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MANAGEMENT’S DISCUSSION & ANALYSIS 
For the year ended December 31, 2020 

Date of Report: April 30, 2021  

The following management’s discussion and analysis (“MD&A”) for TAAL Distributed Information 
Technologies Inc. (“TAAL” or the “Company”) should be read together with the accompanying audited 
consolidated financial statements and the notes thereto for the years ended December 31, 2020 and 2019, 
which are prepared in accordance with International Financial Reporting Standards (“IFRS”). All amounts are 
stated in Canadian dollars unless otherwise indicated.  

In this MD&A, unless the context requires otherwise, all references to “we”, “us” “our”, “TAAL”, and the 
“Company” refer to TAAL Distributed Information Technologies Inc., including its subsidiaries, and all 
references to “Management” refer to the executive officers of the Company.  

Cautionary Note Regarding Forward-Looking Information 

This MD&A includes certain statements that may be deemed forward-looking statements and information, 
as defined in applicable securities laws (collectively referred to herein as “forward-looking statements”) and 
relate to Management’s expectations about the Company’s future performance or to future events. Such 
forward-looking information includes statements that express, or involve discussions as to, expectations, 
beliefs, plans, objectives, assumptions or future events or performance (often, but not always, through the 
use of words or phrases such as "anticipates", "believes", "budget", "could", "estimates", "expects", "forecasts", 
"goals", "intends", "may", "might", "objective", "outlook", "plans", "projects", "schedule", "should", "will" and 
"would") which are not historical facts. More specifically, forward-looking information in this MD&A includes, 
but is not limited to, information contained in statements with respect to: the effects of the COVID-19 
pandemic; development of advanced blockchain transactional systems and the Bitcoin Satoshi Vision 
(“BSV”) blockchain platform; TAAL’s expectations with respect to the future of Transaction Processing; and 
TAAL’s Strategic Vision and related objectives. 

The forward-looking statements and information included in this MD&A are based on certain key 
expectations and assumptions made by the Company and although the Company believes that such 
expectations and assumptions are reasonable, undue reliance should not be placed on the forward-looking 
statements and information because the Company can give no assurance that they will prove to be correct. 
Since forward-looking statements and information address future events and conditions, by their very nature 
they involve inherent risks and uncertainties. In addition to the various factors and assumptions set forth in 
this MD&A, the material factors and assumptions used to develop the forward-looking statements include, 
but are not limited to, assumptions about: the ability of the Company to successfully implement and execute 
its business plans, including entering into and maintaining successful strategic partnerships; historical and 
future prices of Digital Assets; the Company's ability to adequately manage the changing legal and regulatory 
landscape with respect to Digital Assets and the blockchain industry; the acceptance and widespread 
adoption of blockchain, specifically the BSV blockchain, and the Company's products and services; the 
expectations regarding the level of disruption caused to the Company's business lines as a result of COVID-
19; and general economic and financial market conditions.  

Actual results could differ materially from those currently anticipated due to a number of factors and risks. 
Factors that could cause actual results to differ materially from those in forward-looking statements include 
factors discussed in this MD&A, including under the heading “Risks & Uncertainties” in this MD&A, under the 
headings “Caution Regarding Forward Looking Statements” and “Risk Factors” in the Company’s most recent 
Annual Information Form (the “Annual information Form”) available on SEDAR at www.sedar.com. To the 
extent any forward-looking statements in this MD&A constitutes future-oriented financial information or 
financial outlook, within the meaning of applicable securities laws, such information is being provided to 
demonstrate the potential of the Company and readers are cautioned that this information may not be 
appropriate for any other purpose. Unless otherwise noted, any forward-looking statement speaks only as of 
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the date of this MD&A, and, except as required by applicable law, the Company does not undertake any 
obligation to update any forward-looking statement to reflect events or circumstances after the date on 
which such statement is made or to reflect the occurrence of unanticipated events. The Company undertakes 
no obligation to update or revise these forward-looking statements to reflect new information, future events 
or circumstances other than as required by applicable laws.  

Readers are cautioned that any such forward-looking statements are not guarantees of future performance 
and actual results or developments may differ materially from those projected in the forward-looking 
statements. 

Defined Terms  

As a dynamic industry, the blockchain and Digital Assets industry is constantly evolving, and nowhere is this 
more evident than in the rapidly changing lexicon of words used to describe the many activities, products, 
services and technology associated with it. The following list of defined terms are used throughout this 
document, and have the following meanings:  

Term Definition 
API means application programming interface. APIs define how programs 

interact, including their access to, and use of, data through calls or 
requests made at API endpoints, for instance the URL of a server. 
Transaction processors share their API endpoints with application 
developers, who embed this data into blockchain transactions. 

BCH means Bitcoin Cash. 
Bitcoin is a common usage referring to native Digital Assets on the SHA-256 

based family of blockchains with the genesis block originating on 
January 9, 2009, BTC, BSV and BCH are examples of native Digital Cash 
based on Bitcoin platforms. 

Block Rewards the Digital Asset rewards on a blockchain network obtained for Proof-of-
Work, which are comprised of: (i) Transaction Fees; and (ii) a Block 
Subsidy. 

Block Subsidy a Block Subsidy refers to the newly minted Digital Assets that are one of 
the two parts of a Block Reward, resulting from successfully creating a 
block in the process of Hashing.  

blockchain blockchain simply describes that data is recorded in blocks which are 
"chained" in order using a secure hashing algorithm to manage the order 
and to ensure data integrity. A block consists of time ordered validated 
transactions. Once the block is closed (or Hashed) by using a 
cryptographic hash function which contains the data of all the 
transactions in the block, and a reference to the previous block thus 
creating the chain or link between the blocks, the block is valid and 
added to the blockchain. New blocks are found and added to the chain 
by the nodes in the network. Once found, the next block can be filled with 
new transactions, hashed and the cycle repeats. In effect, a block is 
analogous to a page in a journal or ledger recording transactions that 
have occurred and time stamping these. 

Blockchain Computing 
Equipment 

Blockchain Computing Units and their associated infrastructure such as 
network switching equipment and electrical transmission, maintenance, 
monitoring and management equipment. 
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Blockchain Computing Units specialized ASIC (application-specific integrated circuit) computational 
devices that are optimized for Hashing capacity to execute secure 
Hashing algorithms that result in Block Rewards. Other commonly used 
terms for Blockchain Computing Units are "mining rigs", "mining servers", 
"transaction processing equipment", and sometimes inaccurately as 
"cloud computers". 

Blockchain Infrastructure a general term for the physical peer-to-peer network of Blockchain 
Nodes which are validating transactions and constructing blocks, in 
conjunction with Blockchain Computing Units performing Hashing 
operations using a SHA-256 algorithm for the purpose of time-stamping 
transactions by Hashing them into an ongoing chain of Hash-based 
Proof-of-Work, and for which participants are incentivized to earn Block 
Rewards. 

Blockchain Nodes software programs that run on servers which provide information to and 
are part of the peer-to-peer network of, other Blockchain Nodes that 
comprise the distributed network of computers which are validating 
transactions and building them into blocks on the relevant blockchain. 
Blockchain Nodes provide the methodology for validating transactions 
and creating blocks based on the rules of the relevant blockchain and 
pass block information to Blockchain Computing Units for integrity 
check-sum completion. 

BSV means Bitcoin Satoshi Vision. 
BTC means Bitcoin Core. 
Data Token Protocol and 
Secure Token Protocol 

mean different Token application protocols built as a layer top of a 
blockchain. Data Token Protocol refers to a Token technology standard 
which requires a secondary proprietary server software or network in 
order to manage the token transfer rules, calculate balances, process 
and record the Token transactions on an offline ledger while the 
processing events are stored on the blockchain as data. Secure Token 
Protocol solutions are Token standards where the Tokens are stored on 
the blockchain and the Token transfer rules are enforced by the 
blockchain nodes themselves. While Data Token Protocols are suitable 
for applications where minimizing the transaction size and keeping the 
processing rules private are of primary importance, Secure Token 
Protocols are more suitable where the integrity of the Tokens and broad 
wallet compatibility for the Tokens are desired. 

Digital Assets include Digital Cash and Tokens. 
Digital Asset Hashing Digital Asset Hashing refers to Blockchain Infrastructure operators 

whose business activity is primarily focused on acquiring Block 
Subsidies, as distinct from businesses that are focused on earning 
Transaction Fees and providing value-added products and services on 
the blockchain.  

Digital Asset Hashing Pool is a form of business arrangement whereby Digital Asset Hashing 
operators can organize themselves into integrated Digital Asset Hashing 
Pools to combine their Hashrate over a network, in an effort to create 
blocks collectively and reduce payout variance of Block Rewards. When 
successful, the Hashrate contributors to the "pool" divide the Block 
Subsidies among them, less the payment of a pooling fee paid to the 
manager of the Digital Asset Hashing Pool, proportionate to each 
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Hashrate contributor's share of the total pool Hashrate. Instead of 
infrequent larger, single payouts for creating a single block on their own, 
pooling Hashrates provides participating Hashrate contributors with 
smaller, more frequent payouts, resulting in a more stable income 
stream. This is sometimes referred to as a 'mining pool'. 

Digital Cash refers to the digital coins, native blockchain Tokens or other digital 
representations of value that form the Block Subsidy resulting from the 
process of Hashing. BSV is an example of Digital Cash. 

Halving an event built into the source code of the BSV blockchain, and other 
bitcoin derived blockchain systems. Each halving divides the rewarding 
of Block Subsidies in newly minted Digital Assets in half and is 
programmed to occur at the creation of every 210,000th new block, or 
approximately every four years. The third halving event occurred on April 
10, 2020 for the BSV blockchain and occurred on April 8, 2020 and May 
11, 2020 for the BTC and BCH blockchains, respectively.  

Hash Hash refers to a cryptographic mathematical function that produces a 
unique code that can identify a file. 

Hashing Hashing is a general term used to refer to the cryptographic computing 
operation of Blockchain Computing Units on SHA-256 based 
blockchains.  

Hashrate Hashrate refers to the computational processing power measured in 
Hash/second when running SHA-256 operations, which is analogous to 
FLOPS (floating point operations per second) and is indicative of the 
amount of computing power expended on Blockchain Infrastructure to 
support the blockchain network 

Proof-of-Work Proof-of-Work is the consensus mechanism used in the bitcoin 
blockchain networks and is an attestation of the output of effort spent 
in the production of Hash. This algorithm confirms transactions and 
results in the creation of a new block to add to the blockchain. The 
purpose of proof of work is to de-anonymize Bitcoin Nodes so that they 
can be held to account for the blocks they build. 

SHA-256 SHA-256 is a mathematical algorithm designed by the United States 
National Security Agency and first published in 2001 that maps data of 
arbitrary size (often called a message) to a bit array of a fixed size (the 
Hash value, Hash, or message digest). It is a one-way function, that is, a 
mathematical function which is practically not possible to invert (obtain 
the message again from the Hash alone). 

Smart contracts smart contracts are computer programs which are intended to 
automatically execute, control or document legally relevant events and 
actions according to the terms of an agreement. Program logic is added 
to a transaction output on blockchain that requires certain computation 
to be done and return TRUE before the bitcoins that are embedded in the 
output can be spent. This logic may require input from the transaction 
spender or other external data in order to finalize to a TRUE and valid 
state. 

STAS the acronym standing for “substantiated Tokens by actualizing 
Satoshis”. STAS is a tokenization technology based on BSV. 

TAAL Console TAAL Console is a merchant API online portal open for the public that 
acts as a direct endpoint connection for Transaction Generators to send 

https://en.wikipedia.org/wiki/Algorithm
https://en.wikipedia.org/wiki/National_Security_Agency
https://en.wikipedia.org/wiki/Map_(mathematics)
https://en.wikipedia.org/wiki/Bit_array
https://en.wikipedia.org/wiki/One-way_function
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Additionally, the Company presents certain non-IFRS financial measures to assist readers in understanding 
the Company’s performance. For additional definitions please see the section “Non-IFRS Financial Measures”. 

OVERVIEW 

TAAL is a vertically integrated blockchain technology company. The Company is engaged in the ownership 
and management of scalable professional-grade Blockchain Infrastructure upon which we strive to deliver 
value-added services to support and enable business building customized blockchain-based solutions and 
applications for enterprise clients. Our business model is designed to drive revenue by granting access to 
and enabling the utilization of a variety of proprietary products, Blockchain Infrastructure, platforms, licenses 
and services. In order for the Company to deliver on these initiatives, we require a blockchain network that 
supports limitless scalability, unbounded transactional volume, and profits earned by those that process the 
most transactions (as opposed to operations with the highest Hashrate). We believe that blockchain network 
is the BSV network, and accordingly, TAAL has focused its attention and resources on this protocol and on 
developing fiat-based revenue and business channels dedicated to the custom cloud-based processing of 
blockchain data and transaction processing for enterprise clients building upon BSV blockchain. 

Q4 2020 Results 

• Gross revenue of $138,864 for the quarter was down from $5,460,419 in the corresponding period in the 
prior year, a decrease of $5,321,555. Gross revenue for the quarter was from  Digital Asset Hashing Pool 
management fees of $150,899 which were down from $1,087,893 in the corresponding period of the 
prior year as the assets under management have declined due to the inactivity of a managed fleet which 

transactions to be written to the blockchain for processing to Taal Tech 
and manage their account, as further described under the heading 
"Business Analysis – Transaction Processing". 

TAAL Orchestrator a blockchain network management tool further described under 
“Business Analysis – Digital Asset Hashing Pool Management” below. 

Tokens Tokens are digital representations of a real-world property or value, 
created by an issuer on a blockchain, that can be digitally traded or 
transferred and can be used for payment or investment purposes or to 
access a service, including digital representations of property or value 
that function as a media of exchange, a unit of account, and/or a store 
of value. 

Transaction Fees Transaction Fees refer to the fees generated from processing and 
verifying transactions and are claimed by the Transaction Processing 
entity that created the block. They can be earned as part of the 
transactions themselves or directly via processing contracts.  

Transaction Processing Transaction Processing refers to the process of validating transactions 
and time stamping them by sequencing and encoding them into blocks, 
which are then published and added to (thereby extending) the 
associated blockchain. As remuneration, the Transaction Processing 
operator is paid a Transaction Fee as described above. 

Zero-Confirmation 
Transaction 

Zero-Confirmation Transaction is also sometimes referred to as zero-
conf or expressed as 0-conf, these are transactions that have yet to be 
confirmed and verified in a block. Such 0-conf transactions expose the 
counterparties to possible double spend risk. 
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has reduced software licensing and development fees to virtually zero for the period.  In addition, there 
was no revenue from Digital Asset Hashing operations during the period, a decrease of $4,203,083 from 
the corresponding period in the prior year, which decrease is primarily due to the continued suspension 
of Digital Asset Hashing operations during the period. 

• Cost of revenue for the quarter was $177,837 for pool operating costs and amortization was $343,395. 

• The revaluation of digital assets resulted in a gain of $514,647, which was more than offset by a loss of 
$998,755 on the sale of digital assets, contributing to a loss before operating expenses of $866,476. 

• Operating costs totaled $10,808,566 compared to $7,083,685 in the same quarter of the prior year.  
Increases in management fees, salaries and wages, share-based payments, professional fees, office 
administration and a loss on foreign exchange were partially offset by a lower impairment charge taken 
on equipment in the current quarter.  The increase in costs was largely a result of the hiring of additional 
staff and the opening of the Zug, Switzerland office in the effort to transform the business focus to 
transaction processing.  

• Included in operating costs for the quarter is an impairment charge on equipment of $2,784,246, to 
recognize the decline in value of the Company’s non-operational miners as at December 31, 2020.    There 
was also a charge of $525,550 taken in the quarter for the loss on sale of equipment. 

• Net loss for the quarter was $12,199,722, compared to net cash used in operating activities of 
$7,894,242 for the quarter.  Cash flows from investing activities were $711,054, which includes proceeds 
from the sale of equipment, totaling $777,187, while capital investment was $66,133 for the quarter.  

• On December 18, 2020, the Company entered into an agreement to borrow an aggregate principal 
amount equal to US$7,000,000 by way of issuance of an unsecured promissory note bearing interest at 
8% per annum (the “Note”). The principal amounts were advanced in the form of Bitcoin SV, at fair market 
value, in two separate instalments equal to US$3,5000,000 on December 18, 2020 and on January 12, 
2021. The Note was repayable 30 days following a demand for repayment by the lender, on or after 
January 29, 2023, and was repayable by TAAL at any time without penalty. Interest accrued on the loan 
at December 31, 2020 was $11,590. All amounts outstanding under the Note were satisfied in full by the 
Company in March 2021 out of the proceeds of Company’s public equity offering. See “Recent 
Developments”. 

• Down payments for hashing equipment and hosting provider services of $3,889,692 were made during 
the quarter. 

2020 Results 

Financial Results:  

– Gross revenue from operations generated $7,993,449 for the year ended December 31, 2020, as 
compared to $17,145,804 for the year ended December 31, 2019, which decrease reflects the 
suspension of Digital Asset Hashing operations in May 2020 in advance of the Halving, partially offset 
by revenue from Digital Asset Hashing Pool Management services.  

– Revenue from Digital Asset Hashing Pool management (or “fleet management”) services was 
$2,572,519, consisting of fees from the Management Services Agreement (defined herein) pursuant 
to which we maintain and manage related-party Blockchain Computing Equipment. Digital Asset 
Hashing Pool Management services commenced in November 2019 and $1,087,893 of revenue was 
earned in 2019. 
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– Revenue from Block Subsidies generated by Digital Asset Hashing operations was $5,285,447 with 
site operating costs of $5,693,181, resulting in a net loss of $407,734 for the year ended December 
31, 2020, compared to revenue of $15,489,528, site operating costs of $11,741,450, and a net gain 
of $3,748,078 for the year ended December 31, 2019. The decline in revenue reflects the suspension 
of our Digital Asset Hashing operations in May 2020.  Lower digital asset prices early in 2020 relative 
to the operating costs and the costs associated with winding up of the operations lead to the 
negative margin in 2020.   

– Revenue from software development and licensing was $135,483, a decrease from $568,383 in 
2019 due to fewer managed machines in operation using our software.    

– Income before value adjustments was $1,115,321 for the year ended December 31, 2020 compared to a 
loss of $1,752,075 for the year ended December 31, 2019 despite suspending Digital Hashing operations 
in May of 2020. The loss after the sale of digital assets was $811,145 for the year ended December 31, 
2020 compared to a loss of $469,128 for the year ended December 31, 2019. 

– Operating expenses totaled $18,611,929 for the year ended December 31, 2020, as compared to 
$10,394,904 for the year ended December 31, 2019. The increase in expenses is largely attributable to 
management fees, salaries and wages of $4,514,992 professional fees of $4,657,565, and office and 
administration of $1,748,325, compared to $1,232,360, $1,646,906 and $510,403, respectively, for the 
year ended December 31, 2019. The increased expenses reflect the investment we are continuing to 
make in the team to deliver the new business lines including the transition to Transaction Processing, 
and the delivery of other value-added services for enterprise clients in 2021. Share based payments 
increased to $1,810,695 for the year ended December 31, 2020 from $438,755 for the year ended 
December 31, 2019, reflecting the incentives provided to attract and hire new management and technical 
staff.  

– Impairment of Blockchain Computing Units for the year ended December 31, 2020 was $5,229,103 
compared to $5,840,057 for the year ended December 31, 2019. For further information regarding the 
impairment charges, see below under “Operational Highlights” and the Company’s consolidated financial 
statements for the year ended December 31, 2020.  

– The loss on foreign exchange increased to $1,810,695 for the year ended December 31, 2020 compared 
with $302,298 for the year ended December 31, 2019 due to a decline in the Canadian dollar relative to 
the US dollar early in the year when the Digital Asset Hashing operations were underway.  

– Net loss of $21,380,162 for the year ended December 31, 2020, as compared to a net loss of $12,392,318 
for the year ended December 31, 2019.  

– Working capital of $9,813,586 as of December 31, 2020, which, combined with the funds raised in the 
public equity offering which closed on March 18, 2021 is expected to provide liquidity for at least the 
next year. 

Operational Highlights: 

– On April 2, 2020 TAAL Technologies SEZC (“TAAL Tech”), a wholly-owned operating subsidiary of the 
Company, filed a patent application in the U.K. with respect to a method and device for generating 
random numbers using blockchain technology. TAAL believes that the computational power being 
deployed in Blockchain Infrastructure, can be leveraged for blockchain computing, in addition to 
generating blocks and securing the blockchain.  

– On July 13, 2020, our common shares began trading on the OTCQX® Best Market under the symbol 
“TAALF”.  

– As announced by the Bitcoin SV (BSV) node team on April 3, 2020, we also confirmed the release of our 
beta implementation of MAPI (a miner API) which is expected to allow enterprises that generate large 
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volumes of data to send transactions directly to us for processing, query real-time transaction 
processing fee rates and confirm the status of a transaction.  

– On July 29, 2020 Taal Tech filed a patent with respect to Secure Token Protocol blockchain technology 
that allows Tokens to be created natively for the BSV network which underpins its substantiated tokens 
by actualizing satoshis (STAS) tokenization technology.  

– On September 8, 2020, the Company entered into an agreement to sell 37,500 non-operational 
Blockchain Computing Units (the “Assets”) to an arms’ length buyer for total proceeds of approximately 
$1.1 million (USD $825,000) (the “Asset Sale”). The purchase price was paid in eight equal installments 
over eight weeks and the purchaser proportionally took possession of the equipment from TAAL’s U.S. 
warehouses upon each payment. TAAL had acquired over 50,000 of Blockchain Computing Units on 
March 9, 2020 for a purchase price of $5,566,170 (USD $4,093,374) pursuant to an asset purchase 
agreement with, among others, Tansley Equipment Limited (“Tansley”), which is beneficially owned by 
Calvin Ayre, TAAL’s significant shareholder. The Assets were originally acquired by TAAL with the 
intention of upgrading and optimizing them for deployment in the Company’s blockchain Digital Asset 
Hashing and Transaction Processing operations; however, due to changing business objectives based 
on rapidly evolving industry conditions, the Company subsequently determined to sell some of the 
Assets and to use the proceeds, and any further sales of the Assets, for other strategic initiatives. In 
connection with the closing of the Asset Sale, the Company recognized an impairment charge of 
$2,444,857, reflecting a write-down of the remaining Blockchain Computing Units to reflect their market 
price at that time. In the fourth quarter the Company took an additional impairment charge of $2,784,246 
to reflect the Company’s equipment value at December 31, 2020.  

– On September 19, 2020, TAAL DIT GmbH, TAAL’s Swiss subsidiary became operational at TAAL's new 
office in Zug, Switzerland. In connection with the opening of the Zug office, TAAL also announced a 
number of key new hires, including a Chief Technology Officer, Chief Compliance Officer, Vice-President 
of Product Development, Head of Business Development, Chief Scientist, and Vice-President of Digital 
Strategy.  

– On September 15, 2020, Taal Tech purchased all of the issued and outstanding shares of WhatsOnChain 
Limited (“WhatsOnChain”) for a transaction value of $3,140,848, satisfied through the issuance of 
1,739,882 TAAL common shares. The three co-founders of WhatsOnChain agreed to lock-up agreements 
pursuant to which one-half of the common shares received as consideration for the transaction will be 
locked up for a one-year period and the remaining common shares will remain locked up, subject to 
release only upon the achievement of certain development milestones by WhatsOnChain over a period 
of five years. Any such common shares which remain unreleased thereafter will be redeemable by TAAL 
for nominal consideration.  

– On October 12, 2020, we appointed Chris Naprawa as President and Stefan Matthews as Chief Executive 
Officer of the Company. At the same time, Jerry Chan stepped down as President and Chief Executive 
Officer and moved into the role of Chief Product and Innovation Officer of the Company.  

– Our Canadian operating subsidiary entered into an agreement effective October 20, 2020 with a provider 
to host approximately 175 PH of custom modified blockchain computing power at the provider’s facility 
in Alberta, Canada. The term of the agreement is two years with automatic yearly renewals thereafter. 
The agreement can be terminated by TAAL after eight months on 90 days’ notice. Fees payable by the 
Company under the agreement are based on the realized daily Hashrate performance of the Blockchain 
Computing Units hosted rather than the actual power consumed. We began testing the devices in Q1 
2021. In addition, on December 22, 2020 the Company announced it has entered into an agreement with 
a Canadian provider to purchase 5,000 upgraded M30s blockchain computers bring the Company’s 
overall computing capacity up to more than 280 PH.  
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– On November 24, 2020 Satoshi Kitahama ceased acting as Chief Financial Officer of the Company. Mr. 
Naprawa was appointed interim Chief Financial Officer. Additionally, David Allen was appointed senior 
financial advisor to the Company. 

– On December 10, 2020 Taal Tech filed a patent with respect to a method for delivering Hash values from 
a Hashing device to a Digital Asset Hashing Pool.  On January 1, 2021 this patent and the other two 
patents held by Taal Tech, together with all of the intellectual property owned by WhatsOnChain, was 
transferred to the Swiss subsidiary.  

– On February 1, 2021 Mr. Naprawa ceased to act as interim Chief Financial Officer and Mr. Allen was 
appointed as Chief Financial Officer.  

 

Responding to COVID-19: 

 
The health and well-being of our employees and their families, and that of those in the communities in which 
we live and work, are of paramount importance to us. As such, we implemented a remote work policy in late 
February 2020, prior to the World Health Organisation issuing its pandemic warning in March 2020 with 
respect to the spread of the severe acute respiratory syndrome coronavirus 2 (SARS-CoV-2) ("COVID-19"). 
Despite these restrictions, at our core is a culture of problem-solving and our approach to COVID-19 has been 
no different, requiring adjustments for time zones to improve communications both internally and with our 
clients, customers and prospects. As a result, despite the effect on global financial markets and logistical 
supply chains, we have had minimal disruption to our business. See “Risks & Uncertainties – Pandemic Risk”.  

Business Analysis  

Our revenue streams for the year ended December 31, 2020 can be generally divided along the following 
lines:  

• Digital Asset Hashing, in which we operate Blockchain Infrastructure principally for Block Rewards 
and to support our Transaction Processing business; 

• Digital Asset Hashing Pool Management, in which we use proprietary TAAL Orchestrator software 
to manage public and private Digital Asset Hashing Pools so that Hash producers can contribute 
to building the BSV blockchain and supporting the Transaction Processing business; and 

• Software Development, in which we develop new software, such as TAAL Orchestrator and STAS. 
Digital Asset Hashing 

Our Digital Asset Hashing operations commenced on May 1, 2019 as a result of the acquisition (the 
“Freschette Transaction”) of Freschette Limited (“Freschette”). On May 8, 2020, due to high network 
Hashrate (i.e. competition) and depressed Digital Asset prices and in advance of the uncertainty related to 
the Halving, TAAL put a moratorium on its Digital Asset Hashing operations. TAAL has since transferred its 
remaining functional Blockchain Computing Equipment from Freschette to the Company's Canadian 
operating subsidiary, and on January 6, 2021 recommenced its Digital Asset Hashing operations in Canada. 

For the year ended December 31, 2020, the Company’s revenue as a result of its Digital Asset Hashing 
operations reflected approximately 66% of its revenues (or approximately $5.3 million). 

Digital Asset Hashing Pool Management  
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For the year ended December 31, 2020, the Company’s revenue as a result of its Digital Asset Hashing Pool 
Management operations (or “fleet management” services) reflected approximately 32% of its revenues (or 
approximately $2.5 million), all of which related to revenue generated from the management services 
agreement (the “Management Services Agreement”) with Bigfoot Holdings Group Ltd. (“CoinGeek”), an 
affiliate of Mr. Ayre, pursuant to which TAAL provides CoinGeek and certain of its affiliates with turn‐key 
management and oversight over their globally‐owned Blockchain Infrastructure. For additional information 
on the Management Services Agreement, see “Transaction with Related Parties”.  

Taal Tech also operates "TAAL POOL", which is a private Digital Asset Hashing Pool for TAAL's Blockchain 
Equipment fleet and enterprise scale clients. Third-parties (i.e. clients) with Hashing power can enter into a 
pool participation agreement to participate in TAAL POOL, which in turn operates on the BSV SHA-256 
blockchain.  

Taal Tech’s proprietary custom software solution used for Blockchain Computing Equipment fleet and 
network management is called TAAL Orchestrator. TAAL Orchestrator software is used to coordinate the 
Hashing of all TAAL POOL participants to realize Block Rewards. TAAL Orchestrator allocates work, manages 
and coordinates communications among pooled Blockchain Computing Units in order to allow the pool to 
create new blocks on the BSV Blockchain. TAAL Orchestrator also communicates with Blockchain Nodes 
and provides data analytics and manages separate groups of Blockchain Computing Units. The Block 
Subsidies that are realized by the pool are allocated to TAAL and its pool clients, net of Taal Tech's pool 
management fees, based on the proportion of TAAL POOL Hash Rate each client contributed since the last 
distribution. Currently, unlike some other pooling providers, Taal Tech retains all Transaction Fees. This is 
consistent with TAAL's pivot towards sustainable income from Transaction Fees rather than relying on Block 
Rewards. In the future, a portion of basic Transaction Fees may be shared with TAAL POOL participants, 
while premium Transaction Fees negotiated with enterprise users of our application programming interface 
service (“TAAL Console”) will be retained by TAAL. 

In consideration of acquiring the original source code used for TAAL Orchestrator, the Company agreed to 
pay $2,860,258 to a development firm, in four installments over the eighteen months from the effective date 
of the license, June 1, 2019. As of the date of this MD&A, we have completed all four payments due to the 
developer, with the final payment of $670,028 made in February 2021.  

Software Development & Intellectual Property Licensing 

For the year ended December 31, 2020, the Company’s revenue from licensing software reflected 
approximately 2% of its revenues (or approximately $135 thousand). 

In the future, the Company intends to expand its services by exploiting the extensive portfolio of filed and 
pending intellectual property that we acquired access to through the Company’s strategic licensing 
agreement with nChain Group Holdings Ltd. (“nChain”). This portfolio is essential to realizing a diversification 
of our business and development of our Transaction Processing business on the BSV blockchain network. 
While a significant advantage of this arrangement with nChain is collaboration and sharing of resources, 
including senior technical software engineers, we are in discussions with a number of new hire candidates, 
and are also exploring several potential acquisitions or partnership targets we believe will give us an even 
greater advantage in further development of these and other innovative products. For additional information 
on the Company’s relationship with nChain, see “Transaction with Related Parties”. 

Transaction Processing 

Our cloud-based Transaction Processing business model is intended to facilitate businesses building 
applications and contributing data onto a public, permission-less, and scalable blockchain. We believe that 
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our first-mover advantage will allow us to acquire market share by growing our existing user base through 
TAAL Console, which will help build a substantive and stable flow of transactions for processing. 

Industry Trends  

Several macro industry trends are driving research and development capital into developing blockchain 
products and services for large enterprise customers. Trends such as the growing expectations of consumer 
choice, food security, single source data for medical records, and big data, to name a few. There are talented 
companies working to build these solutions in many industry verticals. Many of these companies have 
participated in conferences and industry events where TAAL has been a key sponsor. As these companies 
develop software and solutions for their customer segments, someone must be positioned to process the 
countless transactions that must then be written to the BSV blockchain. As large enterprises begin to adopt 
blockchain technology solutions for product and information tracking and security, we expect that they will 
increasingly rely on third party service providers for the managing and processing increasing volumes of 
blockchain transactions.  

From a consumer choice perspective, we are seeing a number of trends emerge. Developers are working 
with food and beverage companies, enabling consumers to see the origin of not only food, but food 
packaging as well. This gives consumers greater choice and builds trust between buyers and sellers of food. 
We are also seeing social media companies being compelled to allow users to participate in the economic 
rewards of these platforms, paid in ‘micro-payments’ to the user. Elsewhere, developers are working on 
blockchain solutions for gamers so they can have a permanent record of their history, thereby creating trust 
with other gamers and platforms. Again, rewards, and payments completed on chain, all of which needs to 
be processed and written to the blockchain.  

The growing adoption of blockchain technology is beginning to be seen in other industries as well, including 
the banking industry, where most major US financial institutions now have dedicated blockchain departments, 
and are deploying capital and resources to prepare for a future where blockchain is a central component of 
the financial system.  

Transaction Processing in particular is, in our view, the next opportunity in the blockchain industry. The 2008 
bitcoin whitepaper, Bitcoin: A Peer-to-Peer Electronic Cash System, describes how the Block Subsidy is 
programmed to disappear, and participants would be incentivized with Transaction Fees alone. We expect 
to see the migration to a Transaction Fee based blockchain network that is not dependent on Block Subsidy 
incentives. 

Accordingly, the Company is focused on the Transaction Processing business model and moving away from 
a reliance upon the Block Subsidies of Digital Assets. To ensure a sustainable business in the long-term, we 
are committed to building professional grade value-added products and services for Blockchain 
Infrastructure, i.e., Transaction Processing. We believe the value of a blockchain is only realized when it is 
used at scale, and the business of Transaction Processing (creating blocks) on a blockchain for a reward is 
only sustainable with the existence of a constant and massive daily flow of transactions for processing.  

Recent Developments 

Closing of $40.0 Million Public Unit Offering 

On March 18, 2021 the Company closed a public offering (the "Unit Offering") of 8,695,652 units of the 
Company (the "Units") at a price of $4.60 per Unit for aggregate gross proceeds of approximately $40.0 
million. Each Unit consisted of one Common Share and one-half of one Common Share purchase warrant 
(each whole common share purchase warrant, a “Warrant”). Each Warrant entitles the holder thereof to 
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acquire, subject to adjustment in certain circumstances, one Common Share at an exercise price of $6.00, 
until March 18, 2024. 

Exchange of NVPS for Common Shares  

On March 9, 2020, the Company entered into a share exchange agreement (the "Exchange Agreement") with 
Mr. Ayre in connection with the issuance to him on that date 2,279,215 non-voting participating shares 
("NVPS").  

The Exchange Agreement provides that, if, at any time, the percentage of Common Shares held by Mr. Ayre 
falls below 40% of all issued and outstanding Common Shares at such time, such number of NVPS shall be 
exchanged for an equal number of newly issued Common Shares required to result in Mr. Ayre owning 45% 
of all issued and outstanding Common Shares immediately following such exchange (or, in the event Mr. 
Ayre does not hold a sufficient number of NVPS to result in Mr. Ayre 45% of all of the issued and outstanding 
Common Shares, then all of the NVPS held by Mr. Ayre shall be exchanged).  

Immediately prior to the Unit Offering, Mr. Ayre was the beneficial owner of 10,419,263 Common Shares 
representing approximately 42% of the issued and outstanding Common Shares, on a non-diluted basis, and 
2,279,215 NVPS representing 100% of the issued and outstanding NVPS. Immediately following the Unit 
Offering, Mr. Ayre held 13,359,091 Common Shares representing approximately 39.9% of the issued and 
outstanding Common Shares, on a non-diluted basis. Accordingly, pursuant to the Exchange Agreement, all 
of Mr. Arye’s 2,279,215 NVPS where subsequently exchanged for 2,279,215 newly issued Common Shares 
and cancelled. Following the exchange, Mr. Arye was the beneficial owner of 12,698,478 Common Shares 
representing approximately 44% of the issued and outstanding Common Shares, on a non-diluted basis and 
no further NVPS were outstanding. 

SELECTED ANNUAL FINANCIAL INFORMATION 

   Year ended December 31, 
(In CAD dollars)   2020 2019 
Revenue    $7,993,449  $ 17,145,804 
Adjusted EBITDA1    $(9,552,240)  $1,590,560 
Net loss    $21,380,162  $12,392,318 
Basic and diluted loss per 
share    $0.99  $0.98 
      

  
December 31, 

2020 
December 31, 

2019   
Total assets  $41,034,220  $46,776,428    
Total non-current financial 
liabilities   $ -   $ -   

1 See “Non-IFRS Financial Measures” and the reconciliation of Adjusted EBITDA to Net Loss below.  

 
 

    Year ended December 31, 
    2020 2019 
    $(21,380,162)  $ (12,392,318) 
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Net loss 

     
Interest income   (66,916) (252,337) 

   Depreciation and amortization   891,178 7,156,429 
EBITDA   (20,555,900) (5,488,226) 

Revaluation of digital assets   801,945 10.070 
Loss/(gain) on sale of digital asse    1,124,521 (1,293,017) 
Share-based payments   1,810,695 438,755 
Loss on foreign exchange   119,997 302,298 
Loss on sale of equipment   2,018,420 - 
Impairment of equipment   5,229,103 5,840,057 
Reversal on impairment of 

equipment   (106,605) - 
Share of loss in associate   5,584 - 
Share of loss in joint venture   - 127,253 
Loss on acquisition on joint-

venture   - 1,733,870 
Gain on sale of marketable 

securities   - (80,500) 
Adjusted EBITDA   $ (9,552,240) $ 1,590,560 

 

The following table summarizes the maximum number of common shares outstanding as at December 31, 
2020, and as of the date of this MD&A, if all outstanding stock options and warrants were converted to 
common shares. 

 As at December 31, 2020 As at the date of this MD&A 

Common shares 24,819,643 35,829,510 

Common shares, issued and unreleased 1,739,882 1,739,882 

Non-voting participating shares 

Warrants to purchase common shares 

2,279,215 

- 

nil 

4,772,079 

Options to purchase common shares 1,487,500 1,627,500 

Restricted share units Nil 

 

400,000 

 

 
If all the Company’s options and warrants were exercised as of the date of this MD&A, the Company would 
receive approximately $32 million in total gross proceeds on those exercises. For further information and 
details concerning outstanding share data, options, and warrants, refer to the audited consolidated financial 
statements for the year ended December 31, 2020.  

SELECTED QUARTERLY FINANCIAL INFORMATION 

Dec 31 Sep 30 Jun 30  Mar 31 Dec 31 Sep 30 Jun 30 Mar 31 
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(All amounts in 
000's, except per 
share figures) 2020 2020 2020 2020 2019 2019 2019 2019 
  Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1 
 
Revenue $ 139 $ 245 $ 1,640 $ 5,969 $ 5,460 $ 7,381 $ 4,305 $  -  
Net loss (12,200) (-6,013) (2,327)  (840) (10,464) (756) (140) (1,032) 
Basic and 
diluted loss per 
share (0.50) (0.25) (0.17)  (0.07) (0.83) (0.06-5) (0.01) (0.08) 
Site operating 
costs  - (37) (1,649)  (4,007) (4,484) (4,038) (3,219) - 
 

We have generally omitted discussions of 2019 results where it would be redundant to the discussion 
previously included in the MD&A of our 2019 annual financial statements. Moreover, with the evolution of  
our business beginning in 2019, and continuing with the addition of new businesses lines and  initiatives over 
the course of 2020, our business revenue lines are not comparable with previous results. We began Digital 
Asset Hashing operations in May 2019, which accounts for the revenue beginning in Q2 2019 and suspended 
these operations in May 2020. The increase in expenditures is largely attributable to strategic hires to expand 
our talent pool with senior appointments, including the strategic appointments detailed below as well as key 
technical appointments necessary to further develop our business and manage the transition to Transaction 
Processing. 

A subsidiary of TAAL holds Digital Assets from time to time. The subsidiary spot liquidates Digital Assets 
produced; however, management may elect to hold portions of the Digital Assets if it is not beneficial to 
convert to fiat currency at that time for strategic purposes. To date the Company has neither materially 
benefitted nor suffered any material loss from the holding or disposition of such Digital Assets, but believes 
that we may find opportunities that may come from better management of our Digital Assets. To this end, 
the Company may explore some treasury controls and portfolio management plans. In the future, we hope 
to enter better hedging and structured trades to ensure stability from our Blockchain Infrastructure 
management operations as well as focusing more on stable transaction processing fees and value-added 
services businesses, which will result in fiat currency cashflow and less exposure to capital market price 
fluctuations.  

NON-IFRS FINANCIAL MEASURES  

This MD&A presents certain non-IFRS financial measures to assist readers in understanding the Company’s 
performance. These non-IFRS measures do not have any standardized meaning and therefore are unlikely to 
be comparable to similar measures presented by other issuers and should not be considered in isolation or 
as a substitute for measures of performance prepared in accordance with IFRS. Management uses these 
non-IFRS measures to supplement the analysis and evaluation of operating performance. 

Throughout this MD&A, the following terms are used, which are not found in the Chartered Professional 
Accountants of Canada Handbook and do not have a standardized meaning under IFRS.  

● “EBITDA” (Earnings before Interest, Taxes, Depreciation, and Amortization). EBITDA represents net 
income or loss excluding net finance income or expense, income tax or recovery, depreciation, and 
amortization.  

● “Adjusted EBITDA” represents EBITDA adjusted to exclude share-based payments, fair value loss or 
gain on re-measurement of Digital Assets, gain (loss) on foreign exchange, and costs associated with 
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one-time transactions.  

FINANCIAL CONDITION 

Off-Balance Sheet Arrangements  

The Company is not committed to any off-balance sheet arrangements. 

Key Management Compensation 

The Company considers its executive officers and directors to be key management. The Company incurred 
management and directors’ fees, salaries and wages, professional fees and share-based payments totaling 
$2,756,291 for the year ended December 31, 2020 compared to $1,266,835 for the period ended December 
31, 2019 in respect of services provided to the Company.  

Transaction with Related Parties 

During the year ended December 31, 2020, the Company was charged $158,648 in software development 
services by an nChain subsidiary in connection with the further development of the Company’s proprietary 
Digital Asset Pool management software, TAAL Orchestrator. Mr. Matthews, Chairman of the Board, is also 
the Chairman of nChain. The Company has an ongoing agreement for services with nChain’s subsidiary on 
an as needed basis. These arrangements were made on terms equivalent to those that prevail in arm’s length 
transactions. Mr. Matthews did not participate in the board of directors (the “Board”) decision to engage 
nChain’s subsidiary. nChain and its subsidiary are not considered “related parties” of the Company for 
purposes of Multilateral Instrument 61-101 – Protection of Minority Shareholders in Special Transactions. 

Further, Mr. Ayre, a shareholder of the Company, maintains a controlling interest in CoinGeek. The Company 
earned $2,544,650 in fleet management services and $135,483 in software licensing revenue for the year 
ended December 31, 2020 from CoinGeek. As at December 31, 2020 the Company had $171,292 in trade 
receivables from CoinGeek.  

On March 9, 2020 TAAL closed on the asset purchase agreement with Tansley, Fractical Sense Limited and 
Laser Lollypop Limited (together, the "Sellers"), three companies affiliated with Mr. Ayre, to acquire over 
50,000 non-operational Blockchain Computing Units located in the United States. In satisfaction of the 
aggregate purchase price (the "Purchase Price") of $5,566,170 (USD $4,093,374) payable by TAAL to the 
Sellers as consideration for the Blockchain Computing Units, 2,279,215 NVPS of TAAL were issued to Mr. 
Ayre at a price of $2.41 per share.  

On March 18, 2021, Calvin Ayre, participated as the lead investor to the Unit Offering, purchasing 2,939,828 
Units under the Unit Offering for an aggregate purchase price of $13,523,208.80, such purchase price was 
paid to the Company in the form of Bitcoin SV (BSV) (at an exchange rate based on the prevailing price 
indicated on coinmarketcap.com in Canadian dollars at a time immediately prior the transfer). The audit 
committee of the Board and the Board each approved the Related Party Transaction. 

On April 22, 2021 the NVPS referred to above were exchanged for common shares.  As of the date of this 
document there are no further NVPS outstanding. See “Recent Developments”. 

Liquidity and Capital Resources 

As of May 2020, the company ceased Digital Asset Hashing operations and as a result the Company’s income 
generating operations consisted primarily of management fees for the balance of 2020. The Company 
recommenced Digital Hashing operations in January 2021. The Company’s financial success and 
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continuation as a going concern will be dependent on, among other things, the extent to which it can 
successfully maintain and optimize profitable operations and generate funds therefrom and develop new 
income streams from management services, software licensing, specialized blockchain services, 
Transaction Processing services and/or raise equity capital or borrowings sufficient to meet current and 
future obligations. No assurance can be provided that any future equity or debt capital raises would be 
successful, or available to us on favorable terms. 

These consolidated financial statements have been prepared assuming the Company will continue as a going 
concern, notwithstanding that the Company has an accumulated deficit. As of December 31, 2020, the 
Company had working capital of $9,813,586 and shareholders equity of $13,851,603.  
 
The Company’s ability to continue as a going concern and realize its assets and discharge its liabilities in the 
normal course of business is dependent upon maintaining sustained profitability and maintaining any 
liabilities in good standing. The expansion of the Company’s operations and workforce beginning in the fourth 
quarter of 2020 led to significant increases in the Company’s working capital used to support operations. 
Additionally, there are various risks and uncertainties affecting the Company’s operations including, but not 
limited to, the liquidity of digital assets, the economics of digital asset hashing, the Company’s ability to 
maintain security of its digital assets, manage its expenditures and to successfully execute its business plan. 
Accordingly, there are material risks and uncertainties that cast significant doubt about the Company’s ability 
to continue as a going concern. The Company’s strategy to mitigate these risks and uncertainties is to 
execute a business plan aimed at developing new product markets, revenue growth, managing operational 
expenses and working capital requirements and securing additional financing as needed through loans and 
equity investments.  

The Company believes it has alleviated it past reported significant doubt regarding its ability to continue as 
a going concern by completing an equity capital raise with gross proceeds of $40 million.  This raise provides 
significant liquidity and supports covering operating expenses and capital investment for at least the next 
twelve months.  With this increased liquidity the Company concluded it will be able to continue as a going 
concern. 

During the year ended December 31, 2020, the Company made capital expenditures that related to hardware 
purchases, including component and system upgrades and enhancement for Blockchain Computing Units, 
and office computer equipment for employees that totaled $4,916,968. The Company has experienced an 
increase in expenditures as it expands its talent pool with senior appointments, including the strategic 
appointments detailed above, as well as key technical appointments. In certain circumstances, however, we 
may be required, for sound business reasons, to reallocate funds. Pending such use, the Company intends 
to invest the available funds in short-term, investment grade, interest-bearing securities, other marketable 
securities and Digital Assets. 

For the year ended December 31, 2020 net cash used in operating activities was $8,527,278, which does not 
include the Digital Assets obtained through Digital Asset Hashing operations, but not converted to cash. For 
the year ended December 31, 2020, cash used in investing activities was $5,229,256 and was used to acquire 
components and systems to upgrade and enhance the Blockchain Computing Equipment.  

As at December 31, 2020, the Company had current assets of $32,510,331 consisting primarily of cash and 
cash equivalents of $2,090,015, accounts receivable of $171,292, Digital Assets of $6,720,448, and prepaid 
expenses and other current assets of $4,925,314 largely representing down payments on new hashing 
equipment. The remaining $18,603,262 pertains to the terminated acquisition which is offset by a 
corresponding liability.  

As a result of the Freschette Transaction, the Company began to generate Digital Assets related revenue in 
2019. These operations were discontinued in the second quarter of 2020. Management will make the 
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appropriate operational decisions to ensure that computing power adapts and is allocated based on current 
market conditions. As a general policy, revenues generated over and above the cash operating expenses to 
maintain the Digital Asset Hashing operations may be invested in SHA-256 derived Digital Assets at the 
discretion of the management and/or the Board.  

Since June 1, 2019, the Company has also generated income from Licensing TAAL Orchestrator. The 
Company entered into the Management Services Agreement effective November 8, 2019, pursuant to which 
it earns recurring income. Management of the Company is actively seeking additional opportunities to 
provide management services to third parties in enterprise scale Blockchain Infrastructure operations and 
to increase the participants in the Digital Asset Pools it manages. 

The Company may require additional capital to maintain operations if its operations continue to be unable to 
produce positive cash flow. The Company’s ability to arrange financing in the future will depend, in part, upon 
the prevailing capital market conditions, the market and demand for Digital Assets as well as its business 
performance. There can be no assurance that the Company will be successful in its efforts to arrange 
additional financing on terms satisfactory to it or at all. If the Company raises additional financing through 
the issuance of common shares from its treasury, control of the Company may change, and existing 
shareholders will suffer additional dilution. 

Risks & Uncertainties 

An investment in securities of the Company involves a high degree of risk, should be considered highly 
speculative due to the nature of the Company’s business and the industry in which it operates and should 
only be made by persons who can afford the risk of loss of their entire investment. See headings “Caution 
Regarding Forward Looking Statements” and “Risk Factors” in the Annual Information Form or a discussion of 
other risks and factors affecting the Company. The Company’s significant risk exposures and the impact of 
the Company’s financial instruments are summarized below.  

Technology Risk – Acceptance and Adoption of Blockchain, Digital Assets and the BSV Blockchain 

Blockchain technologies and Digital Assets represent a new technological innovation and a new asset class, 
respectively. The use of blockchain technologies and Digital Assets to, inter alia, buy and sell goods and 
services and complete other transactions, is part of a new and rapidly evolving industry. The growth of this 
industry, and the blockchain technology that supports Digital Assets, is subject to a high degree of 
uncertainty, and the slowing or stopping of the development or acceptance of blockchain technologies and 
Digital Assets will likely have a direct adverse impact on the Company's operations. To date, BSV and other 
Digital Assets, and the blockchain technology underlying such Digital Assets, have not been widely adopted 
as a means of payment for goods and services by major retail and commercial outlets, nor as a widely used 
and adopted technology, thus limiting the ability of end-users to use such assets and technologies to pay for 
goods and services, or otherwise. Conversely, a significant portion of the demand for Digital Assets is being 
generated by speculators and investors seeking to profit from trading or investing in Digital Assets. Such 
speculation has led to increased price volatility which could adversely impact the demand for Digital Assets 
and the profitability of blockchain computing activities. 

The adoption of Digital Assets will require growth in the usage in and of the blockchain for various 
applications. Adoption of Digital Assets will also require greater regulatory clarity. A lack of adoption and 
expansion in the use of Digital Assets and blockchain technologies could have a material adverse effect on 
the Company's business, results of operations and financial condition. In addition, there is no assurance that 
Digital Assets generally will maintain their value over the long term. The value of Digital Assets is subject to 
risks related to its use. If growth in the use of Digital Assets and blockchain technology generally occurs in 
the near or medium term, there is no assurance that such use will continue to grow over the long term. A 
contraction in the use of Digital Assets and blockchain technology may result in increased volatility or a 
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reduction in prices, which could have a material adverse effect on the Company's business, results of 
operations and financial condition.  

The use of blockchain technologies and Digital Assets to, inter alia, buy and sell goods and services and 
complete other transactions, is part of a new and rapidly evolving industry. The growth of this industry, and 
the blockchain technology that supports Digital Assets, is subject to a high degree of uncertainty, and the 
slowing or stopping of the development or acceptance of blockchain technologies and Digital Assets will 
likely have a direct adverse impact on the Company's operations. Factors affecting the further development 
of the blockchain (and, specifically the BSV blockchain), and Digital Asset industries, include, but are not 
limited to: the continued worldwide growth in the adoption and use of blockchain technology, specifically the 
BSV blockchain, and Digital Assets; governmental and quasi-government regulation of or restrictions on the 
use of blockchain technologies and Digital Assets or access to and operation of Digital Assets and 
blockchain technology systems and networks; the maintenance and development of the open-source 
software protocol of certain blockchain networks, including the BSV network, used to support Digital Assets; 
advancements in technology, including computing power, that may render existing blockchain technology 
and/or specifically the BSV network obsolete or too slow; the use of networks supporting Digital Assets for 
developing smart contracts and distributed applications; anti-competitive behavior from traditional financial 
services; consumer sentiment and perception of blockchain technology and Digital Assets and changes in 
consumer demographics; public tastes and preferences including the availability and popularity of other 
forms or methods of buying and selling goods and services; the popularity of other forms or methods of 
buying and selling goods or services, including new means of using fiat currencies; continued volatility in the 
trading price of Digital Assets; and general economic conditions and the regulatory environment relating to 
blockchain technology and Digital Assets. 

The Company believes that the BSV blockchain is the blockchain that will achieve widespread acceptance, 
while providing the scalability and volume required for the Company to achieve its business plans. 
Accordingly, TAAL has focused its attention and resources on this protocol and on developing fiat-based 
revenue and business channels dedicated to the custom processes of blockchain data and transaction 
processing for enterprise customers building upon the BSV blockchain. If the Company is incorrect in its 
beliefs, and the BSV blockchain is unable to achieve widespread acceptance or use, the Company's results 
of operations and financial condition could be materially adversely affected. In particular, the Company relies 
solely on the BSV blockchain and there are no assurances that BSV blockchain, or any blockchain, will receive 
widespread acceptance or use. A contraction in the use of the BSV network, or the widespread adoption of 
another blockchain protocol, could have a material adverse effect on the Company's business, results of 
operations and financial condition.  

See ’Risk Factors – Risks relating to the Blockchain and Digital Assets’ in the Annual Information Form for 
further information on the risks relating to the Blockchain and Digital Assets. 

Limited Operating History 

The Company has a limited history of operations on which potential investors might evaluate our 
performance, in addition the industry in which the Company operates and intends to operate is in its infancy 
and many of the Company's business lines are nascent. Consequently, the Company is subject to many of 
the risks common in early-stage enterprises, including under-capitalization, cash shortages, limitations with 
respect to personnel, financial and other resources and lack of revenues, any of which could have a material 
adverse effect on TAAL and may force it to reduce or curtail operations. In addition, the Company has a 
limited history of earnings, and there is no assurance that any of its future operations, services or products 
will generate earnings, operate or continue operating profitably or provide a return on investment in the future. 
There is no assurance that the Company will be successful in achieving a return on shareholders' investment 
and the likelihood of success must be considered in light of its early stage of operations. 
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Furthermore, the business lines in which TAAL and its subsidiaries operate are nascent, unproven and 
subject to material legal, regulatory, operational, reputational, tax and other risks in every jurisdiction in which 
they operate and, as such, are not assured to be profitable. TAAL is pursuing a number of different 
opportunities in its evolving industry. It is possible that some, or all, of these opportunities will not result in a 
profitable business line or a productive use of capital or time. This could result in TAAL becoming involved 
in business opportunities that are not related to its current business plans or strategy.  

TAAL may also launch new business lines and pursue new business opportunities, offer new products and 
services within existing businesses, or undertake other strategic projects. There are substantial risks and 
uncertainties associated with these efforts and TAAL and its subsidiaries would need to invest significant 
capital and resources into such efforts. Additionally, TAAL's revenue and costs may fluctuate due to start-up 
costs associated with new business or products and services while revenues may take time to develop, all 
of which could have a material adverse effect on the Company's business, results of operations and financial 
condition.  

Foreign currency risk 

Foreign currency risk is the risk that a variation in exchange rates between the Canadian dollar and other 
foreign currencies will affect the Company’s operations and financial results. The Company settles its 
revenue and incurs a portion of its expenses in US dollars and therefore the fluctuation in foreign currencies 
in relation to the Canadian dollar will consequently impact the profitability of the Company and may also 
affect the value of the Company’s assets and liabilities and the amount of equity.  

The Company anticipates that the majority of its revenue will be earned in BSV while its direct costs of sales 
will be incurred in various foreign currencies and its general operating expenses incurred in Canadian dollars. 
BSV that is not held for strategic purposes is converted into U.S. dollars. Fluctuations in the exchange rate 
between the Canadian dollar and the U.S. dollar and other currencies, could have a material adverse effect 
on the Company's business, results of operations and financial condition. The Company does not intend to 
engage in currency hedging schemes but will attempt to hedge or mitigate the risk of currency fluctuations 
by actively monitoring and managing its foreign currency holdings relative to its foreign currency expenses. 

Price risk 

Price risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to 
changes in market prices, other than those arising from interest rate risk and foreign currency risk. The 
Company is exposed to price risks with respect to its Digital Assets earned and held.  

Credit risk 

Credit risk is the risk of financial loss to the Company if a customer or a counterparty to a financial instrument 
fails to meet its contractual obligations. Financial instruments which are potentially subject to credit risk for 
the Company consists primarily of cash and cash equivalents, trade and other receivables. Cash and cash 
equivalents are maintained with highly rated financial institutions and may be redeemed upon demand. 
Historically, the company has been exposed to a significant concentration of credit risk with respect to its 
trade accounts receivable balance because of its dependence on revenue from CoinGeek. All accounts 
receivable balances are expected to be settled in full when due and because of the nature of the customer.  

The Company’s maximum exposure to credit risk at the end of any period is equal to the carrying amount if 
these financial assets as recorded in the consolidated statement of financial position.  
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Liquidity risk 

Liquidity risk is the risk that the Company will not be able to meet 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. The key to success in managing liquidity is the degree of 
certainty in the Company’s cash flow projections. If future cash flows are fairly uncertain, liquidity risk 
increases. The Company manages liquidity risk through the management of its capital structure. The 
Company ensures that there is sufficient capital in order to meet short-term operating requirements, after 
taking into account the Company’s holdings of cash and cash equivalents and digital assets held. The 
Company’s cash and cash equivalents are held in corporate bank accounts available on demand.  The digital 
assets are held in secure wallets and are available on demand. 

Pandemic risk 

While disruption to the Company’s business as a result of COVID-19 has been minimal to date, the Company 
faces risks related to health epidemics and other outbreaks of communicable diseases, which could 
significantly disrupt its operations and have a material adverse effect on the Company’s business and 
financial condition. In particular, the Company cautions that current global uncertainty with respect to the 
spread of COVID-19 persists and its effect on the broader global economy may yet have a significant negative 
effect on the Company. While the precise impact of the COVID-19 virus on the Company and its future 
operations remains unknown, rapid spread of the COVID-19 virus may have a material adverse effect on 
global economic activity, and can result in volatility and disruption to global supply chains, operations, 
mobility of people and the financial markets, which could affect interest rates, credit ratings, credit risk, 
inflation, business, financial conditions, ability to visit operational facilities, results of operations and other 
factors relevant to the Company.  

Specifically, the impact of COVID-19 has severely limited management's ability to travel, which, given the 
global nature of the Company's business, management team and clientele, has impacted the Company's 
ability to manage its business in a traditional manner. Difficulty with travel will also limit management's ability 
to inspect firsthand hosting sites and may delay efforts to obtain Blockchain Computing Equipment. 

Moreover, since the start of the global pandemic, many companies have faced issues integrating its 
employees to work at home situations, as recommended by the World Health Organization. TAAL 
implemented a remote work policy in February of 2020 and, in part due to the nature of our business and our 
culture of problem solving, we have experienced minimal disruption to our business due to the global 
pandemic and related issues.  

To the extent that the COVID-19 pandemic continues and worsens, the impacts on the global economy are 
unpredictable and could materially and adversely affect the Company’s investments, businesses, and the 
Company’s stock price. In particular, the continued spread of the coronavirus globally could materially and 
adversely impact the Company’s business including without limitation, employee health, workforce 
productivity, increased expenses and other factors that will depend on future developments beyond the 
Company’s control, which may have a material and adverse effect on its business, financial condition and 
results of operations and financial condition. Such adverse effect could be rapid and unexpected.  
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APPLICATION OF CRITICAL ACCOUNTING ESTIMATES AND ACCOUNTING POLICIES 

The Company has prepared the financial statements in accordance with IFRS. Significant accounting policies 
are described in Note 3 of the Company’s audited consolidated financial statements as at and for the period 
ended December 31, 2020. 

The preparation of financial statements in conformity with IFRS requires the Company to make estimates 
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of financial statements and the reported amounts of expenses during the 
reporting period. Actual outcomes could differ from these estimates.  

The Company’s significant accounting policies, judgements, and estimates are detailed in Note 3 to the 
audited consolidated financial statements for the year ended December 31, 2020 and include: digital assets, 
asset acquisition, intangible assets, equipment, functional currency translation, revenue from contracts with 
customers, basic and diluted loss per share, share capital, share-based payments, and share-based 
payments for asset acquisition.  

Additional Information 

Additional information relating to the Company is available on SEDAR at www.sedar.com.  


	Financial Results:
	Recent Developments
	1 See “Non-IFRS Financial Measures” and the reconciliation of Adjusted EBITDA to Net Loss below.
	Technology Risk – Acceptance and Adoption of Blockchain, Digital Assets and the BSV Blockchain
	Limited Operating History
	Foreign currency risk
	Price risk
	Credit risk
	Liquidity risk
	Pandemic risk

