

associated with generating revenue from new customers or costs associated with generating sales of additional 

solutions to existing customers. Therefore, if Venzee is unable to retain customers, even if such losses are offset by 

an increase in new customers or an increase in other revenues, its operating results could be adversely impacted. 

Venzee may also fail to attract new customers, retain existing customers or increase sales to both new and existing 

customers as a result of a number of other factors, including: 

● reductions in its current or potential customers’ spending levels; 

● competitive factors affecting the software as a service (“SaaS”), business software applications market, 

including the introduction of competing platforms, discount pricing and other strategies that may be 

implemented by its competitors; 

● its ability to execute on its growth strategy and operating plans; 

● a decline in its customers’ level of satisfaction with its platform and customers’ usage of its platform; 

● changes in its relationships with third parties, including its partners, app developers, and others; 

● the timeliness and success of its solutions; 

● the frequency and severity of any system outages; 

● technological change; and 

● its focus on long-term value over short-term results, meaning that it may make strategic decisions that may 

not maximize its short-term revenue or profitability if it believes that the decisions are consistent with its 

mission and will improve its financial performance over the long-term. 

If Venzee fails to manage its growth effectively, it may be unable to execute its business plan, maintain high levels 

of service and customer satisfaction or adequately address competitive challenges. 

Venzee has experienced, and may continue to experience, rapid growth and organizational change, which has placed, 

and may continue to place, significant demands on its management and its operational and financial resources. Venzee 

has also experienced significant growth in the number of users and logins and in the amount of data that its SaaS 

hosting infrastructure supports. Finally, Venzee’s organizational structure is becoming more complex as it improves 

its operational, financial and management controls as well as its reporting systems and procedures. Venzee will require 

capital expenditures and the allocation of valuable management resources to grow and change in these areas without 

undermining its culture of rapid innovation, teamwork and attention to customer success, which has been central to 

its growth so far. If Venzee fails to manage its anticipated growth and change in a manner that preserves the key 

aspects of its corporate culture, the quality of its platform may suffer, which could negatively affect its brand and 

reputation and harm its ability to retain and attract customers and employees. 

Venzee’s expansion has placed, and its expected future growth will continue to place, a significant strain on its 

managerial, customer operations, research and development, marketing and sales, administrative, financial and other 

resources. If Venzee is unable to manage its continued growth successfully, its business and results of operations could 

suffer. 

In addition, as Venzee expands its business, it is important that it continue to maintain a high level of customer service 

and satisfaction. As Venzee’s customer base continues to grow, Venzee will need to expand its account management, 

customer service and other personnel, and channel partners, to provide personalized account management and 

customer service. If Venzee is not able to continue to provide high levels of customer service, its reputation, as well 

as its business, results of operations and financial condition, could be harmed. 
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Venzee may not be able to leverage its technology. 

Venzee’s future growth depends, in part, on its ability to leverage its technology to offer new solutions. Development 

of new solutions, such as our blockchain solution, Mesh, is complex and subject to a number of risks present in the 

industry. Venzee may not be able to successfully launch new solutions, and there can be no assurance Venzee’s 

engineering and development efforts will be successful in completing and launching such solutions. There can be no 

assurance that Venzee will successfully develop or commercialize new solutions in a timely manner or at all, or that 

such solutions will achieve market acceptance. Any failure to design and implement new solutions on a timely basis 

and at a price acceptable to Venzee’s target markets may have a material adverse effect on Venzee’s business, growth, 

operating results and financial condition. 

Venzee depends on its executive officers and other key employees, and the loss of one or more of these employees 

or an inability to attract and retain other highly skilled employees could harm Venzee’s business. 

Venzee’s success depends largely upon the continued services of its executive officers and other key employees. 

Venzee relies on its leadership team in the areas of research and development, operations, security, marketing, sales, 

customer support, general and administrative functions, and on individual contributors in its research and development 

and operations. From time to time, there may be changes in Venzee’s executive management team resulting from the 

hiring or departure of executives, which could disrupt its business. Venzee does not have employment agreements 

with its executive officers or other key personnel that require them to continue to work for Venzee for any specified 

period and, therefore, they could terminate their employment with Venzee at any time. The loss of one or more of 

Venzee’s executive officers or key employees could harm Venzee’s business. Changes in Venzee’s executive 

management team may also cause disruptions in, and harm to, its business. 

In addition, to execute Venzee’s growth plan, Venzee must attract and retain highly qualified personnel. Competition 

for these personnel is intense, especially for engineers experienced in designing and developing software and SaaS 

applications and experienced sales professionals. Venzee has, from time to time experienced, and expects to continue 

to experience, difficulty in hiring and retaining employees with appropriate qualifications. Many of the companies 

with which Venzee competes for experienced personnel have greater resources than Venzee. If Venzee hires 

employees from competitors or other companies, their former employers may attempt to assert that these employees 

or Venzee has breached their legal obligations, resulting in a diversion of Venzee’s time and resources. In addition, 

job candidates and existing employees often consider the value of the equity awards they receive in connection with 

their employment. If the perceived value of Venzee’s equity awards declines, it may harm Venzee’s ability to recruit 

and retain highly skilled employees. If Venzee fails to attract new personnel or fails to retain and motivate its current 

personnel, its business and future growth prospects could be harmed. 

If Venzee is unable to attract new customers, increase revenue from its existing customers or develop enhancements 

to its solutions that achieve market acceptance, its revenue growth and profitability will be harmed. 

To increase its revenue and achieve and maintain profitability, Venzee must add new customers or increase revenue 

from its existing customers. Numerous factors, however, may impede its ability to add new customers and increase 

revenue from its existing customers, including Venzee’s inability to convert new organizations into paying customers, 

failure to attract and effectively train new sales and marketing personnel, failure to retain and motivate Venzee’s 

current sales and marketing personnel, failure to develop or expand relationships with channel partners, failure to 

successfully deploy products for new customers and provide quality customer support once deployed or failure to 

ensure the effectiveness of its marketing programs. In addition, if prospective customers do not perceive Venzee’s 

platform to be of sufficiently high value and quality, Venzee will not be able to attract the number and types of new 

customers that it is seeking. 

In addition, Venzee’s ability to attract new customers and increase revenue from existing customers depends in large 

part on its ability to enhance and improve its existing products and to introduce compelling new products that reflect 

the changing nature of its markets. The success of any enhancement to its products depends on several factors, 

including timely completion and delivery, competitive pricing, adequate quality testing, integration with existing 

technologies and its platform and overall market acceptance. If Venzee is unable to successfully develop new products, 
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enhance its existing products to meet customer requirements, or otherwise gain market acceptance, its business, results 

of operations and financial condition would be harmed. 

If there are interruptions or performance problems associated with Venzee’s technology or infrastructure, its 

existing customers may experience service outages, and its new customers may experience delays in the deployment 

of its platform. 

Venzee’s continued growth depends, in part, on the ability of its existing and potential customers to access its platform 

24 hours a day, seven days a week, without interruption or degradation of performance. Venzee may experience 

disruptions, data loss, outages and other performance problems with its infrastructure due to a variety of factors, 

including infrastructure changes, introductions of new functionality, human or software errors, capacity constraints, 

denial-of-service attacks or other security related incidents. In some instances, Venzee may not be able to identify the 

cause or causes of these performance problems immediately or in short order. Venzee may not be able to maintain the 

level of service uptime and performance required by its customers, especially during peak usage times and as its 

products become more complex and its user traffic increases. If Venzee’s platform is unavailable or if Venzee’s 

customers are unable to access its products or deploy them within a reasonable amount of time, or at all, Venzee’s 

business would be harmed. Since Venzee’s customers rely on its service to access and complete their work, any outage 

on Venzee’s platform would impair the ability of its customers to perform their work, which would negatively impact 

Venzee’s brand, reputation and customer satisfaction. Moreover, Venzee depends on services from various third 

parties to maintain its infrastructure and distribute its products via the Internet. Any disruptions in these services, 

including as a result of actions outside of its control, would significantly impact the continued performance of its 

products. In the future, these services may not be available to Venzee on commercially reasonable terms, or at all. 

Any loss of the right to use any of these services could result in decreased functionality of Venzee’s products until 

equivalent technology is either developed by Venzee or, if available from another provider, is identified, obtained and 

integrated into Venzee’s infrastructure. If Venzee does not accurately predict its infrastructure capacity requirements, 

its customers could experience service shortfalls. Venzee may also be unable to effectively address capacity 

constraints, upgrade its systems as needed, and continually develop its technology and network architecture to 

accommodate actual and anticipated changes in technology. 

Any of the above circumstances or events may harm Venzee’s reputation, cause customers to terminate their 

agreements with it, impair its ability to obtain subscription renewals from existing customers, impair its ability to grow 

its customer base, and otherwise harm its business, results of operations and financial condition. 

A network or data security incident may allow unauthorized access to our network or data or our customers’ data, 

harm our reputation, create additional liability and adversely impact our financial results. 

Increasingly, companies are subject to a wide variety of attacks on their networks and systems on an ongoing basis. 

In addition to traditional computer “hackers,” malicious code (such as viruses and worms), employee theft or misuse, 

and denial-of-service attacks, sophisticated nation-state and nation-state supported actors now engage in attacks 

(including advanced persistent threat intrusions). Despite significant efforts to create security barriers to such threats, 

it is virtually impossible for Venzee to entirely mitigate these risks. The security measures Venzee has integrated into 

its internal networks and platform, which are designed to detect unauthorized activity and prevent or minimize security 

breaches, may not function as expected or may not be sufficient to protect its internal networks and platform against 

certain attacks. In addition, techniques used to sabotage or to obtain unauthorized access to networks in which data is 

stored or through which data is transmitted change frequently and generally are not recognized until launched against 

a target. As a result, Venzee may be unable to anticipate these techniques or implement adequate preventative 

measures to prevent an electronic intrusion into its networks. 

If a breach of customer data security were to occur, as a result of third-party action, employee error, malfeasance or 

otherwise, and the confidentiality, integrity or availability of its customers’ data was disrupted, Venzee could incur 

significant liability to its customers and to individuals or businesses whose information was being stored by its 

customers, and its platform may be perceived as less desirable, which could negatively affect its business and damage 

its reputation. In addition, a network or security breach could result in the loss of customers and make it more 

challenging to acquire new customers. Because techniques used to obtain unauthorized access to, or to sabotage, 

systems change frequently and generally are not recognized until launched against a target, Venzee may be unable to 
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anticipate these techniques or to implement adequate preventive measures. In addition, security breaches impacting 

Venzee’s platform could result in a risk of loss or unauthorized disclosure of this information, which, in turn, could 

lead to litigation, governmental audits and investigations and possible liability, damage Venzee’s relationships with 

its existing customers, and have a negative impact on its ability to attract and retain new customers. 

These breaches, or any perceived breach, of Venzee’s networks, its customers’ networks, or other networks, whether 

or not any such breach is due to a vulnerability in Venzee’s platform, may also undermine confidence in its platform 

and result in damage to its reputation, negative publicity, loss of customers and sales, increased costs to remedy any 

problem, and costly litigation. Third parties may attempt to fraudulently induce employees or customers into 

disclosing sensitive information such as user names, passwords or other information or otherwise compromise the 

security of Venzee’s internal networks, electronic systems and/or physical facilities in order to gain access to its data 

or its customers’ data, which could result in significant legal and financial exposure, a loss of confidence in the security 

of its platform, interruptions or malfunctions in its operations, and, ultimately, harm to its future business prospects 

and revenue. Venzee may be required to expend significant capital and financial resources to protect against such 

threats or to alleviate problems caused by breaches in security. 

Venzee may experience quarterly fluctuations in its results of operations due to a number of factors that make its 

future results difficult to predict and could cause its results of operations to fall below analyst or investor 

expectations. 

Venzee’s quarterly results of operations fluctuate from quarter to quarter as a result of a number of factors, many of 

which are outside of its control and may be difficult to predict, including, but not limited to: 

● the level of demand for its platform; 

● the timing and success of new product introductions by Venzee or its competitors or any other change in the 

competitive landscape of its market; 

● pricing pressure as a result of competition or otherwise; 

seasonal buying patterns for IT spending; 

● errors in its forecasting of the demand for its products, which could lead to lower revenue, increased costs or 

both; 

● increases in and timing of sales and marketing and other operating expenses that Venzee may incur to grow 

and expand its operations and to remain competitive; 

● adverse litigation judgments, settlements or other litigation-related costs; 

● changes in the legislative or regulatory environment; 

● fluctuations in foreign currency exchange rates; 

● costs related to the acquisition of businesses, talent, technologies or intellectual property, including 

potentially significant amortization costs and possible write-downs; and 

● general economic conditions in either domestic or international markets, including geopolitical uncertainty 

and instability. 

Any one or more of the factors above may result in significant fluctuations in Venzee’s results of operations. Investors 

should not rely on Venzee’s past results as an indicator of its future performance. 

The variability and unpredictability of its quarterly results of operations or other operating metrics could result in 

Venzee’s failure to meet its expectations or those of analysts that cover Venzee or investors with respect to revenue 

or other metrics for a particular period. If Venzee fails to meet or exceed such expectations for these or any other 

reasons, the market price of its common stock could fall substantially, and Venzee could face costly lawsuits, including 

securities class action suits. 

Venzee stores personally identifiable information of its customers. If the security of this information is 

compromised or otherwise subjected to unauthorized access, its reputation may be harmed and Venzee may be 

exposed to liability. 

Venzee stores personally identifiable information, credit card information and other confidential information of its 

customers. Venzee does not regularly monitor or review the content that its customers upload and store and, therefore, 
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does not control the substance of the content on its servers, which may include personal information. Venzee may 

experience successful attempts by third parties to obtain unauthorized access to the personally identifiable information 

of its customers. This information could also be otherwise exposed through human error or malfeasance. The 

unauthorized access or compromise of this personally identifiable information could have an adverse effect on 

Venzee’s business, financial condition and results of operations. 

Venzee is also subject to federal, state, provincial and foreign laws regarding privacy and protection of data. Some 

jurisdictions have enacted laws requiring companies to notify individuals of data security breaches involving certain 

types of personal data and its agreements with certain customers require Venzee to notify them in the event of a 

security incident. Venzee posts on its website its privacy policy and terms of service, which describe its practices 

concerning the use, transmission and disclosure of customer data. In addition, the interpretation of data protection 

laws in the United States, Canada and elsewhere, and their application to the internet, is unclear and in a state of flux. 

There is a risk that these laws may be interpreted and applied in conflicting ways from jurisdiction to jurisdiction, and 

in a manner that is not consistent with Venzee’s current data protection practices. Changes to such data protection 

laws may impose more stringent requirements for compliance and impose significant penalties for non-compliance. 

Any such new laws or regulations, or changing interpretations of existing laws and regulations, may cause Venzee to 

incur significant costs and effort to ensure compliance. Because Venzee’s services are accessible worldwide, certain 

foreign jurisdictions may claim that Venzee is required to comply with their laws, including in jurisdictions where 

Venzee has no local entity, employees or infrastructure. 

Venzee’s failure to comply with federal, state, provincial and foreign laws regarding privacy and protection of data 

could lead to significant fines and penalties imposed by regulators, as well as claims by its customers or their 

customers. These proceedings or violations could force Venzee to spend money in defense or settlement of these 

proceedings, result in the imposition of monetary liability, diversion of management’s time and attention, increase its 

costs of doing business, and adversely affect its reputation and the demand for its solutions. In addition, if Venzee’s 

security measures fail to protect credit card information adequately, Venzee could be liable to both its customers and 

their customers for their losses, as well as its payments processing partners under its agreements with them. As a 

result, Venzee could be subject to fines and higher transaction fees, Venzee could face regulatory action and its 

customers could end their relationships with Venzee. There can be no assurance that the limitations of liability in 

Venzee’s contracts would be enforceable or adequate or would otherwise protect Venzee from any such liabilities or 

damages with respect to any particular claim. Venzee also cannot be sure that its existing general liability insurance 

coverage and coverage for errors and omissions will continue to be available on acceptable terms or will be available 

in sufficient amounts to cover one or more large claims, or that its insurers will not deny coverage as to any future 

claim. The successful assertion of one or more large claims against Venzee that exceeds its available insurance 

coverage, or changes in its insurance policies, including premium increases or the imposition of large deductible or 

co-insurance requirements, could have an adverse effect on its business, financial condition and results of operations. 

If Venzee fails to offer high-quality customer support, its business and reputation will suffer. 

Once Venzee’s platform is deployed to its customers, Venzee’s customers rely on its support services to resolve any 

related issues. High-quality customer education and customer support is important for the successful marketing and 

sale of Venzee’s products and for the renewal of existing customers. The importance of high-quality customer support 

will increase as Venzee expands its business and pursues new organizations. If Venzee does not help its customers 

quickly resolve post-deployment issues and provide effective ongoing customer support, its ability to upsell additional 

products to existing customers would suffer and its reputation with existing or potential customers would be harmed. 

Venzee’s growth depends, in part, on the success of its strategic relationships with third parties. 

To grow its business, Venzee anticipates that it will continue to depend on relationships with third parties, such as 

channel partners. Identifying partners, and negotiating and documenting relationships with them, requires significant 

time and resources. Venzee’s competitors may be effective in providing incentives to third parties to favor their 

products or services over subscriptions to our platform. In addition, acquisitions of Venzee’s partners by its 

competitors could result in a decrease in the number of its current and potential customers, as its partners may no 

longer facilitate the adoption of its applications by potential customers. If Venzee is unsuccessful in establishing or 

maintaining its relationships with third parties, its ability to compete in the marketplace or to grow its revenue could 
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be impaired, and its results of operations may suffer. Even if Venzee is successful, Venzee cannot assure you that 

these relationships will result in increased customer usage of its applications or increased revenue. 

Because Venzee recognizes revenue from subscriptions and support services over the term of the relevant service 

period, downturns or upturns in sales are not immediately fully reflected in its results of operations. 

Venzee recognizes recurring subscriptions revenue and, if any, related support services revenue monthly over the term 

of the relevant period. As a result, much of the revenue Venzee reports each quarter is the recognition of deferred 

revenue from recurring subscriptions and related support services contracts, if any, entered into during previous 

quarters. Consequently, a decline in new or renewed recurring subscriptions and software-related support service 

contracts, if any, in any one quarter will not be fully reflected in revenue in that quarter, but will negatively affect 

Venzee’s revenue in future quarters. Accordingly, the effect of significant downturns in new or renewed sales of 

Venzee’s recurring subscriptions and software-related support services are not reflected in full in its results of 

operations until future periods. Revenue from Venzee’s recurring subscriptions and software-related support services 

also makes it difficult for Venzee to rapidly increase its revenue through additional service sales in any period, as 

revenue from new and renewal software-related service contracts must be recognized over the applicable service 

period. 

If Venzee fails to adapt to rapid technological change, its ability to remain competitive could be impaired. 

The industry in which Venzee competes is characterized by rapid technological change, frequent introductions of new 

products and evolving industry standards. Venzee’s ability to attract new customers and increase revenue from existing 

customers will depend in significant part on its ability to anticipate industry standards and trends and continue to 

enhance existing products or introduce or acquire new products on a timely basis to keep pace with technological 

developments. The success of any enhancement or new product depends on several factors, including the timely 

completion and market acceptance of the enhancement or new product. Any new product Venzee develops or acquires 

might not be introduced in a timely or cost-effective manner and might not achieve the broad market acceptance 

necessary to generate significant revenue. If any of Venzee’s competitors implements new technologies before Venzee 

is able to implement them, those competitors may be able to provide more effective products than Venzee at lower 

prices. Any delay or failure in the introduction of new or enhanced products could harm Venzee’s business, results of 

operations and financial condition. 

If Venzee is unable to ensure that its products interoperate with a variety of operating systems and software 

applications that are developed by others, its platform may become less competitive and its results of operations 

may be harmed. 

Venzee’s products interoperate with servers, mobile devices and software applications predominantly through the use 

of protocols, many of which are created and maintained by third parties. Venzee therefore depends on the 

interoperability of its products with such third-party services, mobile devices and mobile operating systems, as well 

as cloud-enabled hardware, software, networking, browsers, database technologies and protocols that Venzee does 

not control. Any changes in such technologies that degrade the functionality of Venzee’s products or give preferential 

treatment to competitive services could adversely affect adoption and usage of its platform. Also, Venzee may not be 

successful in developing or maintaining relationships with key participants in the mobile industry or in developing 

products that operate effectively with a range of operating systems, networks, devices, browsers, protocols and 

standards. In addition, Venzee may face different fraud, security and regulatory risks from transactions sent from 

mobile devices than Venzee does from personal computers. If Venzee is unable to effectively anticipate and manage 

these risks, or if it is difficult for its customers to access and use its platform, its business, results of operations and 

financial condition may be harmed. 

Failure to effectively develop and expand Venzee’s marketing and sales capabilities could harm its ability to 

increase its customer base and achieve broader market acceptance of its products. 

Venzee’s ability to increase its customer base and achieve broader market acceptance of its products will depend to a 

significant extent on its ability to expand its marketing and sales operations. Venzee plans to continue expanding its 

direct sales force and engaging additional channel partners, both domestically and internationally. This expansion will 

require Venzee to invest significant financial and other resources. Venzee’s business will be harmed if its efforts do 
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not generate a corresponding increase in revenue. Venzee may not achieve anticipated revenue growth from expanding 

its direct sales force if Venzee is unable to hire and develop talented direct sales personnel, if its new direct sales 

personnel are unable to achieve desired productivity levels in a reasonable period of time or if Venzee is unable to 

retain its existing direct sales personnel. Venzee also may not achieve anticipated revenue growth from its channel 

partners if Venzee is unable to attract and retain additional motivated channel partners, if any existing or future channel 

partners fail to successfully market, resell, implement or support its products for their customers, or if they represent 

multiple providers and devote greater resources to market, resell, implement and support the products and solutions 

of these other providers. 

Venzee’s ability to introduce new products and features is dependent on adequate research and development 

resources. If Venzee does not adequately fund its research and development efforts, Venzee may not be able to 

compete effectively and its business and results of operations may be harmed. 

To remain competitive, Venzee must continue to develop enhancements to its existing platform. This is particularly 

true as Venzee further expand and diversify its capabilities. Maintaining adequate research and development resources, 

such as the appropriate personnel and development technology, to meet the demands of the market is essential. If 

Venzee is unable to develop products internally due to certain constraints, such as high employee turnover, lack of 

management ability or a lack of other research and development resources, this may force Venzee to expand into a 

certain market or strategy via an acquisition for which Venzee could potentially pay too much or fail to successfully 

integrate into its operations. Further, many of Venzee’s competitors expend a considerably greater amount of funds 

on their respective research and development programs, and those that do not may be acquired by larger companies 

that would allocate greater resources to its competitors’ research and development programs. Venzee’s failure to 

maintain adequate research and development resources or to compete effectively with the research and development 

programs of its competitors would give an advantage to such competitors and may harm its business, results of 

operations and financial condition. 

Interruptions or delays in the services provided by third-party data centers or internet service providers could impair 

the delivery of Venzee’s platform and its business could suffer. 

Venzee hosts its platform using data centers and providers of cloud infrastructure services. All of Venzee’s products 

reside on hardware owned or leased and operated by Venzee in these locations. Venzee’s operations depend on 

protecting the virtual cloud infrastructure hosted in data centers by maintaining its configuration, architecture and 

interconnection specifications, as well as the information stored in these virtual data centers and which third-party 

internet service providers transmit. Although Venzee has disaster recovery plans that utilize multiple data center 

locations, any incident affecting their infrastructure that may be caused by fire, flood, severe storm, earthquake, power 

loss, telecommunications failures, unauthorized intrusion, computer viruses and disabling devices, natural disasters, 

war, criminal act, military actions, terrorist attacks and other similar events beyond its control could negatively affect 

its platform. A prolonged service disruption affecting Venzee’s platform for any of the foregoing reasons could 

damage its reputation with current and potential customers, expose Venzee to liability, cause Venzee to lose customers 

or otherwise harm its business. Venzee may also incur significant costs for using alternative equipment or taking other 

actions in preparation for, or in reaction to, events that damage the services Venzee uses. 

Data centers generally enable Venzee to order and reserve server capacity in varying amounts and sizes distributed 

across multiple regions, and provide Venzee with computing and storage capacity pursuant to an agreement that 

continues until terminated by either party. Operators may generally terminate the agreement by providing 30 days 

prior written notice and may, in some cases, terminate the agreement immediately for cause upon notice. 

Venzee’s platform is accessed by a large number of customers, often at the same time. As Venzee continue to expand 

the number of its customers and products available to its customers, Venzee may not be able to scale its technology 

to accommodate the increased capacity requirements, which may result in interruptions or delays in service. In 

addition, the failure of data centers or third-party internet service providers to meet Venzee’s capacity requirements 

could result in interruptions or delays in access to its platform or impede its ability to scale its operations. In the event 

that service agreements with operators are terminated, or there is a lapse of service, interruption of internet service 

provider connectivity or damage to such facilities, Venzee could experience interruptions in access to its platform as 

well as delays and additional expense in arranging new facilities and services. 
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Venzee’s success depends, in part, on the integrity and scalability of its systems and infrastructures. System 

interruption and the lack of integration, redundancy and scalability in these systems and infrastructures may harm 

Venzee’s business, results of operations and financial condition. 

Venzee’s success depends, in part, on its ability to maintain the integrity of its systems and infrastructure, including 

websites, information and related systems. System interruption and a lack of integration and redundancy in Venzee’s 

information systems and infrastructure may adversely affect its ability to operate websites, process and fulfill 

transactions, respond to customer inquiries and generally maintain cost-efficient operations. Venzee may experience 

occasional system interruptions that make some or all systems or data unavailable or prevent Venzee from efficiently 

providing access to its platform. Venzee also rely on third-party computer systems, broadband and other 

communications systems and service providers in connection with providing access to its platform generally. Any 

interruptions, outages or delays in Venzee’s systems and infrastructure, its business and/or third parties, or 

deterioration in the performance of these systems and infrastructure, could impair its ability to provide access to its 

platform. Fire, flood, power loss, telecommunications failure, hurricanes, tornadoes, earthquakes, other natural 

disasters, acts of war or terrorism and similar events or disruptions may damage or interrupt computer, broadband or 

other communications systems and infrastructure at any time. Any of these events could cause system interruption, 

delays and loss of critical data, and could prevent Venzee from providing access to its platform. While Venzee has 

backup systems for certain aspects of its operations, disaster recovery planning by its nature cannot be sufficient for 

all eventualities. In addition, Venzee may not have adequate insurance coverage to compensate for losses from a major 

interruption. If any of these events were to occur, it could harm Venzee’s business, results of operations and financial 

condition. 

 Venzee relies on software and services from other parties. Defects in or the loss of access to software or services 

from third parties could increase Venzee’s costs and adversely affect the quality of its products. 

Venzee relies on technologies from third parties to operate critical functions of its business, including cloud 

infrastructure services and management services. Venzee’s business would be disrupted if any of the third-party 

software or services Venzee utilize, or functional equivalents thereof, were unavailable due to extended outages or 

interruptions or because they are no longer available on commercially reasonable terms or prices. In each case, Venzee 

would be required to either seek licenses to software or services from other parties and redesign its products to function 

with such software or services or develop these components itself, which would result in increased costs and could 

result in delays in its product launches and the release of new product offerings until equivalent technology can be 

identified, licensed or developed, and integrated into its products. Furthermore, Venzee might be forced to limit the 

features available in its current or future products. These delays and feature limitations, if they occur, could harm its 

business, results of operations and financial condition. 

Real or perceived errors, failures, vulnerabilities or bugs in Venzee’s products, including deployment complexity, 

could harm its business and results of operations. 

Errors, failures, vulnerabilities or bugs may occur in Venzee’s products, especially when updates are deployed or new 

products are rolled out. Venzee’s platform is often used in connection with large-scale computing environments with 

different operating systems, system management software, equipment and networking configurations, which may 

cause errors or failures of products, or other aspects of the computing environment into which its products are 

deployed. In addition, deployment of Venzee’s products into complicated, large-scale computing environments may 

expose errors, failures, vulnerabilities or bugs in its products. Any such errors, failures, vulnerabilities or bugs may 

not be found until after they are deployed to Venzee’s customers. Real or perceived errors, failures, vulnerabilities or 

bugs in Venzee’s products could result in negative publicity, loss of customer data, loss of or delay in market 

acceptance of its products, loss of competitive position, or claims by customers for losses sustained by them, all of 

which could harm its business, results of operations and financial condition. 

If Venzee fails to adequately protect its proprietary rights, its competitive position could be impaired and Venzee 

may lose valuable assets, generate reduced revenue and incur costly litigation to protect its rights. 

Venzee’s success is dependent, in part, upon protecting its proprietary information and technology. Venzee relies on 

a combination of trademarks, service marks, trade secret laws and contractual restrictions to establish and protect its 
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proprietary rights. However, the steps Venzee take to protect its intellectual property may be inadequate. Venzee will 

not be able to protect its intellectual property if Venzee is unable to enforce its rights or if Venzee does not detect 

unauthorized use of its intellectual property. Despite its precautions, it may be possible for unauthorized third parties 

to copy its products and use information that Venzee regard as proprietary to create products that compete with 

Venzee’s. Some license provisions protecting against unauthorized use, copying, transfer and disclosure of Venzee’s 

products may be unenforceable under the laws of certain jurisdictions and foreign countries. Further, the laws of some 

countries do not protect proprietary rights to the same extent as the laws of Canada or the United States, and 

mechanisms for enforcement of intellectual property rights in some foreign countries may be inadequate. To the extent 

Venzee expands its international activities, its exposure to unauthorized copying and use of its products and proprietary 

information may increase. Accordingly, despite its efforts, Venzee may be unable to prevent third parties from 

infringing upon or misappropriating its technology and intellectual property. 

Venzee relies in part on trade secrets, proprietary know-how and other confidential information to maintain its 

competitive position. Although Venzee enters into confidentiality and invention assignment agreements with its 

employees and consultants and enters into confidentiality agreements with the parties with whom Venzee has strategic 

relationships and business alliances, no assurance can be given that these agreements will be effective in controlling 

access to and distribution of its products and proprietary information. Further, these agreements do not prevent 

Venzee’s competitors from independently developing technologies that are substantially equivalent or superior to its 

products. 

To protect its intellectual property rights, Venzee may be required to spend significant resources to monitor and protect 

these rights. Litigation may be necessary in the future to enforce Venzee’s intellectual property rights and to protect 

its trade secrets. Such litigation could be costly, time consuming and distracting to management and could result in 

the impairment or loss of portions of Venzee’s intellectual property. Furthermore, Venzee’s efforts to enforce its 

intellectual property rights may be met with defenses, counterclaims and countersuits attacking the validity and 

enforceability of its intellectual property rights. Venzee’s inability to protect its proprietary technology against 

unauthorized copying or use, as well as any costly litigation or diversion of its management’s attention and resources, 

could delay further sales or the implementation of our products, impair the functionality of its products, delay 

introductions of new products, result in its substituting inferior or more costly technologies into its products, or injure 

its reputation. In addition, Venzee may be required to license additional technology from third parties to develop and 

market new products, and Venzee cannot assure you that Venzee could license that technology on commercially 

reasonable terms or at all, and its inability to license this technology could harm its ability to compete. 

Venzee uses open source software in its products, which could negatively affect its ability to offer its products and 

subject Venzee to litigation or other actions. 

Venzee uses open source software in its products and may use more open source software in the future. From time to 

time, there have been claims challenging the ownership of open source software against companies that incorporate 

open source software into their products. However, the terms of many open source licenses have not been interpreted 

by Canadian or U.S. courts, and there is a risk that these licenses could be construed in a way that could impose 

unanticipated conditions or restrictions on Venzee’s ability to commercialize its products. As a result, Venzee could 

be subject to lawsuits by parties claiming ownership of what Venzee believe to be open source software. Litigation 

could be costly for Venzee to defend, have a negative effect on its results of operations and financial condition or 

require Venzee to devote additional research and development resources to change its products. In addition, if Venzee 

was to combine its proprietary software products with open source software in a certain manner, Venzee could, under 

certain of the open source licenses, be required to release the source code of its proprietary software to the public. This 

would allow its competitors to create similar products with less development effort and time. If Venzee inappropriately 

use open source software, or if the license terms for open source software that Venzee uses change, Venzee may be 

required to re-engineer its products, incur additional costs, discontinue the sale of some or all of its products or take 

other remedial actions. 

In addition to risks related to license requirements, usage of open source software can lead to greater risks than use of 

third-party commercial software, as open source licensors generally do not provide warranties or assurance of title or 

controls on origin of the software. In addition, many of the risks associated with usage of open source software, such 
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as the lack of warranties or assurances of title, cannot be eliminated, and could, if not properly addressed, negatively 

affect Venzee’s business. Venzee has established processes to help alleviate these risks, including a review process 

for screening requests from its development organizations for the use of open source software, but Venzee cannot be 

sure that all of its use of open source software is in a manner that is consistent with its current policies and procedures, 

or will not subject Venzee to liability. 

Indemnity provisions in various agreements may expose Venzee to liability for intellectual property infringement 

and other losses. 

Venzee’s agreements with customers and other third parties may include indemnification or other provisions under 

which Venzee agree to indemnify or otherwise be liable to them for losses suffered or incurred as a result of claims 

of intellectual property infringement, damages caused by Venzee to property or persons, or other liabilities relating to 

or arising from the use of its platform or other acts or omissions. As Venzee continue to grow, the possibility of these 

and other intellectual property rights claims against Venzee may increase. For any intellectual property rights 

indemnification claim against Venzee or its customers, Venzee will incur significant legal expenses and may have to 

pay damages, license fees and/or stop using technology found to be in violation of the third party’s rights. Large 

indemnity payments could harm Venzee’s business, results of operations and financial condition. Venzee may also 

have to seek a license for the technology. Such license may not be available on reasonable terms, if at all, and may 

significantly increase Venzee’s operating expenses or may require Venzee to restrict its business activities and limit 

its ability to deliver certain products. As a result, Venzee may also be required to develop alternative non-infringing 

technology, which could require significant effort and expense and/or cause Venzee to alter its platform, which could 

negatively affect its business. 

Customers may require Venzee to indemnify or otherwise be liable to them for breach of confidentiality, violation of 

applicable law or failure to implement adequate security measures with respect to their data stored, transmitted, or 

accessed using its platform. Although Venzee normally contractually limit its liability with respect to such obligations, 

the existence of such a dispute may have adverse effects on its customer relationship and reputation and Venzee may 

still incur substantial liability related to them. 

Any assertions by a third party, whether or not successful, with respect to such indemnification obligations could 

subject Venzee to costly and time-consuming litigation, expensive remediation and licenses, divert management 

attention and financial resources, harm its relationship with that customer and other current and prospective customers, 

reduce demand for its platform, and harm its brand, business, results of operations and financial condition. 

Venzee’s business is susceptible to risks associated with international sales and the use of its platform in various 

countries. 

Venzee’s international sales and the use of its platform in various countries subject Venzee to risks that Venzee does 

not generally face with respect to domestic sales within North America. These risks include, but are not limited to: 

● greater difficulty in enforcing contracts, including Venzee’s universal terms of service and other agreements; 

● lack of familiarity and burdens and complexity involved with complying with multiple, conflicting and 

changing foreign laws, standards, regulatory requirements, tariffs, export controls and other barriers; 

● difficulties in ensuring compliance with countries’ multiple, conflicting and changing international trade, 

customs and sanctions laws; 

● data privacy laws which may require that customer and customer data be stored and processed in a designated 

territory; 

● difficulties in managing systems integrators and technology partners; 

● differing technology standards; 

● potentially adverse tax consequences, including the complexities of foreign value added tax (or other tax) 

systems and restrictions on the repatriation of earnings; 

● uncertain political and economic climates; 

● currency exchange rates; 

● reduced or uncertain protection for intellectual property rights in some countries; and 

● new and different sources of competition. 



VENZEE TECHNOLOGIES INC.  

Management’s Discussion and Analysis 

For the three and twelve months ended December 31, 2020 

 

22 

 

These factors may cause Venzee’s international costs of doing business to exceed its comparable domestic costs and 

may also require significant management attention and financial resources. Any negative impact from Venzee’s 

international business efforts could adversely affect its business, results of operations and financial condition. 

Venzee does not have the history with its solutions or pricing models necessary to accurately predict optimal pricing 

necessary to attract new customers and retain existing customers. 

Venzee has limited experience determining the optimal prices for its solutions. Further, as competitors introduce new 

products that compete with Venzee’s products or reduce their prices, Venzee may be unable to attract new customers 

or retain existing customers based on its historical pricing. As Venzee expands internationally, Venzee also must 

determine the appropriate price to enable Venzee to compete effectively internationally. In addition, if Venzee’s mix 

of solutions sold changes, then Venzee may need to, or choose to, revise its pricing. As a result, Venzee may be 

required or choose to reduce its prices or change its pricing model, which could harm its business, results of operations 

and financial condition. 

Future acquisitions, strategic investments, partnerships or alliances could be difficult to identify and integrate, 

divert the attention of key management personnel, disrupt Venzee’s business, dilute stockholder value and harm 

its results of operations and financial condition. 

Venzee may in the future seek to acquire or invest in, businesses, products or technologies that Venzee believe could 

complement or expand its current platform, enhance its technical capabilities or otherwise offer growth opportunities. 

The pursuit of potential acquisitions may divert the attention of management and cause Venzee to incur various 

expenses in identifying, investigating and pursuing suitable acquisitions, whether or not they are consummated. In 

addition, Venzee has limited experience in acquiring other businesses. If Venzee acquires additional businesses, 

Venzee may not be able to integrate successfully the acquired personnel, operations and technologies, or effectively 

manage the combined business following the acquisition. 

Venzee may not be able to find and identify desirable acquisition targets or Venzee may not be successful in entering 

into an agreement with any one target. Acquisitions could also result in dilutive issuances of equity securities or the 

incurrence of debt, which could harm its results of operations. In addition, if an acquired business fails to meet 

Venzee’s expectations, its business, results of operations and financial condition may suffer. 

Venzee’s failure to raise additional capital or generate cash flows necessary to expand its operations and invest in 

new technologies in the future could reduce its ability to compete successfully and harm its results of operations. 

Venzee may need to raise additional funds, and Venzee may not be able to obtain additional debt or equity financing 

on favorable terms, if at all. If Venzee raises additional equity financing, its security holders may experience 

significant dilution of their ownership interests. If Venzee engages in debt financing, Venzee may be required to accept 

terms that restrict its ability to incur additional indebtedness, force Venzee to maintain specified liquidity or other 

ratios or restrict its ability to pay dividends or make acquisitions. If Venzee needs additional capital and cannot raise 

it on acceptable terms, or at all, Venzee may not be able to, among other things: 

● develop and enhance its products; 

● continue to expand its product development, sales and marketing organizations; 

● hire, train and retain employees; 

● respond to competitive pressures or unanticipated working capital requirements; or 

● pursue acquisition opportunities. 

If Venzee fails to maintain an effective system of disclosure controls and internal control over financial reporting, 

its ability to produce timely and accurate financial statements could be impaired. 

In order to maintain and improve the effectiveness of its disclosure controls and procedures and internal control over 

financial reporting, Venzee has expended, and anticipate that Venzee will continue to expend, significant resources, 

including accounting-related costs and significant management oversight. If any of these new or improved controls 

and systems do not perform as expected, Venzee may experience material weaknesses in its controls. 
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Any failure to develop or maintain effective controls or any difficulties encountered in their implementation or 

improvement could harm Venzee’s results of operations or cause Venzee to fail to meet its reporting obligations and 

may result in a restatement of its financial statements for prior periods. Ineffective disclosure controls and procedures 

and internal control over financial reporting could also cause investors to lose confidence in its reported financial and 

other information, which would likely have a negative effect on the trading price of its common stock. Venzee is not 

currently required to make a formal assessment of the effectiveness of its internal control over financial reporting 

under applicable Canadian securities laws. Any failure to maintain effective disclosure controls and internal control 

over financial reporting could harm Venzee’s business and results of operations and could cause a decline in the price 

of its common stock. 

The share price of our common shares had been and may be volatile. 

The market price for the Venzee common shares has been an may be volatile and subject to wide fluctuations in 

response to numerous factors, many of which are beyond Venzee’s control, including, but not limited to, the following: 

(i) actual or anticipated fluctuations in Venzee’s quarterly results of operations; (ii) recommendations by securities 

research analysts; (iii) changes in the economic performance or market valuations of other issuers that investors deem 

comparable to Venzee; (iv) addition or departure of Venzee’s executive officers and other key personnel; (v) sales or 

anticipated sales of additional Venzee common shares; (vi) significant acquisitions or business combinations, strategic 

partnerships, joint ventures or capital commitments by or involving Venzee or its competitors; and (vii) news reports 

relating to trends, concerns, technological or competitive developments, regulatory changes and other related issues 

in Venzee’s industry or target markets. Financial markets have recently experienced significant price and volume 

fluctuations that have particularly affected the market prices of equity securities of public entities and that have, in 

many cases, been unrelated to the operating performance, underlying asset values or prospects of such entities. 

Accordingly, the market price of the Venzee common shares may decline even if Venzee’s operating results, 

underlying asset values or prospects have not changed. Additionally, these factors, as well as other related factors, 

may cause decreases in asset values that are deemed to be other than temporary, which may result in impairment 

losses. There can be no assurance that continuing fluctuations in price and volume will not occur. If such increased 

levels of volatility and market turmoil continue for a protracted period of time, the trading price of Venzee common 

shares may be materially adversely affected. 

Global financial conditions may impact Venzee and its operations. 

Global financial conditions have always been subject to volatility. This volatility may impact the ability of Venzee to 

obtain equity or debt financing in the future and, if obtained, on terms favourable to Venzee. Increased levels of 

volatility and market turmoil can adversely impact Venzee’s operations and the value and the price of Venzee common 

shares could be adversely affected. 

 


