
200 – 375 Water Street, Office 8186, Vancouver BC Canada V6B 0M9 
Tel.: 604-270-8881 E-mail: corporate.admin@bexarventures.com 

 

 

 
 
 
 
 
 
 
 
 
 

BEXAR VENTURES INC. 
 

 
 
 

Management Discussion and Analysis  
of  

Financial Position and Results of Operations  
for the  

Nine-month period ended June 30, 2020 
 
 

 
 
 
 
 
 
 
 

This report is dated August 28, 2020.  
(The “Report Date”) 



 

Bexar Ventures Inc. 
Management Discussion and Analysis 
For the nine-month period ended June 30, 2020 2 

 
Introduction 
 
The following information should be read in conjunction with the unaudited condensed financial statements of Bexar 
Ventures Inc. (“Bexar” or the “Company”) for the nine-month period ended June 30, 2020 and the annual audited 
financial statements for the years ended September 30, 2019.   

The financial statements are prepared in accordance with International Financial Reporting Standards (“IFRS”).   

Note 3 to the audited financial statements at September 30, 2019 describes the Company’s significant accounting 
policies, as well as new accounting pronouncements not yet effective.  During the nine-month period ended June 
30, 2020, the Company’s critical accounting estimates and significant accounting policies have remained 
substantially unchanged.    
 
All amounts presented in this document are stated in Canadian dollars, except where otherwise noted.   
 
Forward Looking Statements 

 

This Management’s Discussion and Analysis is intended to supplement and complement the unaudited condensed 
financial statements for the nine-month period ended June 30, 2020, and the notes thereto (the “Financial 
Statements”).  Readers are encouraged to review these Financial Statements in conjunction with a review of this 
Management’s Discussion and Analysis.  Certain notes to the Financial Statements are specifically referred to in this 
Management’s Discussion and Analysis and such notes are incorporated by reference herein.  Forward-looking 
statements are subject to known and unknown risks, uncertainties and other factors that may cause actual results 
to differ materially from those implied by the forward-looking statements.  These forward-looking statements are 
based on, but not limited to, material assumptions including: the attainment of certain sales targets and company 
performance; the ability of the Company to successfully execute on its growth and new business strategies, including 
attracting new higher education clients; continuation of support from existing higher education clients; the demand 
for its products continuing to increase; stable currency valuations; a sufficiently stable and healthy global economic 
environment; and other expectations, intentions and plans contained in this MD&A that are not historical fact. When 
used in this MD&A, the words “plan,” “expect,” “believe,” and similar expressions generally identify forward looking 
statements. These statements reflect current expectations. They are subject to a number of risks and uncertainties, 
including, but not limited to, changes in technology and general market conditions. In light of the many risks and 
uncertainties, readers should understand that the Company cannot offer assurance that the forward-looking 
statements contained in this analysis will be realized.  Readers are cautioned not to place undue reliance on these 
forward-looking statements, which speak only as of the date the statements were made, and readers are advised 
to consider such forward-looking statements in light of the risks as set forth below.   
 
Additional information relating to the Company may be found on SEDAR at www.sedar.com. 
 

Corporate Overview and Description of Business 

 

Bexar Ventures Inc. (the “Company”) was incorporated under the provisions of the Company Act of British Columbia 
on February 1, 2017, as a wholly owned subsidiary of Kona Bay Technologies Inc. (“Kona Bay”) 
 
On December 13, 2017, Kona Bay completed its reorganization, and the Company became a reporting issuer.  On 
March 27, 2018, the Company obtained a listing on the Canadian Stock Exchange under the symbol “BXV”. 
 
The address of the Company’s corporate office and its principal place of business is Suite 8186, 200 – 375 Water 
Street, Vancouver, BC, V6B 0M9.  

http://www.sedar.com/
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Description of the Business 

 
Bexar is a technology company specializing in selling software-as-a-service business services (“SAAS”) to corporate 
customers.  The Company specializes in online testing platforms for training and high-stakes applications. Bexar 
designs, develops, and manages an online testing platform for higher education clients with multiple campus 
locations and complex requirements. The testing platform is highly flexible and supports a wide range of question 
content types incorporating multimedia elements for reading, writing, speaking, and listening assessments. Higher 
education clients use the platform to deliver practice tests, high-stakes assessments, and professional training. 
 
Potential impact of the Pandemic on Corporate Operations and Activities 
 
During March 2020, there was a global outbreak of COVID-19 (Coronavirus), which has had a significant impact on 
businesses through the restrictions put in place by the governments in which the Company operates regarding travel, 
business operations and isolation/quarantine orders. At this time, the extent of the impact that the COVID-19 
outbreak may have on the Company is unknown as this will depend on future developments that are highly uncertain 
and that cannot be predicted with confidence. These uncertainties arise from the inability to predict the ultimate 
geographic spread of the disease, and the duration of the outbreak, including the duration of travel restrictions, 
business closures or disruptions, and quarantine/isolation measures that are currently, or may be put in place. While 
the extent of the impact is unknown, the Company anticipates this outbreak may adversely affect the economies 
and financial markets of many countries, resulting in an economic downturn that could further affect the Company’s 
operations and ability to finance its operations.  
 
Proposed Transaction 
 
On March 4, 2020 the Company executed a binding letter of intent (the “LOI”) with Wedge Networks Inc (“Wedge”), 
whereby the Company is proposing to acquire 100% of Wedge by way of  a reverse takeover of Bexar by Wedge (the 
“Proposed Transaction”), with the resulting company (the “Resulting Issuer”) operating under the name “Wedge 
Networks Inc.,” or such other name as may be approved by the board and the Canadian Securities Exchange (the 
“Exchange”) and carrying on the business of Wedge as currently constituted.  Wedge is a cloud-based cybersecurity 
vendor with proprietary technologies that detect and block cyber threats in real time. The reader is referred to the 
news release dated March 11, 2020 for additional details regarding Wedge and the Proposed Transaction. 
 
On July 2, 2020, the Company announced that the LOI with Wedge expired as a result of the conditions precedent 
defined in the LOI remaining unmet. Outstanding conditions precedent include Wedge recurring revenue 
requirement. The Company confirms it has no further obligations to Wedge or to proceed with the proposed 
transaction. 
 

Changes in Directors and Management 
 
On April 16, 2020, the Company announced that Dickson Hall, a Company director, had resigned from the Company's 
Board of Directors to focus on his other business commitments.   
 
On June 11, 2020, the Company announced that Rob Goehring had been appointed to the Board of Directors. Mr. 
Goehring is an entrepreneur with over 20 years’ experience founding and running private and public software and 
hardware companies in telecom, marketing tech, SaaS and financial services. He is currently the CEO of Think 
Technologies, a developer of artificial intelligence software solutions, and was previously CEO of RewardStream, a 
leader in referral and loyalty marketing, the Chief Marketing Officer of TIO Networks, and the co-founder of Contigo 
Systems, an award-winning telematics company. Mr. Goehring has an MBA from Simon Fraser University in 
Marketing and MIS, is an advisor to technology growth companies, and speaks on marketing technology trends. Rob 
is also the founding director of the AI C-Council for the BC Technology Industry Association. 
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Results of Operations    
 
During the three and nine-month periods ended June 30, 2020, the Company had revenues of $94,065 (Year to date: 
$375,368) (2019 - $70,982 and $257,097), and operating expenses of $132,887 (YTD: $445,419) (2019: $171,207 and 
$501,348).  Accordingly, the comprehensive loss was $38,822 (YTD: $70,051) (2019: $100,225 and $244,251).     

Revenues increased during the quarter in part due to new contracts from an existing client for a significant mobile 
app, assisted by favourable exchange rates as contracts are in US dollars. 

The most significant elements of the Company’s expenses are: 

• Accounting and legal expenses were lower at $8,075 (YTD: $30,644) (2019: $13,600 and $50,365) as a result of 
higher corporate and regulatory activities in 2019; 

• Depreciation of $151 (YTD: $302) (2019: $nil) was recorded in 2020 due to assets acquired during the period. 

• Consulting expenses of $60,000 (YTD: $180,000) (2019: $70,500 and $182,500) reflect contracts in place during 
both periods as the Company continues to review business proposals related to potential acquisitions; 

• Corporate development expenses of $3,052 (YTD: $6,051) (2019: $(6,427) and $43,747) are timing and activity 
related, reflecting similar activities and expenses as consulting above.  There was a reclassification in Q2 2019 
resulting in the negative amount in the quarter;  

• A foreign exchange gain of $1,815 (YTD: $3,714) (2019: a loss of $23,762 and $17,456) was recognized during 
the periods based on the timing and currency of client receipts; 

• Interest expense of $1,211 (YTD: $3,699) (2019: $2,939 and $8,939) was recorded on the promissory note issued 
to acquire the business of the Company, with the interest expense declining in 2020 as the Company has 
significantly paid down the balance outstanding; 

• Management fees of $18,000 (YTD: $54,000 (2019: $18,000 and $54,000) were recorded for services rendered 
by Kona Bay, the former parent company; 

• Regulatory and filing fees of $3,116 (YTD: $19,044) (2019: $2,799 and $18,582) were incurred as part of 
maintaining a listing on a stock exchange, with 2020 expenses being higher due to additional filing requirements; 

• Selling, office and general expenses were nominal at $1,156 (YTD: $6,529) (2019: $(379) and 7,141) and were 
incurred to run the operations of the Company; and 

• Wages and benefits were $39,941 (YTD: $148,864) (2019: $46,413 and $118,618) reflecting an increase in 
contract and employee compensation to carry on the operations of the Company.   
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Summary of Quarterly Results (Unaudited) 

 

 
Selected Annual Information 
 
The following table summarizes selected audited financial information of the Company for the fiscal years ended 
September 30, 2019, 2018 and 2017.  The information should be read in conjunction with the Company’s audited 
annual financial statements and related notes. 

 

Year ended 
09/30/2019  

(audited) 

Year ended 
09/30/2018 

(audited) 

Year ended 
09/30/2017  

(audited) 
Statement of Operation    

Revenue 312,195 336,198 31,632 

Operating Expenses 614,207 430,880 30,289 
Other Items - (248,874) (51,440) 

Net Income (Loss) (302,012) (343,556) (50,097) 

Financial Position    

Current Assets 51,368 141,470 90,685 

Total Assets 51,369 141,471 90,685 

Total Liabilities (291,504) (242,423) (108,281) 

Shareholders’ Equity (Deficiency) (240,135) (100,952) (17,596) 

 

Q3 Q2 Q1 Q4

June 30, Mar. 31, Dec. 31, Sept. 30,

2020 2020 2019 2019

Sales                 94,065               141,790               139,513                  55,098 

Expenses             (132,887)             (162,005)             (150,527)              (121,798)

Net income (loss ) (38,822)              (20,215)              (11,014)              (66,700)               

Comprehens ive income (loss ) (38,822)              (20,215)              (11,014)              (60,761)               

Income (loss ) per share (0.01)                  (0.00)                  (0.00)                  (0.01)                   

Total  Assets 81,603               97,111               183,019             51,369                

Working capita l  (deficiency) (229,484)            (189,865)            (212,396)            (154,413)             

Q3 Q2 Q1 Q4

June 30, Mar. 31, Dec. 31, Sept. 30,

2019 2019 2018 2018

Sales                 70,982                 93,355                 92,760                259,190 

Expenses             (168,268)             (150,630)             (173,511)              (277,433)

Net income (loss ) (97,286)              (57,275)              (80,751)              (14,588)               

Comprehens ive income (loss ) (100,225)            (60,275)              (80,751)              (263,462)             

Income (loss ) per share (0.01)                  (0.01)                  (0.01)                  (0.08)                   

Total  Assets 115,809             224,456             290,102             141,471              

Working capita l  (916)                   136,931             194,206             108,624              

Fiscal 2018-2019

Fiscal 2019-2020
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Year ended September 30, 2019 
 
During the year ended September 30, 2019, the Company had revenues of $312,195 (2018 - $336,198), and 
operating expenses of $614,207 (2018: $430,880).  Accordingly, the loss from operations was $302,012 (2018: 
$94,682).  The comprehensive loss was $302,012 (2018: $343,556).  Custom software development revenues 
declined to $115,974 from $168,800 in 2018, while hosting revenues increased to $196,221 in 2019 compared to 
$167,398.  

Year ended September 30, 2018 
 
During the year ended September 30, 2018, the Company had revenues of $336,198 (2017: $31,632), and operating 
expenses of $430,880 (2017: $30,289).  Accordingly, the loss from operations was $248,874 (2017: $51,440). The 
intangible assets acquired from Kona Bay were written down to $1 from their acquisition cost of $200,000 due to 
the general reduction in revenues during the year and uncertainty surrounding future revenues for the client base.  
The comprehensive loss was $343,556 (2017: $50,097). 
 
History as a “Discontinued Operation of Kona Bay for the year ended September 30, 2017 
 
Kona Bay reported the results of the Bexar business segment as discontinued operations held for sale in its 2017 
annual audited consolidated financial statements. In addition to the amounts noted above by the Company for 2017, 
the business segment reported revenues of $423,387, and expenses of $246,003.  An income tax expense of $18,903 
was also recorded.  Accordingly, the business segment reported income of $158,481.   The reader is referred to Note 
11 of the 2017 audited financial statements of Bexar and Note 17 of the audited financial statements of Kona Bay 
for further details. 
 
Financing Activities 

As part of the closing of the Arrangement on December 13, 2017, the Company executed a promissory note in favour 
of ACT360 in the principal amount of $200,000 with a maturity date of December 13, 2020. Interest is calculating 
and accruing daily at 6% per annum from the date of issue, payable on a semi-annual basis commencing on June 13, 
2018. The promissory note may be negotiated, assigned, discounted or pledged by ACT360. The amount payable 
consists of the following: 
 
 June 30, 2020  September 30, 2019 

      
Principal  $ 200,000  $ 200,000 
Accrued interest  24,932   20,284 
Repayment of principal  (119,000)   (119,000) 
Repayment of interest  (22,721)   (15,561) 

Total $ 82,211  $ 85,723 

 
 
During the nine-month period ended June 30, 2020, there were no changes to the Company’s share capital. 
 
During the year ended September 30, 2019, on November 20, 2018, the Company closed a private placement 
consisting of 1,663,330 units at a price of $0.10 per unit for gross proceeds of $166,333.  Each unit consisted of one 
common share of the company and one common share purchase warrant entitling the holder to purchase one 
additional share at $0.10 per share for a period of one year from the date of the issue.  Share issuance costs of $3,504 
were incurred in connection with this private placement. 
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Liquidity and Capital Resources 

The Company’s aggregate operating, investing and financing activities for the nine-month period ended June 30, 
2020 resulted in a cash decrease of $6,142 (September 30, 2019: $200). As at June 30, 2020, the Company’s cash 
and cash equivalents balance was a deficit of $5,229 (September 30, 2019: $913) and the Company had a working 
capital deficit of $299,484 (September 30, 2019: $154,413).  
 
During the nine-month period ended June 30, 2020, the Company paid $1,810 (year ended September 30, 2019 - 
$nil) to acquire equipment. No other capital expenditures were incurred. 
 

Transactions with Related Parties 

 
The Company has identified its directors and certain senior officers as its key personnel and the compensation costs 
for key personnel and companies related to them were recorded at their exchange amounts as agreed upon by 
transacting parties. The remuneration of the Company's directors and other key management was as follows during 
the periods ended June 30, 2020 and 2019: 
 

 
(a) Consulting fees of $90,000 (2019 - $90,000) were paid or accrued to a director of the Company. 

(b) Management salary of $43,073 (2019 - $54,000) was allocated by ACT360 with respect to the Company’s 
VP of Development.  

(c) Professional fees of $13,500 (2019 - $13,000) were allocated by ACT360 with respect to the Company’s 
Chief Financial Officer of the Company. 

As at June 30, 2020, $99,500 (September 30, 2019 - $73,500) were owing to key management personnel for fees 
and expenses and the amounts were included in accounts payable. The amounts payable are non-interest bearing, 
are unsecured, and have no specific terms of repayment. 

On December 15, 2017, the Company entered into a Management Administrative Services Agreement (the “MASA”) 
with Kona Bay for the purpose of providing certain management and administrative services to the Company. 
Pursuant to the MASA, the Company will pay a monthly service fee that will be reviewed and mutually agreed upon 
prior to the start of each fiscal year on October 1st. The MASA terminated on September 30, 2019 and is currently in 
effect on a month-to-month basis.  During the nine-month period ended June 30, 2020, the Company paid or accrued 
$54,000 (March 31, 2019 - $36,000) to Kona Bay.  
 
The balance due to or from ACT360 at June 30, 2020 and September 30, 2019 consists of revenue collected by 
ACT360 from the Company’s clients on the Company’s behalf, net of expenses incurred by ACT360 on the Company’s 
behalf. The balance due to Kona Bay at June 30, 2020 and September 30, 2019 consists of expenses incurred by Kona 
Bay on behalf of the Company.   

2020 2019 2020 2019

Consulting fees  $        30,000  $        30,000  $        90,000  $        90,000 

Management sa lary            10,479            15,290            43,073            54,000 

Profess ional  fees              4,500            10,500            13,500            13,000 

 $        44,979  $        55,790  $      146,573  $      157,000 

Three-month period ended       

June 30, 

Nine-month period ended                    

June 30,
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A shareholder’s loan of $10,000 was advanced by a director of the Company as of September 30, 2019.  It was fully 
repaid during the quarter ended December 31, 2019. 
 
These balances are unsecured, non-interest bearing and have no specific terms of repayment.  
 
Off Balance Sheet Arrangements 

To the best of management’s knowledge, there are no other off-balance sheet arrangements that have, or are 
reasonably likely to have, a current or future effect on the results of operations or financial condition of the company. 
 
Critical Accounting Estimates  

 
The preparation of the Company’s financial statements in conformity with IFRS requires management to make 
judgments, estimates and assumptions that affect the application of accounting policies and the reported amounts 
of assets, liabilities and contingent liabilities at the date of the financial statements and reported amounts of 
revenues and expenses during the reporting period. Estimates and assumptions are continuously evaluated and are 
based on management’s experience and other factors, including expectations of future events that are believed to 
be reasonable under the circumstances. However, actual outcomes can differ from these estimates. Revisions to 
accounting estimates are recognized in the period in which the estimates are revised and in any future periods 
affected. 
 
Critical Judgments 
 
Going concern of operations 
 
Management has made the determination that the Company will continue as a going concern for the next year. 
 
Intangible assets 
 
The application of the Company’s accounting policy for intangible assets requires judgment in determining whether 
it is likely that future economic benefits will flow to the Company, which may be based on assumptions about future 
events or circumstances. Estimates and assumptions made may change if new information becomes available. If, 
after an intangible asset is capitalized, information becomes available suggesting that the recovery of the value of 
the asset is unlikely, the amount capitalized is written off to profit or loss in the period the new information becomes 
available. 
 
Revenue Recognition  

The application of the Company’s accounting policy for revenue recognition for customer software development 
requires judgement in determining the percentage of completion.  

Estimates 
 
Allocation of expenses 
 
Kona Bay and ACT360 incur, either directly or indirectly, wages, benefits and other costs on behalf of the Company. 
Judgement is required in determining the amounts that are allocated to the Company. 
 
The Company makes estimates and assumptions about the future that affect the reported amounts of assets and 
liabilities. Estimates and judgments are continually evaluated based on historical experience and other factors, 
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including expectations of future events that are believed to be reasonable under the circumstances.  In the future, 
actual experience may differ from these estimates and assumptions. 
 
The effect of a change in an accounting estimate is recognized prospectively by including it in comprehensive income 
in the year of the change, if the change affects that year only, or in the year of the change and future years, if the 
change affects both. 
 
Accounting Policies 

 
Foreign currency translation – The functional and presentation currency of the Company is the Canadian dollar.   
 
Transactions in currencies other than the functional currency are recorded at the rates of exchange prevailing on 
the dates of the transactions.  At each financial position reporting date, monetary assets and liabilities that are 
denominated in foreign currencies are translated at the rates prevailing at the date of the statement of financial 
position.  Non-monetary items that are measured in terms of historical cost in a foreign currency are not 
retranslated. 
 
Cash and cash equivalents - The Company considers deposits with banks or highly liquid short-term interest-bearing 
securities that are readily convertible to known amounts of cash and those that have maturities of three months or 
less when acquired to be cash equivalents.   The Company did not have any cash equivalents at September 30, 2019 
and 2018. 
 
Intangible assets - intangible assets acquired separately are measured on initial recognition at cost. The cost of 
intangible assets acquired is their fair value as at the date of acquisition. Following initial recognition, intangible 
assets are carried at cost less any accumulated amortization and accumulated impairment losses.  
 
The useful lives of intangible assets are assessed as either finite or indefinite. Intangible assets with finite lives are 
amortized over the useful economic life and assessed for impairment whenever there is an indication that the 
intangible asset may be impaired. The amortization period and the amortization method for an intangible asset with 
a finite useful life is reviewed at least at the end of each reporting period. Changes in the expected useful life or the 
expected pattern of consumption of future economic benefits embodied in the asset is accounted for by changing 
the amortization period or method, as appropriate, and are treated as changes in accounting estimates. The 
amortization expense on intangible assets with finite lives is recognized in the statement of operations and 
comprehensive loss in the expense category consistent with the function of the intangible assets. 
 
Intangible assets with indefinite useful lives are not amortized, but are tested for impairment annually, either 
individually or at the cash-generating unit level. The assessment of indefinite life is reviewed annually to determine 
whether the indefinite life continues to be supportable. If not, the change in useful life from indefinite to finite is 
made on a prospective basis.  
 
Gains or losses arising from de-recognition of an intangible asset are measured as the difference between the net 
disposal proceeds and the carrying amount of the asset and are recognized in the statement of operations and 
comprehensive loss when the asset is derecognized. 
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A summary of the policies applied to the Company’s intangible assets is as follows: 

  

Customer Relationships – 
Software Development  

Customer Relationships - 
Hosting 

Useful lives  Finite  Finite 

Amortization method used  Amortized on a straight-
line basis over three 
years 

 Amortized on a straight-
line basis over three 
years 

 
 
Share issuance costs - Professional, consulting, regulatory and other costs directly attributable to financing 
transactions are recorded as deferred share issuance costs until the financing transactions are completed, if the 
completion of the transaction is considered likely; otherwise they are expensed as incurred. Share issuance costs are 
charged to share capital when the related shares are issued. Deferred share issuance costs related to financing 
transactions that are not completed are charged to expenses. 
Income taxes - The Company provides for income taxes using the liability method of tax allocation. Under this 
method deferred income tax assets and liabilities are determined based on temporary differences between the 
accounting and tax bases of existing assets and liabilities and are measured using enacted or substantially enacted 
tax rates expected to apply when these differences reverse. Deferred income tax assets are recognized to the extent 
that management has determined it is probable to be realized. 

Revenue recognition - The Company develops and host software products for customers. Revenues from the 
development of custom software products is recognized by the stage of completion of the arrangement determined 
using the percentage of completion method or as such services are performed as appropriate in the circumstances. 
The revenue and profit of contracts is recognized on a percentage of completion basis when the outcome of a 
contract can be estimated reliably. When the outcome of the contract cannot be estimated reliable, the amount of 
revenue recognized is limited to the cost incurred in the period. Losses on contracts are recognized as soon as a loss 
is foreseen by reference to the estimated costs of completion. Hosting revenues are recognized on a monthly basis 
if collection is probable. 
 
Share-based payments - The Company records all share-based payments at their fair value.  The share-based 
compensation costs are charged to operations over the stock option vesting period.  Agents’ options and warrants 
issued in connection with common share placements are recorded at their fair value on the date of issue as share 
issuance costs. At each financial position reporting date, the amount recognized as an expense is adjusted to reflect 
the actual number of stock options expected to vest. On the exercise of stock options and agents’ options and 
warrants, share capital is credited for consideration received and for fair value amounts previously credited to 
contributed surplus. The Company uses the Black-Scholes option pricing model to estimate the fair value of 
share-based compensation. 
 
Earnings (Loss) per share - The Company uses the treasury stock method in computing earnings (loss) per share. 
Under this method, basic earnings (loss) per share is computed by dividing earnings (loss) available to common 
shareholders by the weighted average number of common shares outstanding during the year. Diluted earnings 
(loss) per share is calculated by adjusting the weighted average number of common shares outstanding using the 
treasury stock method, to reflect the potential dilution of securities that could result from the exercise of in-the-
money stock options and warrants. For the years presented, the existence of stock options affects the calculation of 
loss per share on a fully diluted basis.  
 



 

Bexar Ventures Inc. 
Management Discussion and Analysis 
For the nine-month period ended June 30, 2020 11 

 
Development costs – Development costs are expensed as incurred, except in cases where development costs meet 
certain identifiable criteria for deferral. The Company has not capitalized any product development costs during the 
year. 
 
Financial instruments - All financial assets are initially recorded at fair value and classified into one of four categories: 
held to maturity, available for sale, loans and receivables or at fair value through profit or loss (“FVTPL”).  All financial 
liabilities are initially recorded at fair value and classified as either FVTPL or other financial liabilities. Financial 
instruments comprise cash and cash equivalents, trade accounts receivable and accounts payable and accrued 
liabilities. At initial recognition management has classified financial assets and liabilities as follows:  

a) Financial assets 

The Company has classified its cash as FVTPL. A financial instrument is classified as FVTPL if it is held for trading or is 
designated as such upon initial recognition. Financial instruments are designated as FVTPL if the Company manages 
such investments and makes purchase and sale decisions based on their fair value in accordance with the Company’s 
documented risk management or investment strategy. Financial instruments classified as FVTPL are measured at fair 
value and changes therein are recognized in income. The Company has classified its trade accounts receivable as 
loans and receivables.  Loans and receivables are measured at amortized cost using the effective interest method.  
The Company has not classified any financial assets as held to maturity or as available for sale.  

b) Financial liabilities 

The Company has classified its accounts payable and accrued liabilities as other financial liabilities.  Accounts payable 
and accrued liabilities are recognized at the amount required to be paid, less, when material, a discount to reduce 
the payable to fair value. The Company derecognizes a financial liability when its contractual obligations are 
discharged, cancelled, or expire.  
 
Changes in Accounting Policies  

Note 3 to the audited financial statements at September 30, 2019 describes the Company’s significant accounting 
policies, as well as new accounting pronouncements not yet effective.  During the nine-month period ended June 
30, 2020, the Company’s critical accounting estimates and significant accounting policies have remained 
substantially unchanged.    

 
Financial Instruments 

The company is exposed through its operations to the following financial risks: 
 

• Market Risk 

• Credit Risk 

• Liquidity Risk 
 
In common with all other businesses, the company is exposed to risks that arise from its use of financial instruments. 
This note describes the Company’s objectives, policies, and processes for managing those risks and the methods 
used to measure them. Further quantitative information in respect of these risks is presented throughout these 
financial statements. 
 
General Objectives, Policies, and Processes 
 
The Board of Directors has overall responsibility for the determination of the Company’s risk management objectives 
and policies and, while retaining ultimate responsibility for them, it has delegated the authority for designing and 
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operating processes that ensure the effective implementation of the objectives and policies to the Company’s 
finance function.  
 
The overall objective of the Board is to set policies that seek to reduce risk as far as possible without unduly affecting 
the Company’s competitiveness and flexibility. Further details regarding these policies are set out below. 
 
Market Risk 
 
Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of 
changes in market prices.  Market prices are comprised of four types of risk: foreign currency risk, interest rate risk, 
commodity price risk and equity price risk. 
 
Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of 
changes in market prices.  Market prices are comprised of four types of risk: foreign currency risk, interest rate risk, 
commodity price risk and equity price risk. 
 
Foreign Currency Risk 
 
Foreign currency risk is the risk that a variation in exchange rates between the Canadian dollar and United States 
dollar or other foreign currencies will affect the Company’s operations and financial results.  The Company is exposed 
to currency risk to the extent that monetary assets and liabilities held by the Company are not denominated in 
Canadian dollars.  The Company has not entered into any foreign currency contracts to mitigate this risk. 
 
The Company holds balances in United States dollars which could give rise to exposure to foreign exchange risk.  
Sensitivity to a plus or minus 10% change in the foreign exchange rate of the United States dollar to the Canadian 
dollar would affect the reported loss and comprehensive loss by approximately $5,400, as detailed below: 
 

 
United States Dollar Denominated Balances 

June 30, 
 2020 

 September 30, 
2019 

    
Trade accounts receivable  $ 54,150   $ 24,860 
10% change in exchange rate impact  $ 5,415   $ 2,486 

 
Credit Risk  

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument fails to 
meet its contractual obligations.  Financial instruments which are potentially subject to credit risk for the Company 
consist primarily of cash and cash equivalents and trade accounts receivable.  Cash and cash equivalents are 
maintained with financial institutions of reputable credit and may be redeemed upon demand.   

The carrying amount of financial assets represents the maximum credit exposure.  The Company has gross credit 
exposure at June 30, 2020 relating to cash and cash equivalents (or bank indebtedness) of ($5,229) (September 30, 
2019: $913) held in deposits at a Canadian chartered bank.  The Company considers this credit risk to be minimal for 
all cash and cash equivalent assets based on changes that are reasonably possible at the reporting date.  The 
Company has gross credit exposure at June 30, 2020 relating to trade accounts receivable of $74,482 (September 
30, 2019: $24,860). Trade accounts receivable at June 30, 2020 and September 30, 2019, were due from one 
customer. The Company considers this credit risk to be minimal.  
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Liquidity Risk 
 
Liquidity risk is the risk that the Company will not be able to meets its financial obligations as they become due.  The 
Company’s policy is to ensure that it will always have sufficient cash to allow it to meet its liabilities when they 
become due, under both normal and stressed conditions, without incurring unacceptable losses or risking damage  
to the Company’s reputation.  They key to success in managing liquidity is the degree of certainty in the cash flow 
projections.  If future cash flows are fairly uncertain, the liquidity risk increases. 
 
The Company’s objective is to ensure that it has sufficient cash on demand to meet expected operational expenses.  
To achieve this objective, the Company will prepare annual capital expenditure budgets which will be regularly 
monitored and updated as necessary.   
 
The Company monitors its risk of shortage of funds by monitoring the maturity dates of existing trade and other 
accounts payable. The following table sets out the contractual maturities (representing undiscounted contractual 
cash flows) of financial liabilities: 
 

 
 
Outstanding Share Data 

 
As at June 30, 2020, the following table summarizes the outstanding share capital of the Company: 

 
June 30, 2020 Report Date 

   
Common Shares 6,993,931 6,993,931 
Stock Options - - 

Warrants (1)    2,950,000 2,950,000 

Total, Fully Diluted 9,943,931 9,943,931 

 
1) Consists of: 

▪ 2,400,000 warrants exercisable at a price of $0.10 per share until February 28, 2023 
▪ 550,000 warrants exercisable at a price of $0.10 per share until July 23, 2023.  

 

Up to 3 

months

Between 3 & 

12 months

Between 1 & 

3 years
Total

June 30, 2020

Bank indebtedness  $         5,229  $                  -  $                  -  $         5,229 

Accounts payable and accrued liabilities         208,528                      -                      -         208,528 

Due to Kona Bay                      -             9,450                      -             9,450 

Promissory note payable             1,211           81,000                      -           82,211 

 $    214,968  $       90,450  $                  -  $    305,418 

September 30, 2019

Accounts payable and accrued liabilities  $    171,273  $                  -  $                  -  $    171,273 

Due to Kona Bay                      -           17,781                      -           17,781 

Shareholder's loan                      -           10,000                      -           10,000 

Promissory note payable             2,955             1,768           81,000           85,723 

 $    174,228  $       29,549  $       81,000  $    284,777 
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Risks and Uncertainties 

An investment in the Company’ shares should be considered highly speculative due to the nature of the Company’s 
business and the present stage of its development. In evaluating the company and its business, the Reader should 
carefully consider the following risk factors in addition to the other information contained in this management 
discussion and analysis. These risk factors are not a definitive list of all risk factors associated with the Company. It 
is believed that these are the factors that could cause actual results to be different from expected and historical 
results. Investors should not rely upon forward-looking statements as a prediction of future results. 
 
Business Model 
 
The industry in which the Company operates is characterized by rapidly-changing Internet media, evolving industry 
conditions and standards, and changing user and client demands. Any evaluation of the Company’s business and its 
prospects must be considered in light of these factors and the risks and uncertainties often encountered by 
companies in an evolving industry. 
 
Some of these risks and uncertainties relate to the Company’s ability to maintain and expand client relationships, 
sustain and increase the number of visitors to the Company’s websites, respond effectively to competition and 
potential negative effects of competition on profit margins, and respond to government regulations relating to the 
Internet and personal data protection.  If the Company is unable to address these risks, its business, results of 
operations and prospects could suffer. 
 
Dependence on Data Center Providers 
 
The Company relies on Internet bandwidth and data center providers and other third parties for key aspects of the 
process of providing services to its clients, and any failure or interruption in the services and products provided by 
these third parties could harm the Company’s business. Any financial or other difficulties the Company’s providers’ 
face may have negative effects on the Company’s business, the nature and extent of which the Company cannot 
predict. The Company exercises little control over these third-party vendors, which increases the Company’s 
vulnerability to problems with the services they provide. The Company licenses technology and related databases 
from third parties to facilitate analysis and storage of data and delivery of offerings. The Company has experienced 
interruptions and delays in service and availability for data centers, bandwidth and other technologies in the past. 
Any errors, failures, interruptions or delays experienced in connection with these third-party technologies and 
services could adversely affect the Company’s business and could expose it to liabilities to third parties. 
 
Technological Change 
 
The Company operates in business segments that are entirely dependent on technology and the internet.  As such, 
technological change will impact the ability of the Company to expand and grow its business and will also affect the 
costs and expenses incurred by the Company, including capital requirements.  The online software applications 
market continues to experience rapid technological change.  The Company’s products and services rely heavily on 
Microsoft Windows and Linux.  There is a risk that new technologies and standards may render the Company’s 
software applications obsolete.  The Company may be required to invest significant capital in new technology and 
software development to remain competitive.  Failure to do so may adversely affect demand for the Company’s 
products and services. 
 
 
 
 
 



 

Bexar Ventures Inc. 
Management Discussion and Analysis 
For the nine-month period ended June 30, 2020 15 

 
Global Economic Conditions 
 
Global economic conditions could have a negative effect on the Company’s business and results of operations.  
Economic activity throughout much of the world has been volatile.  Market disruptions have included extreme 
volatility in securities prices, as well as severely diminished liquidity and credit availability.  The economic crisis may 
adversely affect the Company in a variety of ways.  Access to lines of credit or the capital markets may be severely 
restricted, which may preclude the Company from raising funds required for operations and to fund continued 
expansion.  It may be more difficult for the Company to complete strategic transaction with third parties.  Such 
developments could decrease the Company’s ability to obtain financing and could expose it to risk that one of its 
customers or banks will be unable to meet their obligations under agreements with them. 
 
Reliance on Key Customers 
 
The Company relies on key customers and B2B relationships.  Our ability to maintain our network and attract 
additional customers will depend on a number of factors, many of which are outside of our control.  A significant 
portion of the Company’s revenues have come from three large customers. While the Company is actively seeking 
to diversify its customer base, the loss of any one of its large customers will result in a material adverse effect on the 
business and may adversely affect revenues going forward. The Company’s clients can generally terminate their 
contracts at any time, with limited prior notice or penalty. The Company’s clients may also reduce their level of 
business with the Company, leading to lower revenue. The Company expects that a limited number of clients will 
continue to account for a significant percentage of the Company’s revenue, and the loss of, or material reduction in, 
their marketing spending with the Company could decrease the Company’s revenue and adversely affect the 
Company’s business. 
 
Additional Requirements for Capital 
 
Substantial additional financing may be required if the Company is to be successful at developing its business.  No 
assurances can be given that the Company will be able to raise the additional capital that it may require for its 
anticipated future development.  Any additional equity financing may be dilutive to investors and debt financing, if 
available, may involve restrictions on financing and operating activities.  There is no assurance that additional 
financing will be available on terms acceptable to the Company, if at all.  If the Company is unable to obtain additional 
financing as needed, it may be required to reduce the scope of its operations or anticipated expansion. 
 
Management of Growth 
 
The Company may be subject to growth-related risks including pressure on its internal systems and controls. The 
Company’s ability to manage its growth effectively will require it to continue to implement and improve its 
operational and financial systems and to expand, train and manage its employee base. The inability of the Company 
to deal with this growth could have a material adverse impact on its business, operations and prospects. While 
management believes that it will have made the necessary investments in infrastructure to process anticipated 
volume increases in the short term, the Company may experience growth in the number of its employees and the 
scope of its operating and financial systems, resulting in increased responsibilities for the Company’s personnel, the 
hiring of additional personnel and, in general, higher levels of operating expenses. In order to manage its current 
operations and any future growth effectively, the Company will also need to continue to implement and improve its 
operational, financial and management information systems and to hire, train, motivate, manage and retain its 
employees. There can be no assurance that the Company will be able to manage such growth effectively, that its 
management, personnel or systems will be adequate to support the Company’s operations or that the Company will 
be able to achieve the increased levels of revenue commensurate with the levels of operating expenses associated 
with this growth. 
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Dependence on Management Team 
 
The Company will depend on certain key senior managers to oversee the core marketing, business development, 
operational and fund-raising activities and who have developed key relationships in the industry. Their loss or 
departure in the short-term would have an adverse effect on the Company’s future performance.   
 
Competition 
 
The Company faces competition in the markets in which it operates. Some of the Company’s competitors may also 
be better positioned to develop superior product features and technological innovations and able to better adapt to 
market trends than the Company. Increased competition may require the Company to reduce prices or increase 
costs and may have a material adverse effect on its financial condition and results of operations. Any decrease in the 
quality of the Company’s products or level of service to customers may adversely affect the business and results of 
operations.  
 
Exchange Rate 
 
The reporting currency of the Company is the Canadian Dollar.  A significant portion of the Company’s revenues, 
however, are remitted in United States Dollars.  Future fluctuations in the value of the Canadian Dollar relative to 
these currencies will likely have a material impact on the Company’s overall financial results.  Appreciation of the 
Canadian dollar will decrease revenues and increase expenses. 
 
Smaller Companies 
 
Market perception of junior companies may change, potentially affecting the value of investors’ holdings and the 
ability of the Company to raise further funds through the issue of further Common Shares or otherwise.  The share 
price of publicly traded smaller companies can be highly volatile.  The value of the Common Shares may be subject 
to sudden and large falls in value given the restricted marketability of the Common Shares. 
 
Events Subsequent to the Reporting Date 

 
The Company has evaluated its activities subsequent to June 30, 2020 and has determined that there are no 
material events to be reported. 


