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Basis of Presentation
The following Management Discussion and Analysis (“MD&A”) of the financial condition and results of operations
of Prodigy Ventures Inc. (the “Company”) are the views of management and should be read in conjunction with
the consolidated interim financial statements and related notes for the three months ended March 31, 2019 and
2018, which were prepared in accordance with International Financial Reporting Standards (“IFRS”) as issued
by the International Accounting Standards Board (“IASB”). All figures are expressed in Canadian dollars unless
otherwise indicated.
This report is dated as at May 24, 2019, and the Company’s additional public filings can be reviewed via the
SEDAR website (www.sedar.com). The Company’s Audit Committee and Board of Directors have reviewed and
approved the MD&A.
Throughout this document, Prodigy Ventures Inc. is referred to as “Prodigy”, “we”, “our” or “Company”. This
MD&A provides information that management believes is relevant to an assessment and understanding of the
results of operations and financial condition of the Company.
Forward-Looking Statements
This MD&A contains forward-looking information. Often, but not always, forward-looking information can be
identified by the use of words such as “plans”, “expects” or “does not expect”, “is expected”, “estimates”, “intends”,
“anticipates” or “does not anticipate”, or “believes”, or variations of such words and phrases or states that certain
actions, events or results “may”, “could”, “would”, “might” or “will” be taken, occur or be achieved. All statements
in this MD&A that do not directly and exclusively relate to historical facts constitute “forward-looking information”
within the meaning of Canadian securities laws. This information represents Prodigy’s intentions, plans,
expectations and beliefs, and are subject to risks, uncertainties and other factors, of which many are beyond the
control of the Company. These factors could cause actual results to differ materially from such forward-looking
information. These factors include but are not restricted to: the timing and size of new contracts; acquisitions
and other corporate developments; the ability to attract and retain qualified personnel; market competition in the
rapidly evolving information technology industry; general economic and business conditions; and other risks
identified in the MD&A, and Prodigy’s consolidated financial statements for three months ended March 31, 2019
as well as assumptions regarding the foregoing. Forward-looking statements speak only as of the date on which
they are made. In particular, statements relating to future performance are forward-looking information. Prodigy
disclaims any intention or obligation to publicly update or revise any forward-looking information, whether as a
result of new information, future events or otherwise, except as required by applicable law. Readers are cautioned
not to place undue reliance on this forward-looking information.
OVERVIEW

Prodigy is comprised of two main business units: Prodigy Labs and our Venture Builder.
Prodigy Labs is Prodigy's technology services business, a trusted technology supplier to leading Canadian
financial institutions and other large enterprises, providing clients with consulting services for strategy, design,
project management, application development, staff augmentation and services related to Prodigy's venture
builder business platforms. It provides these technology services to the aforementioned clients. Prodigy Labs'
technology consulting services currently represent 100% of Prodigy's revenue.
The Venture Builder is creating or intends to create new business platforms and applications in many of the
highest growth technology segments: mobile, video, secure identity, voice, blockchain, payments, augmented
reality and artificial intelligence. Prodigy Venture's business platforms and applications are or will be designed to
deliver B2B, B2C, P2P (Peer to Peer) and IoT (Internet of Things) capabilities. Prodigy’s research and
development expenses are related solely to the venture builder business.

Vision and Strategy
Prodigy's vision and strategy consists of two tracks. The first track is to aggressively expand its services business,
Prodigy Labs, into new market segments, new technologies, and a broader geographic reach. The second track
is to create growth as a venture builder by building and marketing its innovative new business platforms and
applications.
Management of Prodigy believes that there are a number of primary strategic benefits to operating a services
business and venture builder business within one company.
1.

Growth multiplier;

2.

Top talent attraction and retention;

3.

Shared management resources;

4.

Shared infrastructure, administration, marketing and sales;

5.

Streamlined access to capital for all ventures; and

6.

Portfolio approach to new ventures.

Each of these benefits is discussed in greater detail below.
Growth multiplier
Management believes that operating a services business and venture builder within one company multiplies the
growth opportunities for each. The enterprise technology services business is highly competitive and requires a
unique offering for a new entrant to grow. The ventures businesses provide the basis of that unique offering by
demonstrating expertise in complementary high growth technology segments. While each new venture is
primarily focused on building its own platform and application, many will have a significant opportunity for services
revenue based on those platforms. However, independently attempting to capture that services revenue would
distract from their primary platform-building focus. Instead, it is intended that the services business, Prodigy Labs,
will capture and deliver these service revenues, multiplying overall growth.
Talent attraction and retention
Human resources are the core of any software and technology services business. Prodigy's two track strategy is
a key enabler in its ability to attract and retain top talent. The most experienced and skilled technologists seek
interesting work, opportunities to gain experience with trending developments, competitive compensation, a
financial upside and a collegial environment. Prodigy's set of new ventures participate in the latest technology
trends. Interesting work opportunities are provided to staff by redeploying to, or timesharing between, the services
business and the ventures businesses, with a range of potential experience-building roles. Prodigy strives to
keep compensation levels competitive, and its activity in the client staff augmentation business ensures that its
market knowledge is current. Prodigy also offers performance incentive options to top performing personnel. A
collegial environment is fostered with a relaxed work environment and a minimal hands-on management layer.
Shared management resources
By sharing management resources across a number of cross-pollinating ventures, costs are reduced. The
technology talent within each venture is freed to apply itself more efficiently to real value creation and the
development and delivery of its actual products and/or services.
Shared infrastructure, administration, marketing and sales
By sharing infrastructure, administration, marketing and sales, Prodigy is able to realize additional cost savings.
The pooling of these requirements for all internal ventures permits the acquisition and deployment of more and
better resources to satisfy their needs.
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Streamlined access to capital
New debt and/or equity will be raised from time to time as required to meet the ongoing aggregate requirements
of all ventures. If and when ventures become profitable, their positive cash flows may also be reinvested in new
ventures. Capital will be allocated to ventures based upon management's determination of risk/reward trade-offs
and regularly reviewed to adapt to changing conditions.
Portfolio approach to new ventures
Finally, a portfolio approach to new ventures mitigates overall risk for all participants: shareholders, management
and company personnel. Over time, it is anticipated that some ventures will succeed while others may not. As
new ventures mature and become successful, they may become wholly or partially legally and operationally
independent, but Prodigy intends to retain ongoing interests in each, and may continue to provide enterprise
services, and support for administration, marketing and sales, on a case by case basis. Timing of graduation to
full/partial independence will be determined by each venture's growth, ongoing requirements and market
conditions.
Prodigy may also transition from a venture builder to an incubator, investing and/or acquiring promising startups/businesses in technology areas similar or complementary to its core competencies.
Services Business
Prodigy Labs is Prodigy's technology services business, a trusted technology supplier to leading Canadian
financial institutions and other large enterprises, providing clients with consulting services for strategy, design,
project management, application development, staff augmentation, and services related to Prodigy's business
platforms. Prodigy is a leader in the development of mobile enterprise applications for Canadian banks.
Prodigy Labs has transitioned from the organic growth of its first four years to a more aggressive business
development strategy. The business invested in new staff for sales and marketing led by the President and a
newly appointed Senior Vice President, Professional Services, targeted specific vertical markets, built a pipeline
of new client prospects, implemented a contact and sales plan, and defined new services offerings that built upon
its successful experience with Canadian banks, as well as the unique capabilities of the other Prodigy businesses.
Enterprise prospects are keenly interested in mobile, secure identity, payments, voice, augmented reality,
artificial intelligence, and blockchain platforms and applications, and need expert assistance to apply them to
their businesses. Management of Prodigy believes that this will result in significant growth for Prodigy Labs. Year
over year, we have reduced our dependency on our largest client from approximately 82% to 59% of revenue.
Many Prodigy personnel are dedicated sub-contractors. The Company is now hiring more full-time employees.
This shift will have a positive impact on future gross profit, build greater staff commitment, and is better aligned
with the plan to emphasize fixed price client work. It will also enhance the mobility for staff between the ventures
and services tracks within Prodigy, an important attraction for potential new hires. Most of Prodigy's personnel
are co-located on the premises of its clients.
Venture Builder Business
Prodigy is currently in the process of building new apps and platforms in its venture builder division, which are
described below:
ID Verifact
ID Verifact is Prodigy’s new digital identity platform and related services offering. It is focused on accelerating
the market adoption of secure digital identity solutions for banking, payments, insurance, retail, charitable
donations and other uses.
ID Verifact is developing services for a number of initiatives, including new account creation and digital signature,
account maintenance and recovery, and eligibility checks, including age verification, delivered online, over
telephone channels or at brick-and-mortar locations.
The ID Verifact platform will also enable the rapid onboarding and adoption of Verified.Me, an offering of
SecureKey Technologies. Verified.Me is being adopted by many Canadian banks and others (digital asset
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providers) to enable secure, permission-based digital asset transfers to businesses requesting personal digital
assets when such requests are authorized by a consumer. Verified.Me is built on the IBM blockchain. Prodigy is
a SecureKey Partner.
Prodigy Vox
Prodigy Vox is a new voice systems platform and related services, under development to enable the creation
and management of new apps for Amazon’s Alexa devices and Google’s Home devices. Other voice devices will
be added in future, including Apple’s HomePod and others.
Prodigy Vox provides services to assist businesses implementing custom voice applications for customers in the
banking, insurance, auto, retail and services sectors. Prodigy Vox is integrated with ID Verifact to facilitate
convenient and secure account linking within voice applications.
Intellectual Property
Currently, Prodigy has no patents. The rights to the software developed under contract for customers of Prodigy
Labs are owned by those customers. As new ventures develop, their intellectual property will grow and may
become significant over time. Each employee, officer, director, consultant and contractor providing services to
Prodigy has assigned to Prodigy all rights such person or entity may have in the work completed on behalf of
Prodigy.
Summary of Quarterly Results
The following table provides selected unaudited financial information for each of the last eight quarters, presented
in Canadian dollars:
For the quarters ended
Total revenue
Net income for the period
Net income per share – basic and diluted

For the quarters ended
Total revenue
Net income for the period
Net income per share – basic and diluted

Mar 31/19
$

Dec 31/18
$

Sep 30/18
$

Jun 30/18
$

4,877,728

4,687,362

4,600,786

4,086,275

144,822

1,418

60,525

89,280

0.00

0.00

0.00

0.00

Mar 31/18
$

Dec 31/17
$

Sep 30/17
$

Jun 30/17
$

3,568,622

3,007,244

2,962,484

3,107,656

24,372

5,310

56,534

116,515

0.00

0.00

0.00

0.00

Prodigy's revenue is based on management’s ability to renew existing contracts, enter into new contracts with its
customers and expand its customer base. Margins are expected to remain constant or increase slightly in the
short term.
In 2019, the Company continued to increase its investment in management and sales staff. The Company also
incurred expenditures in research and development in connection with its venture builder business as detailed
above. These research and development expenditures have been fully expensed. The R&D expenses and sales
staff costs have led to an increase in revenue, including revenue from new clients.
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OPERATING RESULTS FOR THE THREE MONTHS ENDED MARCH 31, 2019

Operating results for the three months ended March 31, 2019 compared to the three months ended March 31,
2018 are discussed below.
Total revenue for the three months ended March 31, 2019 increased $1,309,106 from $3,568,622 to $4,877,728,
an increase of 37% from the three months ended March 31, 2018. The increase in revenue was due to a number
of new service contracts entered into by the Company during the period. 100% of the Company’s revenue was
derived from its service business, of which 16% related to fixed price projects and 84% related to time and
materials contracts. Management expects further revenue growth in 2019 and beyond. Prodigy's ability to renew
existing contracts and enter into new contracts in turn depends to a great degree on the quality of services
provided and technology developed for its customers. Approximately 59% (2018 – 82%) of the Company’s
revenue for the period relates to transactions entered into with one client.
Direct costs for the three months ended March 31, 2019 increased $845,668 from $2,670,701 to $3,516,369, an
increase of 32% from the three months ended March 31, 2018. Direct costs consist primarily of fees and salaries
paid to developers working directly for clients in the Company’s service business. Direct costs will increase in
relation to changes in revenue. Gross profit increased $463,438 from $897,921 to $1,361,359, an increase of
52% from the three months ended March 31, 2018. Margins are expected to remain constant or increase slightly
in the short-term.
Income before income tax for the three months ended March 31, 2019 increased $169,397 from $34,603 to
$204,000, an increase of 490% from the three months ended March 31, 2018. The net and comprehensive
income for the three months ended March 31, 2019 increased $120,450 from $24,372 to $144,822, an increase
of 494% from the three months ended March 31, 2018. Of the $144,822 in net income, profit of $359,118 was
attributable to the service business and a loss of $214,296 was attributable to the venture builder business.
Net income per share, basic and diluted, was $0.00 for the three months ended March 31, 2019 compared to
$0.00 for the three months ended March 31, 2018.
Summary of Expenses

Expenses
Advertising and promotion
Compensation

Three months
ended
March 31
2019
$

Three months
ended
March 31
2018
$

10,843

12,867

700,721

368,688

Computer

23,455

29,113

Depreciation

48,041

5,790

Finance costs

6,980

261

Office and general

67,798

33,050

Professional fees

50,149

49,789

Research and development

223,071

352,830

Share-based compensation

9,298

-

Telecommunications

3,306

2,100

13,697

8,830

1,157,359

863,318

Travel

Total expenses for the three months ended March 31, 2019 increased $294,041 year over year from $863,318
to $1,157,359.
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Advertising and promotion expenses for the three months ended March 31, 2019 decreased $2,024 year over
year from $12,867 to $10,843. Of the total, $10,384 (2018 – $11,506) was allocated to Prodigy Labs and $459
(2018 - $1,361) was allocated to the Venture Builder. The overall cost is expected to increase in connection with
increased sales and new ventures promotion.
Compensation for the three months ended March 31, 2019 increased $332,033 year over year from $368,688 to
$700,721. Of the total, $671,043 (2018 – $329,694) was allocated to Prodigy Labs and $29,678 (2018 - $38,994)
was allocated to the Venture Builder. The increase relates primarily to higher sales and administrative staff costs
and increased incentive compensation during the period. The overall cost is expected to increase as the
Company grows.
Computer expenses for the three months ended March 31, 2019 decreased $5,658 year over year from $29,113
to $23,455. Of the total, $22,462 (2018 – $14,620) was allocated to Prodigy Labs and $993 (2018 - $14,993)
was allocated to the Venture Builder. The overall cost is expected to increase as additional projects are developed
and new staff are hired.
Depreciation for the three months ended March 31, 2019 increased $42,251 year over year from $5,790 to
$48,041. Of the total, $30,664 (2018 – $5,178) was allocated to Prodigy Labs and $17,377 (2018 - $612) was
allocated to the Venture Builder. The increase is a result of the Company’s adoption of IFRS 16 “Leases”. The
Company has adopted IFRS 16 with an initial adoption date of January 1, 2019. The Company applied the
modified retrospective approach, to remaining lease payments as at January 1, 2019, without restatement of
comparative figures presented for 2018 as previously reported under IAS 17. The lease asset relating to the
Company’s office space is depreciated using the straight-line method. In addition, the expense will increase as
additional property and equipment is acquired.
Finance costs for the three months ended March 31, 2019 increased $6,719 year over year from $261 to $6,980.
The increase was due to the adoption of IFRS 16 as noted above. When measuring lease liabilities, the Company
discounted lease payments using its incremental borrowing rates. Of the total, $4,455 (2018 – $234) was
allocated to Prodigy Labs and $2,525 (2018 - $27) was allocated to the Venture Builder. Future interest cost will
decline as the lease liability is repaid.
Office and general expenses for the three months ended March 31, 2019 increased $34,748 year over year from
$33,050 to $67,798. Of the total, $43,275 (2018 – $12,529) was allocated to Prodigy Labs and $24,523 (2018 $20,521) was allocated to the Venture Builder. In October, 2018, the Company acquired additional office space
to accommodate new staff. The increase year over year relates primarily to the non-lease components of the
agreement. The overall cost is expected to increase as the Company grows.
Professional fees for the three months ended March 31, 2019 increased $360 year over year from $49,789 to
$50,149. Of the total, $48,025 (2018 – $44,523) was allocated to Prodigy Labs and $2,124 (2018 - $5,266) was
allocated to the Venture Builder. In the short-term, professional fees are expected to vary based on M&A
activities.
Research and development expenses for the three months ended March 31, 2019 decreased $129,759 year
over year from $352,830 to $223,071. 100% of the research and development expenses are related to the
Venture Builder. Future increases or decreases will vary based on the status of projects in development.
Share-based compensation for the three months ended March 31, 2019 increased $9,298 from $Nil to $9,298.
Of the total, $8,904 (2018 – $Nil) was allocated to Prodigy Labs and $394 (2018 - $Nil) was allocated to the
Venture Builder. On April 1, 2018, officers of the Company were granted 590,000 incentive stock options. Of the
total, 345,000 options vested in 12 equal monthly instalments over 12 months beginning on April 30, 2018, each
exercisable into one common share at a price of $0.175 per share for a period of two years from each vesting
date. An additional 245,000 incentive stock options vested on March 31, 2019 each exercisable into one common
share at a price of $0.175 per share until March 31, 2021.
Telecommunications expenses for the three months ended March 31, 2019 increased $1,206 year over year
from $2,100 to $3,306. Of the total, $3,166 (2018 – $1,878) was allocated to Prodigy Labs and $140 (2018 $222) was allocated to the Venture Builder. The overall cost is expected to increase as the Company grows.
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Travel expenses for the three months ended March 31, 2019 increased $4,867 year over year from $8,830 to
$13,697. Of the total, $13,118 (2018 – $7,896) was allocated to Prodigy Labs and $579 (2018 - $934) was
allocated to the Venture Builder. The overall cost is expected to increase as the Company grows.
LIQUIDITY AND CAPITAL RESOURCES

The Company had working capital of approximately $2,703,075 as at March 31, 2019 (December 31, 2018 –
$2,688,268). Working capital includes current assets less current liabilities on the Company’s statement of
financial position. Cash flows from operations totalled $1,308,611 for the three months ended March 31, 2019
(2018 – $84,630 used in operations). Cash flows from operations fluctuate based on the timing of customer
payments and other annual payments. The Company used $27,208 in investing activities in connection with
property and equipment acquired during the three months ended March 31, 2019 (2018 – $Nil) and used $44,282
in financing activities (2018 – used $261) relating primarily to repayments of the Company’s lease liabilities. New
debt and/or equity will be raised from time to time as required to meet the ongoing aggregate requirements of all
ventures. If and when ventures become profitable, their positive cash flows may also be reinvested in new
ventures. Capital will be allocated to ventures based upon management's determination of risk/reward trade-offs
and regularly reviewed to adapt to changing conditions. Management believes that it will have sufficient capital
to fund its operations for the next twelve months.
COMMITMENTS AND GUARANTEES

In December, 2017, the Company established an operating line of credit for up to $2,000,000, which carries an
interest rate of prime plus 1.15%. This facility is covered by a General Security Agreement and standard operating
covenants. The Company has not utilized the operating line as of March 31, 2019.
SUBSEQUENT EVENTS

There were no subsequent events that would have a material impact on this report.
OFF BALANCE SHEET ARRANGEMENTS

The Company has not entered into any off-balance sheet arrangements.
CAPITAL MANAGEMENT

The Company defines capital as the aggregate of shareholder equity and debt. The Company's equity comprises the
shares of the Company subscribed by the shareholders and retained earnings. The Board of Directors manages the
dividend policy and the pricing of products and services of the Company so as to ensure that there is adequate cash
flow to fund the Company's operations and safeguard the Company’s ability to continue as a going concern so that
it can continue to provide returns for shareholders.
Management reviews its capital management approach on an on-going basis and believes that this approach, given
the relative size of the Company, is optimal.
There were no changes in the Company's approach to capital management during the periods ended March 31,
2019 and 2018. The Company is not subject to externally imposed capital requirements other than standard operating
covenants associated with the line of credit.
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RELATED PARTY TRANSACTIONS

The Company rented office space from its Chief Executive Officer on a month-to-month lease. These transactions
were in the normal course of operations and are measured at the fair value of the rented office space, which is
the amount agreed to by the related parties. During the three months ended March 31, 2019, the Company paid
$3,000 (2018 - $3,000) in rent and occupancy costs.
Compensation to key management personnel
Compensation earned for the three months ended March 31, 2019 and 2018 due to persons in charge of the
planning, direction and control of the Company, including executive and non-executive directors is as follows:
Three months ended
March 31, 2019
$

Three months ended
March 31, 2018
$

474,555
9,298
483,853

424,606
424,606

Salaries, fees and benefits
Share-based compensation
Total
FINANCIAL INSTRUMENTS

The Company's financial instruments comprise cash, accounts receivables, accounts payable and accrued
liabilities and long-term debt. The fair values of these financial instruments approximate their carrying values,
unless otherwise noted, due to their short-term maturities or interest rates which management believes
approximate those of similar instruments in the current market. Except as otherwise noted the Company is not
exposed to significant risks in relation to its financial instruments.
The Company's risk management policies are established to identify and analyze the Company’s risk, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditions and the Company's activities. There have
been no changes to the Company's exposure to risks in respect of its financial instruments, and there have been
no changes in respect of management’s objectives, policies and processes in the management of its financial
instruments from that of the prior reporting period.
The Company does not hold or issue derivative financial instruments for trading or speculative purposes.
Credit risk
Concentration of credit risk relates primarily to the Company's accounts receivable, as the receivables principally
derive from one revenue source: technology services. During the three months ended March 31, 2019, the
Company derived 59% of its revenue from one customer (2018 – 82%). As at March 31, 2019, one customer
represented 50% (December 31, 2018 – 62%) of the accounts receivable balance. Over 96% of the Company’s
revenue was received from customers currently located in Canada. As at March 31, 2019, approximately 28%
(December 31, 2018 – 53%) of the Company’s accounts receivable are greater than 30 days past due. As at the
following dates, the aging of gross trade and other receivables were as follows:
March 31, 2019
$
Current
1-30 days
31-60 days
61-90 days
Greater than 90 days
Total

1,844,414
58,252
676,580
64,421
1,486
2,645,153

December 31, 2018
$
1,588,230
6,780
1,211,650
253,009
358,522
3,418,191
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The expected credit loss was $nil at both March 31, 2019 and December 31, 2018. There is no indication, as at
these dates, that the debtors will not meet their obligations. Bad debt expenses were $nil for all reporting periods.
The Company manages its credit risk relating to its trade receivables through credit approval and monitoring
procedures, including senior management prior approval of all contracts. Such approvals are based on trade
information, payment history, credit rating and financial analysis, where possible.
The Company reviews the components of these accounts on a regular basis to evaluate and monitor this risk.
The Company’s customers are generally large financially established organizations which limits the credit risk
relating to the customers.
Liquidity risk
The Company is exposed to liquidity risk to the extent that it must meet its financial obligations as and when due.
The Company's approach to managing liquidity risk is to ensure that it always has sufficient cash and other
current financial assets to meet its obligations when due without incurring unacceptable losses or damage to the
Company's reputation. Management forecasts cash flows to identify financing requirements. These requirements
are then addressed through a combination of cash management and access to additional capital.
Management is of the view, based on historical cash flow, that there is sufficient current and future cash flow
from its operating activities and third-party loans to sustain ongoing operations. Should contractual commitments
require payment, management believes that its current sources of liquidity are sufficient to cover these
obligations.
Interest rate risk
Interest rate risk is the risk that the value of financial instruments will fluctuate due to changes in market interest
rates. As at March 31, 2019 and December 31, 2018 the Company did not have any active debt and was therefore
not subject to interest rate risk.
DISCLOSURE OF OUTSTANDING SHARE DATA

As at March 31, 2019 and May 24, 2019, the Company had outstanding 27,454,902 common shares (unlimited
authorized) and 88,051,416 non-voting shares (unlimited authorized). As at May 24, 2019, there were 1,050,000
options outstanding, all of which had vested.
CHANGE IN ACCOUNTING POLICIES

Recently adopted accounting policy changes
Effective January 1, 2019, the Company has adopted the following standard:
IFRS 16 specifies how to recognize, measure, present and disclose leases. The standard provides a single lessee
accounting model, requiring lessees to recognize assets and liabilities for all major leases. The standard is effective
for annual periods beginning on or after January 1, 2019 and the Company is required to apply IFRS 16 to all
contracts that are not complete on the date of initial application. The Company applied the modified retrospective
approach, to remaining lease payments as at January 1, 2019, without restatement of comparative figures
presented for 2018 as previously reported under IAS 17. Upon the initial application as of January 1, 2019, rightof-use assets and lease liabilities were recorded, with no net impact on retained earnings. For leases previously
classified as operating leases under IAS 17, the lease liability has been measured at the present value of the
remaining lease payments, discounted using the incremental borrowing rate as at the date of initial application.
Additionally, the right-of-use asset has been measured at an amount equal to the lease liability, adjusted by the
amount of any prepaid or accrued lease payments recognized in the statement of financial position immediately
before the date of initial application. For leases previously classified as finance leases under IAS 17, the lease
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liability and the right-of-use asset has been measured as the carrying amount of the lease asset and lease liability
immediately before the date of initial application. The following table summarizes the impact of initial application
on the consolidated statement of financial position:
Balance at
December 31,
2018

IFRS 16 Initial
Application

Balance at
January 1,
2019

$

$

$

Assets
Long-term prepaid expenses
Right of use assets

33,490

(14,303)

19,187

-

480,484

480,484

-

466,181

466,181

Liabilities
Lease liabilities

The Company has elected to apply the practical expedient to grandfather the assessment of which transactions are
leases on the date of initial application, as previously assessed under IAS 17 and IFRIC 4. The Company has
elected to account for all short-term leases and all leases for which the underlying asset is of low value as expenses
on either a straight-line basis over the lease term or another systematic basis, and thus not recognize a lease liability
and a right-of-use asset at the date of initial application. Short-term leases are leases with a lease term of twelve
months or less.
When measuring lease liabilities, the Company discounted lease payments using its incremental borrowing rates
depending on the lease terms and other factors as at January 1, 2019. The weighted average rate applied is 5.1%.
The following table reconciles the Company’s operating lease commitments at December 31, 2018, as previously
disclosed in the Company’s consolidated financial statements, to the lease liabilities recognized on initial application
of IFRS 16 at January 1, 2019:

Operating lease commitments at December 31, 2018
Discounted using incremental borrowing rates

$

500,573

Lease liabilities recognized at January 1, 2019

$

466,181

(34,392)

CRITICAL ACCOUNTING ESTIMATES

The preparation of financial statements in conformity with IFRS requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the consolidated financial statements and the reported amount of expenses and other
income during the period.
Management continuously evaluates the estimates and underlying assumptions based on management’s
experience and knowledge of facts and circumstances. Revisions to accounting estimates are recognized in
the period in which the estimates are revised and in future periods if affected.
Significant estimates made by management include the following:
Revenue recognition for professional service:
On January 1, 2018, the Company adopted IFRS 15 Revenue from Contracts with Customers. The standard
contains a single model that applies to contracts with customers and two approaches to recognizing revenue: at a
point in time or over time. The model features a contract-based five-step analysis of transactions to determine
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whether, how much and when revenue is recognized. New estimates and judgement thresholds have been
introduced which may affect the timing of revenue recognized.
The Company records revenue from contracts with customers in accordance with the five steps in IFRS 15 as
follows:
1. Identify the contract with a customer;
2. Identify the performance obligations in the contract;
3. Determine the transaction price, which is the total consideration provided by the customer;
4. Allocate the transaction price among the performance obligations in the contract based on their relative fair
values; and
5. Recognize revenue when the relevant criteria are met for each unit (at a point in time or over time).
The Company derives its revenues from software and related professional service contracts. Revenue comprises
the fair value of consideration received or receivable from the provision of services in the ordinary course of
business.
Revenue from contracts with customers is recognized for each performance obligation as control is transferred
to the customer over time as progress towards completion of the performance obligation. The transaction price
is generally the amount stated in the contract.
The Company recognizes professional services revenues based on time and material incurred, or for fixed price
professional service contracts, based on the percentage of completion of the performance obligation, which is
assessed based on actual labour cost and budgeted cost required to complete the performance obligation. If a
loss on a contract is considered probable, the loss is recognized when it is determinable.
Amounts are generally billable on reaching certain performance milestones, as defined by individual contracts.
Revenue earned in excess of contract billings is recorded as contract asset. Cash proceeds received in advance
of performance under contracts are recorded as contract liability. Contract liability is classified as long-term if it
relates to performance obligations that are expected to be fulfilled after 12 months from period end.
Contract costs, such as commissions or incremental costs of obtaining a contract with a customer, are recognized
as an asset if we expect the period of benefit for those costs to be longer that one year and those costs are
expected to be recoverable under the expected term of the contract. As all contracts are for a period of less than
one year, no contract costs have been recorded.
Expected Credit loss:
The Company manages its credit risk relating to its trade receivables through credit approval and monitoring
procedures, including senior management prior approval of all rental contracts. Such approvals are based on
trade information, payment history, credit rating and financial analysis, where possible.
The Company reviews the components of these accounts on a regular basis to evaluate and monitor this risk.
The Company's customers are generally large financially established organizations, which limits the credit risk
relating to the customer.
Deferred tax assets and liabilities:
The Company estimates the amount and the timing of the reversing of temporary differences giving rise to
deferred tax assets or liabilities and recognizes this amount based on historical experience and substantively
enacted tax rates.
These estimates have been applied in a manner consistent with that of prior periods and there are no known trends,
commitments, events or uncertainties that management believes will materially affect the assumptions utilized in
the accompanying financial statements.
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RISKS AND UNCERTAINTIES

The Company’s operations involve certain risks and uncertainties that are inherent to the Company’s industry
and rapidly changing environment that could impact its business, financial condition or results of operations.
Additional risks and uncertainties of which the Company is unaware, or that it currently deems to be immaterial,
may also become important factors that affect the Company. The following is a description of the principal risk
factors that will impact the Company:
Prodigy has a limited operating history and may not maintain profitability
Prodigy is subject to all the risks and uncertainties inherent in a new business and the development and sale of
new products. As a result, it still must establish many functions necessary to operate a business, including
finalizing its administrative structure, continuing product development, assessing its marketing activities, and
personnel recruitment. Prodigy’s operating subsidiary, while incorporated in 1992, only commenced its current
operations on April 1, 2014. Prodigy is therefore subject to many of the risks common to early-stage enterprises,
including under-capitalization, cash shortages, limitations with respect to personnel, financial, and other
resources. There is no assurance that Prodigy will be successful in achieving a return on shareholders'
investment and the likelihood of success must be considered in light of the early stage of operations.
Prodigy may not be able to maintain profitability. In addition, Prodigy expects to continue to increase operating
expenses as it implements initiatives to continue to grow its business. If Prodigy's revenues do not increase to
offset these expected increases in costs and operating expenses, Prodigy will not be profitable and may require
additional debt or equity financing.
Economic dependence on a limited number of customers
Prodigy's revenue is obtained almost exclusively from its services business. During the three months ended
March 31, 2019, the Company derived 59% of its revenue from one customer (2018 – 82%). As at March 31,
2019, one customer represented 50% (December 31, 2018 – 62%) of the accounts receivable balance. Prodigy's
contracts with these customers are limited in duration, typically with terms of 6-12 months. Prodigy's ability to
continue to generate revenue from its services business depends on its ability to regularly renew these contracts
and enter into contracts with new customers. Prodigy's ability to renew existing contracts and enter into new
contracts in turn depends to a great degree on the quality of services provided and technology developed for its
customers.
Prodigy believes that its focus on customer service and support is critical to onboarding new customers and
retaining its existing customers. Prodigy's reputation among customers is critical for the growth and success of
its business. Any perception that it does not provide satisfactory customer service, even if factually incorrect or
based on isolated incidents, could damage Prodigy's reputation, undermine the trust and credibility it has
established and have a negative impact on its ability to attract new, or retain existing, customers and enter into
new markets or sectors.
Future growth dependent upon success of venture business
Prodigy's future growth depends on the success of its venture builder business, the strategy of identifying,
developing and launching new business platforms and applications in potentially high growth technology
segments such as mobile, video, voice, augmented reality, artificial intelligence, blockchain and secure identity.
These areas are highly competitive and Prodigy may not be able to develop and implement its new platforms or
applications before its competitors. Prodigy only has a small window of opportunity in which to gain the customer
acceptance necessary to become a market leader in a particular target market, and it may not be able to develop
its ventures before its potential competitors do so.
There is also no guarantee that Prodigy's platforms or applications will gain market acceptance ahead of those
of its competitors, and thus may only have limited potential. Prodigy may realize, only after investing significant
resources in a new platform or application, that such platform or application is not likely to generate the profits,
growth or value that it expected.
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Need for ongoing innovation
The markets in which Prodigy competes are characterized by constant change and innovation and they are
expected to continue to evolve rapidly. Prodigy's success has been based on its ability to identify and anticipate
the needs of its customers and design platforms that provides them with the tools to serve their needs. Prodigy's
ability to attract new customers, retain existing customers and increase revenue from both new and existing
customers will depend in large part on its ability to continue to improve and enhance the functionality,
performance, reliability, design, security and scalability of its platforms.
Ongoing need for financing
Prodigy has earned minimal revenue to date from its venture builder business. Its ability to continue operations
will be largely reliant on its continued attractiveness to equity investors and profit from its services business. The
Company may incur operating losses as it spends funds to develop its venture builder business operations. There
is no guarantee that the Company will be able to achieve its business objectives. The continued development of
Prodigy may require substantial additional financing in future. The failure to raise such capital could result in the
delay or indefinite postponement of current business objectives or the Company going out of business. While the
services business will provide some level of funding, a critical source of funding available to the Company will
consist of equity financing. There can be no assurance that additional capital or other types of financing will be
available if needed or that, if available, the terms of such financing will be favourable to the Company. In addition,
from time to time, the Company may enter into transactions to acquire assets or the shares of other corporations.
These transactions may be financed wholly or partially with debt, which may temporarily increase the Company’s
debt levels.
Attraction and retention of key personnel
The Company has a small management team and the loss of a key individual or inability to attract suitably
qualified staff could have a material adverse impact on its business. The Company may also encounter difficulties
in obtaining and maintaining suitably qualified staff. Prodigy has sought to and will continue to ensure that
management, directors and any key employees are provided with appropriate incentives; however, their services
cannot be guaranteed.
Prodigy's future growth and success will depend upon its ability to identify, hire, develop, motivate and retain
talented personnel with outstanding skills. There is no guarantee that it will be able to retain the services of any
of its employees or other members of senior management in the future. Competition for talent is intense,
particularly in technology driven industries such as Prodigy's, and its competitors may be able to offer Prodigy's
potential or current personnel better pay, experience, benefits or opportunities. Failure to effectively recruit and
retain talent could limit Prodigy's ability to increase sales, expand operations and achieve other strategic
objectives.
Competition
The industries in which Prodigy operates are highly competitive. The Company faces strong competition from
other companies in the industry. Many of these companies have greater financial resources, operational
experience and technical capabilities than Prodigy. As a result of this competition, the Company may be unable
to maintain its operations or develop them as currently proposed, on terms it considers acceptable or at all.
Consequently, the revenues, operations and financial condition of the Company could be materially adversely
affected.
To remain competitive, the Company will require a continued high level of investment in research and
development, marketing, sales and client support. The Company may not have sufficient resources to maintain
research and development, marketing, sales and client support efforts on a competitive basis.
Key Executives
Prodigy is dependent on the services of key executives, including its directors and has a small number of highly
skilled and experienced executives and personnel. Due to the relatively small size of Prodigy, the loss of these
persons or either company's inability to attract and retain additional highly skilled employees may adversely affect
its business and future operations.
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Prodigy operates in an industry with the risk of intellectual property litigation. Claims of infringement against it
may hurt its business
Prodigy’s success depends, in part, upon non-infringement of intellectual property rights owned by others and
being able to resolve claims of intellectual property infringement without major financial expenditures or adverse
consequences. Participants that own, or claim to own, intellectual property may aggressively assert their rights.
From time to time, Prodigy may be subject to legal proceedings and claims relating to the intellectual property
rights of others.
Future litigation may be necessary to defend Prodigy or its clients by determining the scope, enforceability, and
validity of third-party proprietary rights or to establish its proprietary rights. Some competitors have substantially
greater resources and are able to sustain the costs of complex intellectual property litigation to a greater degree
and for longer periods of time. Regardless of whether claims that Prodigy are infringing patents or other
intellectual property rights have any merit, these claims are time-consuming and costly to evaluate and defend
and could:
•
•
•
•
•
•

adversely affect relationships with future clients;
cause delays or stoppages in providing products or services;
divert management's attention and resources;
require technology changes to its products that would cause Prodigy to incur substantial cost;
subject Prodigy to significant liabilities; and
require Prodigy to cease some or all of its activities.

In addition to liability for monetary damages, which may be tripled and may include attorneys' fees, or, in some
circumstances, damages against clients, Prodigy may be prohibited from developing, commercializing, or
continuing to provide some or all of its products unless it obtains licenses from, and pays royalties to, the holders
of the patents or other intellectual property rights, which may not be available on commercially favorable terms,
or at all.
Management of growth
Prodigy may be subject to growth-related risks including capacity constraints and pressure on its internal systems
and controls. The ability of Prodigy to manage 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 Prodigy to deal with this growth may have a material adverse effect on Prodigy's business, financial condition,
results of operations and prospects.
Internal Controls and Procedures
Management of the Company has established processes to provide them with sufficient knowledge to support
representations that they have exercised reasonable diligence to ensure that (i) the financial statements of the
Company do not contain any untrue statement of material fact or omit to state a material fact required to be stated
or that is necessary to make a statement not misleading in light of the circumstances under which it is made, as
of the date of and for the periods presented thereby, and (ii) the financial statements of the Company fairly
present in all material respects the financial condition, results of operations and cash flow of the Company, as of
the date of and for the periods presented. However, as a venture issuer, the certifying officers of the Company
filing such financial statements do not make any representations relating to the establishment and maintenance
of:
●

●

controls and other procedures designed to provide reasonable assurance that information
required to be disclosed by the Company in its annual filings, interim filings or other reports filed
or submitted under securities legislation is recorded, processed, summarized and reported
within the time periods specified in securities legislation; and
a process to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposes in accordance with the Company’s
accounting principles.

The Company’s certifying officers are responsible for ensuring that processes are in place to provide them with
sufficient knowledge to support the representations they are making in the certificate. Investors should be aware
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that inherent limitations on the ability of certifying officers of a venture issuer to design and implement on a cost
effective basis disclosure controls and procedures, and internal controls over financial reporting, may result in
additional risks to the quality, reliability, transparency and timeliness of interim and annual filings and other reports
provided under securities legislation.
Lack of Trading
The lack of trading volume of the Company's shares reduces the liquidity of an investment in the Company's
shares.
Volatility of Share Price
Market prices for shares of TSXV companies are often volatile. Factors such as announcements of financial
results, and other factors could have a significant effect on the price of the Company's shares.
Additional Information
Additional information about the Company can be found on the Sedar website at www.sedar.com.
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