Plurilock Security Inc.
March 31, 2022
Page 1

Plurilock Security Inc.
Management’s Discussion and Analysis
For the three months ended March 31, 2022

Introduction

This management’s discussion and analysis ("MD&A") for Plurilock Security Inc. (“Plurilock” or the
“Company” or “"PSI") should be read in conjunction with the Company’s unaudited condensed interim
consolidated financial statements as at and for the three months ended March 31, 2022 and 2021 which
have been prepared in accordance with International Accounting Standard 34 - Interim Financial Reporting
(“IAS 34") using accounting policies consistent with International Financial Reporting Standards ("IFRS")
(“interim financial statements”) - see note 2 of the March 31, 2022 condensed interim consolidated
financial statements for further information. As such, the interim financial statements do not contain all the
disclosures required by IFRS for annual financial statements and should be read in conjunction with the
Company’s audited consolidated financial statements for the years ended December 31, 2021 and 2020
(“consolidated financial statements”). Except as otherwise indicated or where the context so requires,
references to “Plurilock” or the “Company” include Plurilock and its subsidiaries. All dollar figures stated
herein are expressed in Canadian dollars ($ or Cdn$), unless otherwise specified.

The Company Background

Plurilock was incorporated under the BC Business Corporations Act on July 5, 2018. The Company’s head
office and principal place of business is located at 1021 West Hastings Street, MNP Tower, 9th Floor,
Vancouver, BC, V6E 0C3, Canada.

The Company’s common shares trade on the TSX-V as a Tier 1 technology issuer under the ticker symbol
“TSX-V: PLUR"” and on the OTCQB under the ticker symbol "OTCQB: PLCKF”.

Plurilock is an identity-centric cybersecurity company offering IT and cybersecurity solutions through its
Solutions Division, paired with proprietary Al-driven and cloud-friendly security products through its
Technology Division.

As at the condensed interim consolidated financial statement March 31, 2022 date, Plurilock had two wholly
owned subsidiaries - Plurilock Security Solutions Inc. ("PL"”) and Integra Network Corporation ("INC”). PL
was formed following the amalgamation of PL and 1243540 B.C. Ltd. on September 17, 2020 pursuant to a
Qualifying Transaction ("QT”). INC was acquired on March 4, 2022. PL in turn has one wholly owned
subsidiary, Plurilock Security Corp. ("PLUS”). PLUS was incorporated on November 15, 2017 in the State of
Delaware, USA. On March 31, 2021, PLUS acquired Aurora Systems Consulting Inc. ("ASC"), a provider of
advanced cybersecurity technology and services based in the State of California, USA. PLUS acquired all of
the outstanding securities of ASC. On July 22, 2021, Plurilock incorporated an Indian subsidiary, Plurilock
Security Private Limited ("PSP"). PSP is owned 99.9% by PSI and 0.01% by PL.

Plurilock operates two business divisions, the Technology Division and the Solutions Division. The Technology
Division, operates under the legacy Plurilock brand, builds and operates Plurilock’s own proprietary products.
The Technology Division is operated by PSI, PL, PLUS and PSP. The Solutions Division offers services and
resells cybersecurity industry products and technologies to meet customer needs. The Solutions Division is
operated by ASC and INC.

The date of this MD&A is May 27, 2022, the date on which it was approved by the Board of Directors.

Forward-looking statements

Certain statements in this MD&A constitute forward-looking statements within the meaning of applicable
securities laws. Forward-looking statements include, but are not limited to, the Company’s goals, expected
costs, objectives, growth strategies, merger and acquisition program and similar statements concerning
anticipated future events, results, circumstances, performance or expectations that are not historical facts.
Forward-looking statements generally can be identified by the use of forward-looking terminology such as
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“outlook”, “objective”, "may”, “will”, “expect”, “intend”, “estimate”, “anticipate”, "believe”, “should”, “"plans
or "“continue”, or similar expressions suggesting future outcomes or events. Such forward-looking
statements reflect management's current beliefs and are based on information currently available to
management.

”

Forward-looking statements involve risks and uncertainties that could cause actual results to differ materially
from those contemplated by such statements. Factors that could cause such differences include the highly
competitive nature of the Company'’s industry, government regulation and funding and other such risk
factors described herein and in other disclosure documents filed by the Company with Canadian securities
regulatory agencies and commissions. This list is not exhaustive of the factors that may impact the
Company's forward-looking statements. These and other factors should be considered carefully, and readers
should not place undue reliance on the Company's forward-looking statements. As a result of the foregoing
and other factors, no assurance can be given as to any such future results, levels of activity or achievements
and neither the Company nor any other person assumes responsibility for the accuracy and completeness
of these forward-looking statements. The factors underlying current expectations are dynamic and subject
to change.

Although the forward-looking statements contained in this MD&A are based upon what management believes
are reasonable assumptions, there can be no assurance that actual results will be consistent with these
forward-looking statements. All forward-looking statements in this MD&A are qualified by these cautionary
statements. Other than specifically required by applicable laws, we are under no obligation and we expressly
disclaim any such obligation to update or alter the forward-looking statements whether as a result of new
information, future events or otherwise except as may be required by law. These forward-looking statements
are made as of the date of this MD&A.
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Selected Q1 2022 financial information

The following selected financial information for the three months ended March 31, 2022 and 2021 has been
derived from the condensed interim consolidated financial statements and should be read in conjunction
with those financial statements and related notes. Non-IFRS measures are defined below.

Three months ended March 31,

2022 2021
$ $
Revenue'” 6,953,052 75,761
Hardware and systems sales 6,495,896 -
Software, license and maintenance sales 429,456 67,756
Professional services 27,700 8,005
Gross margin (%) 6.6% 88.3%
Net loss for the period (2,379,136) (1,574,758)
Basic and diluted loss per share - for the period (0.03) (0.03)
EBITDA?® (2,219,716) (1,545,900)
Reconciliation of EBITDA:
Net loss for the period (2,379,136) (1,574,758)
Foreign exchange translation loss 103,269 20,690
Amortization 41,377 7,944
Interest expenses 14,774 224
Adjusted EBITDA? (1,886,015) (1,029,785)
Reconciliation of adjusted EBITDA:
EBITDA (2,219,716) (1,545,900)
Stock-based compensation 251,349 258,944
Listing expenses = 1,911
Financing expenses o 7,752
Acquisition-related expenses 82,352 247,508
March 31, December 31,
2022 2021
$ $
Cash & cash equivalents 5,997,613 9,468,104
Total current assets 11,253,203 16,928,630
Total assets 13,891,897 18,481,498
Total current liabilities 8,490,924 11,325,750
Total liabilities 8,788,599 11,551,699
Weighted average common shares outstanding (millions) 69.9 50.9

Note:

(1) Revenue for the three months ended March 31, 2022, includes revenue from both the Technology Division and the
Solutions Division since April 1, 2021 post ASC acquisition on March 31, 2021 and INC acquisition on March 4, 2022.
Revenue for the three months ended March 31, 2021 only includes revenue from the Technology Division.

(2) Non-GAAP measure. Earnings before interest, taxes, depreciation and amortization ("EBITDA”) and Adjusted EBITDA
should not be construed as alternatives to net income/loss determined in accordance with IFRS. EBITDA and Adjusted
EBITDA do not have any standardized meaning under IFRS and therefore may not be comparable to similar measures
presented by other issuers. The Company defines EBITDA as earnings before interest, taxes, and amortization.
Adjusted EBITDA is defined as EBITDA before stock-based compensation, listing, financing and acquisition related
expenses. The Company believes that EBITDA and Adjusted EBITDA is a meaningful financial metric for investors as
it adjusts income to reflect amounts which the Company can use to fund working capital requirements, service future
interest and principal debt repayments and fund future growth initiatives.
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Q1 2022 Financial Highlights

Total revenue for the three months ended March 31, 2022 was $6,953,052 as compared to $75,761 for
the three months ended March 31, 2021. The increase in total revenue was primarily due to the Solutions
Division revenue generated from ASC for the three months ended March 31, 2022 and from INC since
March 4, 2022 to March 31, 2022.

Hardware and systems sales revenue for the three months ended March 31, 2022 totalled $6,495,896.
No hardware and systems sales revenue was recorded in the prior year for the same period. Software,
license and maintenance sales revenue for the three months ended March 31, 2022 was $429,456
compared to $67,756 in the prior year for the same period. Professional services revenue was $27,700
for the three months ended March 31, 2022 compared to $8,005 in the prior year for the same period.

Hardware and systems sales revenues for the three months ended March 31, 2022 accounted for 93.4%
of total revenues compared to nil % for the three months ended March 31, 2021. Software, license and
maintenance sales revenues for the three months ended March 31, 2022 accounted for 6.2% compared
to 89.4% for the three months ended March 31, 2021. Professional services revenue for the three
months ended March 31, 2022 accounted for 0.4% of total revenues, compared to 10.6% for the three
months ended March 31, 2021.

Gross margin for the three months ended March 31, 2022 was 6.6% compared to 88.3% in the prior
year for the same period.

Adjusted EBITDA for the three months ended March 31, 2022 was $(1,886,015) compared to
$(1,029,785) in the prior year for the same period.

Cash & cash equivalents on March 31, 2022 was $5,997,613 compared to $9,468,104 on December 31,
2021.

During the three months ended March 31, 2022, the Company used $4,501,599 of cash from operating
activities compared to $1,158,455 in the prior year for the same period.

Q1 2022 Operational Highlights

e OnJanuary 12, 2022, in connection with the online marketing services provided by AGORA Internet
Relations Corp. ("AGORA"), the Company issued 53,809 common shares at a deemed price of $0.42
per share to AGORA as the first installment payment of $20,000 plus applicable taxes.

¢ On March 4, 2022, Plurilock acquired all the issued and outstanding shares of INC, a leading
Canadian enterprise IT and cybersecurity solutions provider located in Ontario, Canada. Pursuant
to the terms of the Share Purchase Agreement, the total consideration payable by the Company to
the Vendor is $1,690,996 as follows: (i) $1,090,996 in cash; and (ii) 476,190 common shares of
Plurilock, issuable at closing (the "INC Consideration Shares”) at $0.42 per Consideration Share,
for a total value of $200,000 in Consideration Shares. $75,000 in cash and 178,571 INC
Consideration Shares have been placed in escrow for 12 months to satisfy any indemnification
obligations to the Company. Further, the Share Purchase Agreement includes future based
performance-based earnout provisions, whereby up to $400,000 in common shares of Plurilock (the
"INC Earnout Shares") may be issued to the Vendor. The INC Earnout Shares will be issued at a
deemed price equal to the closing trading price of the common shares of Plurilock on the TSXV on
the date prior to announcement of the issuance of the INC Earnout Shares. The INC Consideration
Shares are subject to certain contractual restrictions on trading for a period of 36 months from the
date of issuance. On March 7, 2022, the Company issued 42,647 common shares (the “INC
Consulting Fee Shares”) at a deemed price of $0.34 to a strategic consultant (the “INC
Consultant”) of the Company for services provided by the INC Consultant to the Company in
connection with the INC acquisition. The INC Consulting Fee Shares were issued pursuant to a
consulting agreement dated August 1, 2020 between the Company and the INC Consultant. The INC
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Consulting Fee Shares are subject to a statutory hold period of four months plus a day from the date
of issuance, in accordance with applicable securities law, ending July 12, 2022. At the date of the
issuance of the consolidated financial statements, the initial accounting for the business combination
is incomplete; therefore, no estimate of the financial impact of the transaction on the Company or
the goodwill and other intangible assets to be recognized on acquisition can be provided.

On March 8, 2022, the Company announced that ASC obtained a revolving line of credit from
Crestmark, the Commercial Finance division of MetaBank®, N.A. (the "Lender") for up to US$2
million (collectively, the "LOC"). The proceeds of the LOC will be used by ASC for working capital
purposes. The LOC is secured against all current and future assets of the Company and its
subsidiaries, PL., PLUS, and ASC.

On March 15, 2022, the SBA announced that the COVID EIDL Loan installment payment start date
was further deferred to thirty months from the COVID EIDL Loan date (“Second Revised Installment
Start Due Date”). The Second Revised Installment Start Due Date is how December 9, 2022.

On March 17, 2022, Plurilock announced the appointment of Brandon Swafford to the it's Advisory
Board.

On March 22, 2022, Plurilock announced the appointment of Tucker Zengerle as its Chief Operating
Officer.

On March 24, 2022, the Company granted 624,000 stock options to certain directors, officers and
employees at an exercise price of $0.37 under the Plurilock Plan.

On March 28, 2022, the Company announced that it had submitted a non-provisional patent
application with the USTPO for a multi-device user identity confirmation technology enhancement.

Company

Overview

Plurilock is an identity-centric cybersecurity solutions provider to businesses.

Cybersecurity has become an identity-driven discipline, and identity-driven solutions are needed to combat
today’s pressing threats, comply with regulation, and ensure the safety of contemporary business
environments. Plurilock’s vision is to meet this need by delivering solutions that combine next-generation
identity technologies with best-of-breed cybersecurity tools, all delivered with a customer-obsessed focus.

PSI is headquartered in Vancouver, B.C., Canada with sales offices in Canada, U.S.A and India. The
Company'’s website is www.plurilock.com.

PSI has the following material, directly or indirectly, wholly owned subsidiaries:

1.

2
3
4,
5

PL, a company incorporated under the laws of British Columbia, Canada;

PLUS, a company incorporated under the laws of the State of Delaware, U.S.A.;
ASC, a company incorporated under the laws of the State of California, U.S.A.;
PSP, a company incorporated under the laws of India; and

INC, a company incorporated under the laws of Ontario, Canada.
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Effective March 31, 2021, Plurilock started operating two business divisions, the Technology Division and
the Solutions Division. The Technology Division, operates under the legacy Plurilock brand, builds and
operates Plurilock’s own proprietary products. The Technology Division is operated by PSI, PL, PLUS and
PSP. The Solutions Division offers services and resells cybersecurity industry products and technologies to
meet customer needs. The Solutions Division is operated by ASC and INC.

Technology Division

At Plurilock’s heart is the ability to recognize individuals and verify identities using cutting-edge behavioral
biometric signatures, each generated by applying machine learning in the background to personal behavioral
and input patterns, physical location, and other contextual data, as users do their normal work. Plurilock
joins this capability to industry-leading products and services in powerful solutions that secure the systems
and attack surfaces that are of greatest cybersecurity concern in today’s enterprises—all without requiring
new user training, authentication steps, security hardware, or helpdesk support.

Solutions Division

ASC and INC support clients’ business-critical applications with a deeply consultative approach to
cybersecurity, combining partner-provided solutions with in-house security services to help clients address
the complex challenges of cybersecurity. ASC and INC sell both hardware and packaged software and offers
both expert professional services and long-term managed services capabilities.

Principal Products and Services

Technology Division

Plurilock’s Technology Division offers a core, multiple-patent-protected technology that confirms user
identity without passwords, numeric MFA codes, fingerprints, or other common identity confirmation
technologies. This enables robust control of access to key systems and data resources while eliminating
obstacles that hamper adoption of other security tools. It does this by:

e observing user keyboard behavior, pointer behavior, physical location, machine identity, network
context, and other factors on an ongoing basis and in real time,

e analyzing this data using machine learning techniques to generate a unique and evolving identity
signature for each distinct user as work happens, and

e leveraging this identity signature to grant or deny access as appropriate, every few seconds
throughout the workday, without additional user or administrator steps.

This core capability is incorporated directly into the Technology Division’s two branded products:

e Plurilock DEFEND, an enterprise continuous authentication platform that confirms user identity or
alerts security teams to detected intrusions in real time, as regular work is carried out, without
otherwise inconveniencing or interrupting users; and

e Plurilock ADAPT, a standards-based login multi-factor authentication (*"MFA") platform that provides
added login security without relying on fingerprint scans, SMS codes, authenticator apps, hardware
tokens, or other intrusive legacy MFA requirements.

Solutions Division

Plurilock’s Solutions Division provides an extensive line of best-of-breed, Tier-1 IT and cybersecurity
technologies, services and products covering each of the major service areas and risk areas in cybersecurity
along with enterprise service provisions to manage these product deployments and their integration and
operation.

The combination of the Technology Division’s next-generation technology offerings and the Solutions
Division’s stable of cybersecurity capabilities enables the creation of enterprise-reading, single-provider
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solutions that cover traditional, organization-wide cybersecurity requirements while also providing cutting-
edge capabilities to address emerging threats.

Operations

Plurilock’s sales cycles are relatively long, seasonal and unpredictable as a result of the Company’s focus on
larger enterprise and government sales and the current vendor hardware supply chain bottlenecks resulting
from a post-pandemic spike in demand converging with industrial production struggling to catch up after
lengthy Covid-induced shutdowns. As a result, sales may be delayed resulting in fluctuations in sales and
cash flow in quarters during which large sales are completed. Plurilock does not anticipate any effects on
major aspects of the business over the next 12 months resulting from termination or renegotiation of
contracts.

Plurilock’s employees have deeply rooted domain knowledge of the regional and global cybersecurity
industry, which provides a competitive advantage through its specialized software architecting and
development skills and its sales, training and support capabilities. As of the date hereof, Plurilock has 56 full
and part-time employees.

Sales, support, and information technology software development offices are located and managed at
Plurilock’s two division offices. Plurilock will add regional sales offices as required and will continue to rely
on securing channel partners in markets where Plurilock does not maintain a sales force. These partners in
local markets conduct in-person sales, support, and account relations activity in close collaboration with
Plurilock to ensure client satisfaction and retention.

Plurilock develops its products using employed software developers, as well as retaining specialized sub-
contractors on a case-by-case basis. The Company holds several patents, related to our core intellectual
property and is actively filing for additional patents. Plurilock technologies and services depend on a variety
of “open source” software tools, applications, and libraries. The continued availability of these tools,
applications, and libraries under appropriate commercially compatible licences is important to the segment.

Plurilock's most important intangible assets are its intellectual property, maintained as a body of trade
secrets in the form computer code, and the practical knowledge and experience of behavioural biometrics
methods and approaches gained through operational experimentation.

Markets

Plurilock is directly focused on business-to-business (*"B2B”) sales in the North American market, particularly
the United States and Canada, where there are some 65 million white-collar employees.! In particular,
outbound sales efforts for both divisions target three markets in North America aggressively:

1. Federal government sales. Plurilock has multiple existing contracts with the U.S. federal
government agencies and maintains a number of procurement vehicles, including a NASA Solutions
for Enterprise-Wide Procurement contract, a Government-Wide Acquisition Contract, and a General
Services Administration STARS-II contract to enable the conduct of business with US Federal
agencies such as the US Department of Defense, US Air Force, and US Department of the Navy.

2. State, local, and education ("SLED") sales. Plurilock maintains procurement vehicles, expertise,
and existing relationships to sell to public sector and critical infrastructure organizations below the
federal level, representing an expanding area of aggressive focus. Available procurement vehicles
include multiple California Multiple Awards Schedule ("CMAS") contracts, with recently closed SLED
business that includes the California State Teachers’ Retirement System and the California
Department of Motor Vehicles.

3. Commercial entity sales. Key verticals in the commercial market space are marked by significant

! Kaiser Family Foundation, www.kff.org/other/state-indicator/blue-and-white-collar-
workers/?dataView=1&currentTimeframe=0&sortModel=%7B%22colld%22%3A%22Location%22%2C%22s0rt%22%3A%22asc%22%7D
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cyber-threat pressure and/or significant regulatory compliance requirements with regard to
cybersecurity, data safety, and privacy. Plurilock sells to commercial entities facing either of these
realities.

Go to Market

Plurilock is highly focused on B2B sales and goes to market by identifying prospects in federal government
and SLED verticals, and regulated commercial organizations that:

e Face significant IT & cybersecurity risks and requirements;

e Face significant regulatory and compliance pressure to address such cybersecurity risks and
liabilities; and

e Demonstrate or show evidence of budgetary allocations to enable such purchases.
Sales Strategy

Plurilock pursues these clients with a “land and expand” sales model that combines the resale of third-party
products with upselling/cross-sales of high-margin services and Plurilock’s own high-margin recurring
revenue products. Any initial sale forms the basis of a business relationship that enables subsequent, more
lucrative sales.

Plurilock’s sales process relies on an organic force of specialized B2B sales representatives, a well-considered
sales strategy, and extensive support from marketing teams, infrastructure, and initiatives:

e Sales representatives retain and grow their customer base by maintaining close, meaningful
relationships with their clients, partners, and team members. This direct engagement generates on-
the-ground expertise that enables effective prioritization and decision-making, producing high rates
of customer satisfaction.

e Partnerships are signed, maintained, and promoted with pride and similarly close contact, enabling
relationship priority in pricing, knowledge distribution, and other kinds of access. Marketing of these
partnerships prioritizes brand consistency and leveraging partner relationships to enable thought
leadership when engaging key decision-makers.

e« In addition to its force of B2B sales representatives, Plurilock may in the future add touchless self-
service purchasing options operated through its corporate website, with self-service options serving
as supplements to, rather than replacements for, expert B2B sales labor.

Marketing expenses, excluding employee labor costs, are currently centered heavily on software,
infrastructure, and advertising expenses including inbound sales such as website & other advertising
platforms; outbound direct sales and event-driven sales.

Growth Strategy

Plurilock employs a multi-pronged strategy to ensure continued rapid growth:

¢ Organic acquisition of new customers through referrals. Plurilock retains existing customers
by maintaining deep engagement, including in-person sales and engineering team visits to develop
and refine security strategy and client relationships. These positive relationships, combined with
product line breadth, enable increased customer base penetration and expansion to adjacent
markets through references and organic word-of-mouth marketing.

¢ Channel partners to accelerate awareness. In regions without a direct Plurilock presence,
Plurilock employs channel partners to drive awareness and empowers these channel partners with
regular close interaction and a deep library of marketing and sales collateral.
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e Strategic acquisition of synergistic companies. Plurilock continues to pursue strategic
acquisitions that enhance its go-to-market and sales capabilities. The acquisition of Aurora, which
provided Plurilock with an already extremely successful sales organization and extensive stable of
best-of-breed cybersecurity products to enable comprehensive solutions provision and cross-sale
capabilities, is broadly representative of Plurilock’s strategy to:

o enable the provision of the more comprehensive, single-provider solution set for which the
market is increasingly calling, and

o add complementary capabilities that accelerate adoption and sales of core Plurilock
technologies and the integration of these technologies into delivered solutions.

Future acquisitions may include, but are not limited to, those that add new capabilities in cloud and
remote work security, capabilities in managed and professional services provision, and core
technologies or intellectual property able to further enhance the utility and differentiation of core
Plurilock products and technologies.

Acquisition Strategy

Plurilock’s growth strategy also includes completing strategic acquisitions. In assessing the suitability of
potential acquisition targets ("PAT"), Plurilock considers numerous operational and strategic factors as they
relate to Plurilock which may include, amongst others, the following: enhanced, additional and diversified
product offerings and customer lists; strong brands and intellectual property; additional sales channel and
partnerships; new revenue streams in adjacent market segments; and accretive revenue and costs
synergies.

To date, Plurilock has completed two such acquisitions, that being ASC and INC. As well, the Company
announced on October 21, 2021 that it had entered into Agreements with CC, a leading cloud security
provider based in India. Closing of the CC Agreements is currently awaiting India regulatory approval.
Further, on May 4, 2022, that Company announced that on April 4, 2022, ASC entered into a non-binding
letter of intent to acquire all net assets from a regional USA-based IT & cybersecurity company (the “Asset
Acquisition”). Closing of the Asset Acquisition is subject to the negotiation and entering into of a definitive
agreement, the receipt of all applicable approval (including the TSX Venture Exchange) and the satisfaction
or waiver of all closing conditions (see Subsequent Events note).

There is significant competition for PATs due to the dynamic nature of the security industry. Valuations for
PATs are at an all-time market high and Plurilock may need to pay a premium to acquire desirable PATs. In
North America, there are several hundred companies that fit the PAT profile identified by Plurilock, but some
many have not achieved the revenue scale, or product-market-fit to make them accretive to Plurilock’s core
business.

Plurilock’s acquisition model is expected to include paying for acquisitions with a combination of cash, shares,
and earn-out payments. Acquisitions may also be structured to accommodate the continued involvement for
the vendor and the retention of individuals key to the success and viability of the acquired firm. The structure
of Plurilock’s acquisitions, including the proportion of cash, shares, and earn-out payments/debt as
consideration are subject to deal specific factors including business, legal, and tax advice, and are reviewed
and approved by the Board.

Plurilock does not necessarily envision integrating newly acquired businesses under one common corporate
brand. Instead, Plurilock’s strategy may include maintaining the value created by the vendor by retaining
the identity, specialization, and other success factors of the target firm within its local market. Each PAT will
be reviewed and negotiated separately.
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Overall performance and discussion of operations

COVID-19 Impact on Operations and Financial Position

In March 2020, the World Health Organization declared the coronavirus (specifically identified as “COVID-
19”) a global pandemic. COVID-19 has had a limited impact on the Company’s operations. All employees
have switched to working remotely during this time. The Company has resources available to fulfill its
customers’ deliverables. The Company does not expect that the impact of COVID-19 will materially affect
its business and financial results. The Company believes its response plan represents its positive contribution
to the society and the business community.

Revenue

Effective March 31, 2021, Plurilock started operating two business divisions, the Technology Division and
the Solutions Division. The Technology Division, operates under the legacy Plurilock brand, builds and sells
Plurilock’s own proprietary products. The Technology Division is operated by PSI, PL, PLUS, and PSP. The
Solutions Division is separately operated and offers services and resells cybersecurity industry products and
technologies to meet customer needs. The Solutions Division is operated by ASC and INC.

Revenue is generated from the below three sources under both the Technology Division and the Solutions
Division:
1. Hardware and systems sales

a. Hardware and systems sales revenue is comprised of products that proactively prevent,
secure and manage advanced cybersecurity threats and malware for customers.

2. Software, license and maintenance sales

a. Software, license and maintenance sales revenues are comprised of fees that provide
customers with access to propriety and third-party software licenses and related support
and updates during the term of the customer agreements.

3. Professional Services

a. Professional Services are generally on either a fixed fee, milestone based, time & material
or subscription basis. These services are generally distinct from other goods or services that
the Company might provide to the same customer under the same or separate contracts.

The following table shows the details of revenues from operations for the three months ended March 31,
2022 and 2021:

For the three months ended March 31,

Increase/

2022 2021 -Decrease
$ % $ % %
Hardware and systems sales 6,495,896 93.4% - 0% n/a
Software, license and maintenance sales 429,456 6.2% 67,756 89.4% 533.8%
Professional services 27,700 0.4% 8,005 10.6% 246.0%

Total revenue 6,953,052 100% 75,761 100% 9077.6%
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Total revenue for the three months ended March 31, 2022 was $6,953,052 compared to $75,761 during the
same period in the prior fiscal year. The increase in revenue is primarily due to revenue generated from the
ASC acquisition on March 31, 2021 and INC acquisition on March 4, 2022.

Hardware and systems sales revenues for the three months ended March 31, 2022 totaled $6,495,896
compared to nil during the same period in the prior year. Software, license and maintenance sales revenues
for the three months ended March 31, 2022 were $429,456 compared to $67,756 during the same period
in the prior year. Professional services revenues were $27,700 for the three months ended March 31, 2022
compared to $8,005 during the same period in the prior year.

Hardware and systems sales revenues for the three months ended March 31, 2022 accounted for 93.4% of
total revenues compared to nil % during the same period in the prior year. Software, license and
maintenance sales revenues for the three months ended March 31, 2022 accounted for 6.2% of total
revenues compared to 89.4% during the same period in the prior year. Professional services revenues for
the three months ended March 31, 2022 accounted for 0.4% of total revenues compared to 10.6% during
the same period in the prior year.

The Company continues to focus its growth strategy on increasing its three revenues streams, organically
and through acquisitions.
Gross Profit and Gross Margin

The following table summarizes gross profit and gross margin from operations for the three months ended
March 31, 2022 and 2021:

For the three months ended March 31,

2022 2021
$ $

Revenue 6,953,052 75,761
Cost of sales (6,491,950) (8,889)
Gross profit 461,102 66,872
Gross profit (%) 6.6% 88.3%

Gross profit depends on the product mix and costs of sales for the reporting periods. Cost of sales include
expenses related to the procurement of hardware, software, cost of using external cloud-based server
providers, project management effort, customer support staff and third-party subcontractors.

Gross profit as a percentage of revenue for the three months ended March 31, 2022, decreased to 6.6%
versus 88.3% during the same period in the prior year. The change in the gross profit percentage is primarily
a result of the Solutions Division, whose gross margin is lower than the Technology Division due to different
pricing strategies and direct cost structures.
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Research and Development Expenses ("R&D")

The following table is a breakdown of the Company’s R&D related expenses for the three months ended
March 31, 2022 and 2021:
For the three months ended

March 31, March 31,
2022 2021
$ $
Research and development
Communication and IT services 119,028 46,101
Contractors 89,401 52,433
Government assistance - (41,228)
Office and general 870 1,091
Salaries and benefits 363,934 231,616
SRED tax credit - (277)
COS allocation (25,820) (16,064)
547,413 273,672

For the three months ended March 31, 2022, Plurilock’s R&D expenses totalled $547,413 as compared to
$273,672 during the same period in the prior year. R&D expenses primarily include salaries and benefits,
contractor fees, and communication & IT services. An increase in R&D expenses is due to the increased staff
and contractors as well as increased webhosting activities in the Technology Division. For the three months
ended March 31, 2022 the Company received $nil in government assistance from the Canadian National
Research Council ("NRC") Industrial Research Assistance Program ("IRAP”), compared to $41,288 during
the same period in the prior year.

R&D expenses may continue to increase in the future as the Company seeks to evolve and improve its
behavioral biometrics authentication platform, invest in new technology and products that will enhance the
Company'’s value proposition to customers and provide additional revenues.

Sales and Marketing expenses ('S&M”)

The following is a breakdown of the Company’s S&M related expenses for the three months ended March
31, 2022, and 2021:

For the three months ended

March 31, March 31,
2022 2021
Sales and marketing $ $
Advertising and promotion 19,005 20,112
Communication and IT services 44,178 21,480
Contractors 95,439 64,347
Marketing 37,339 14,701
Office and general 28,660 1,139
Salaries and benefits 485,243 177,862
Sales commission 76,309 4,610
Travel and entertainment 1,169 -
787,342 304,251

For the three months ended March 31, 2022, the Company’s S&M expenses totalled $787,342 compared to
$304,251 for the same period during the prior year. S&M expenses primarily include salaries and benefits,
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contractor fees as well as sales commission. The increase of S&M expenses is a result of the additional sales
staff in the Solutions Division as a result of the ASC and INC acquisition as well as increased contractors and
marketing activities in the Technology Division.

Sales & marketing expenses may continue to increase in the future as the Company seeks to execute on its
sales growth strategy with the addition of more sales & marketing staff, both organically and through
acquisitions.

General and Administrative expenses ("G&A”)

The following table is a breakdown of the Company’s G&A related expenses for the three months ended
March 31, 2022 and 2021:

For the three months ended

March 31, March 31,

2022 2021

General and administrative $ $
Amortization 41,377 7,944
Bad debt - 22,000
Communication and IT services 28,819 12,964
Contractors 91,832 53,490
Insurance 16,808 4,988
Office and general 66,535 10,657
Professional fees 156,221 149,328
Investor relations and regulatory filing 176,673 159,109
Salaries and benefits 470,498 106,172
Travel and entertainment 4,976 26
1,053,739 526,678

For the three months ended March 31, 2022, G&A expenses totalled $1,053,739 compared to $526,678 for
the same period during the prior year. G&A expenses primarily included salaries and benefits, professional
fees (audit & accounting, legal and corporate finance) and investor relations and regulatory filing fees. The
increase in G&A expenses compared to the prior year primarily relate to increased investor relations and
regulatory filing related expenses, office and general and business insurance covering multiple entities as
well as increased contractors fees and salaries and benefits as a result of the increased headcount following
the ASC and INC acquisition.

Stock-based compensation

During the three months ended March 31, 2022, the Company recognized $251,349 of stock-based
compensation expense, compared to $258,944 during the same period in the prior year.

Total stock-based compensation expense for the three months ended March 31, 2022, is comprised of the
expense related to stock options issued to related parties (as discussed in note 23 of condensed interim
consolidated financial statements) of $171,753 compared to $208,922 during the same period in prior year
and to other employees of $79,596 compared to $50,022 during the same period in prior year.

The Company issued stock options to directors, employees and consultants in Q4 2020, Q1 and Q4 2021,
and Q1 2022. The fair value of these options, as determined on the date of grant, is being recognized as an
expense according to the vesting periods of the options. See Note 17 of the March 31, 2022, condensed
interim consolidated financial statements for further information.
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Summary of Quarterly Results

March December September June March December
31, 2022 31, 2021 30, 2021 30, 2021 31, 2021 31, 2020
(Q1) (Q4) (Q3) (Q2) (Q1) (Q4)
$ $ $ $ $
Revenue 6,953,052 12,698,591 15,245,948 8,604,310 75,761 127,624
Gross Profit 461,102 1,226,615 560,136 629,194 66,872 103,478
Gross Profit % 6.6% 9.7% 3.7% 7.3% 88.3% 81.1%
Net loss for the period (2,379,136)  (1,830,534) (1,440,269) (1,431,899) (1,574,758)  (1,744,923)
Basic and diluted
loss per share (0.03) (0.03) (0.03) (0.02) (0.03) (0.06)

Liquidity and capital resources

Cash and cash equivalents

As at March 31, 2022 and December 31, 2021, the Company had $5,997,613 and $9,468,104 of cash and
cash equivalents respectively.

Operating activities

During the three months ended March 31, 2022, the Company used $4,501,599 of cash from operating
activities compared to $1,158,455 during the same period in prior year.

Investing activities

During the three months ended March 31, 2022, the Company used $846,621 of cash on investing activities,
compared to generating cash of $41,007 during the same period in prior year.

Financing activities

During the three months ended March 31, 2022, the Company generated cash of $1,867,067 from financing
activities compared to generating $5,267,626 during the same period in prior year.

Off balance sheet arrangements

As at March 31, 2022 and the date of the MD&A, the Company does not have any off-balance sheet
arrangements.
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Related party transactions

Key management personnel are those persons having authority and responsibility for planning, directing
and controlling the activities of the Company, directly or indirectly. Key management personnel include the
Company’s Board of Directors and members of the executive team.

The following table summarizes the related party transactions:

For the three months ended

March 31, March 31,

2022 2021

$ $

Salaries, benefits and consulting fees 208,328 144,357
Stock-based compensation expense* 171,753 208,922
—_— 380,081 353,279

Note:
* Reflects the amount recorded as expense in the condensed interim consolidated statement of
loss and comprehensive loss. The fair value of stock-based compensation is measured at grant
date and is recognized as an expense over the vesting period.

The Company has agreed to indemnify its board of directors and officers in accordance with the Company’s
policies. The Company maintains insurance policies that may provide coverage against certain claims.

Critical accounting estimates

The preparation of financial statements in accordance with IFRS requires management to make judgments,
estimates and assumptions that affect the application of accounting policies and the carrying amount of
assets and liabilities, and disclosures of contingent assets and liabilities as at the date of the consolidated
financial statements, and the recorded amount of revenues and expenses for the reporting period. These
estimates are changed periodically, and as adjustments become necessary, they are reported in profit or
loss in the period in which they become known.

The significant accounting policies subject to such estimates that, in the Company’s opinion, could
significantly affect the reported results or financial position, are as follows:

» Going concern considerations

The Company has financed its operating cash requirements primarily through the issuance of share capital.
The Company’s ability to realize the carrying value of its assets and to continue as a going concern is based
upon the continued support from the Company’s shareholders and the successful execution of the Company’s
strategic plan to improve the scale and profitability of its business to achieve future profitable operations. It
will be necessary for the Company to raise additional funds from time to time for the continued execution
of its strategic plan. These funds may come from sources which include the issuance of shares, the issuance
of debt or alternative sources of financing. During the three months ended March 31, 2022, the Company
obtained a Line of Credit (Note 15) totaling $1.88 million. As a result of the increase in cash and working
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capital from this financing as well as the anticipated cash flows expected to be achieved from the execution
of the Company'’s strategic plan in the next twelve months, Plurilock has concluded that there is no material
uncertainty with respect to the Company’s ability to continue as a going concern for the next twelve months.

The estimates used by Plurilock in reaching the above conclusion are based on information available as of
the date the consolidated statement of financial position was authorized for issuance and included internally
generated cash flow forecasts. Accordingly, actual results could differ from these estimates and resulting
variances may be material to management’s assessment.

» Revenue recognition, contracts with multiple performance obligations

The Company enters into contracts with its customers that may include promises to transfer multiple
subscription services and services. A performance obligation is a commitment in a contract with a customer
to transfer products or services that are distinct. Determining whether products and services are distinct
performance obligations that should be accounted for separately or combined as one unit of accounting may
require significant judgment.

The Company'’s subscription services are distinct as such services are often sold separately. In determining
whether services are distinct, the Company considers the following factors for each type of services
agreement: the availability of the services from other vendors; the nature of the services; and the timing
of when the services contract was signed in comparison to the start date of any related subscription services.

The Company allocates the transaction price to each distinct performance obligation on a relative standalone
selling price ("SSP") basis. The SSP is the price at which the Company would sell a promised product or
service separately to a customer. Judgment is required to determine the SSP for each distinct performance
obligation. In certain cases, the Company is able to establish SSP based on observable prices of products or
services sold separately in comparable circumstances to similar customers. The Company generally uses a
range of SSP when it has observable prices.

If SSP is not directly observable, for example when pricing is highly variable, the Company uses a range of
SSP. The Company determines the SSP range using information that may include market conditions or other
observable inputs. The Company may have more than one SSP for individual products and services due to
the stratification of those products and services by customer size, geography, and the other factors noted
above.

» Valuation of stock-based compensation

The Company uses the Black-Scholes model to value share options issued to directors, employees and
consultants. The model’s estimates include inputs that require management estimates and judgement, such
as volatility of the underlying equity instruments, forfeiture rate and expected life of stock options.

> Valuation of warrants issued for services

For warrants issued for services, the Company follows guidelines under IFRS 2 and uses the Black-Scholes
model to value these warrants. The model’s estimates include inputs that require management estimates
and judgement, such as volatility of the underlying equity instruments, forfeiture rate and expected life of
warrants.

» Carrying values of allowances for unrecoverable trade receivables

The Company recognizes an allowance for expected credit loss on accounts receivable that are measured at
amortized cost. The amount of expected credit loss ("ECL") is updated at each reporting date to reflect
changes in credit risk since the initial recognition of the trade and other receivables. The Company recognizes
lifetime ECL for its trade and other receivables. The expected credit losses on these financial assets are
estimated using the Company’s historical credit loss experience, adjusted for factors that are specific to the
debtors, general economic conditions, and an assessment of both the current as well as the forecast direction
of conditions at the reporting date.
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» Recoverability of tax credits

The Company also accrues tax credits through the Employee Retention Credit ("ERC") program through the
Internal Revenue Service ("IRS"”) as part of the Coronavirus Tax Relief initiatives. The recoverability of
qualified wages is based on the result of the assessment by the IRS. Management assesses the recoverable
amount of the ERC based on the IRS’ published guidance and best estimates.

» Fair value measurement and valuation processes

Some of the Company’s assets are measured at fair value for financial reporting purposes. The Company
hires external valuation professionals to determine the appropriate valuation techniques and inputs for fair
value measurements. The Company works closely with the external valuation professionals to establish the
appropriate valuation techniques and inputs to the model.

The critical judgments that the Company’s management has made in the process of applying the Company’s
accounting policies, apart from those involving estimates above, that has the most significant effect on the
amounts in the Company’s consolidated financial statements, are related to:

e Determination of the functional currency of the Company and its subsidiaries;

¢ Determination of the stand-alone selling prices for the licenses.

Financial instruments and other instruments

The Company’s financial instruments consist of cash and cash equivalents, trade and other receivables,
trade payables and accruals and government loans.

Cash and cash equivalents are classified as financial assets at amortized cost and are initially recognized at
fair value and subsequently carried at amortized cost less any impairment. Trade receivables as collaterals
for loans are classified as financial assets at FVTOCI and are initially recognized at fair value and
subsequently measured with FVTOCI. Trade and other receivables other than trade receivables as collaterals
for loans are classified as financial assets at amortized cost and are initially recognized at fair value and
subsequently carried at amortized cost less any impairment. The carrying value of these financial assets
approximates their fair value due to the relatively short period to maturity.

Trade payables and accruals and government loans are classified as financial liabilities at amortized cost and
recognized at fair value and subsequently carried at amortized cost. The carrying value of these other
financial liabilities approximates fair value due to the relatively short period to maturity.

Financial risk management

Management and monitoring of financial risks is performed by the Company’s management, which manage