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MANAGEMENT’S DISCUSSION AND ANALYSIS

  

 

The following has been prepared for the purposes of providing management’s discussion and analysis 

(“MD&A”) of the consolidated financial position and results of OverActive Media Corp. (“we” or the 

“Company”).  The following information should be read in conjunction with the Company's audited 

consolidated financial statements for the years ended December 31, 2021 and 2020 and the notes to those 

financial statements (the “Annual Financial Statements”). 

 

This MD&A is dated April 19, 2022, and was prepared with information available at that date. In this 

MD&A, references to fiscal 2021 are to the fiscal year ended December 31, 2021, and references to fiscal 

2020 are to the fiscal year ended December 31, 2020.  All dollar amounts are stated in Canadian Dollars 

unless otherwise indicated. All financial information presented in this MD&A has been prepared in 

accordance with International Financial Reporting Standards (“IFRS”) as issued by the International 

Accounting Standards Board. 

 

All dollar amounts are stated in thousands of Canadian Dollars and all figures are stated in thousands unless 

otherwise indicated.   

 

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION 

 

This MD&A contains "forward-looking information" within the meaning of applicable Canadian securities 

legislation ("forward-looking information"). Such forward-looking information involves known and 

unknown risks, uncertainties and other factors which may cause the actual results, performance or 

achievements of the Company to be materially different from any future results, performance or 

achievements expressed or implied by the forward-looking information. Readers are cautioned not to place 

undue reliance on these forward-looking statements, which speak only as of the date the statements were 

made, and readers are advised to consider such forward-looking statements in light of the risks set forth 

below and as detailed under “Risks and Uncertainties” in this MD&A. 

  

Although the Company has attempted to identify important factors that could cause actual actions, events 

or results to differ materially from those described in forward-looking information, there may be other 

factors that cause actions, events or results to differ from those anticipated, estimated or intended. Forward-

looking information contained herein is given as of the date of this MD&A and the Company disclaims any 

obligation to update any forward-looking information, whether as a result of new information, future events 

or results, except as may be required by applicable securities laws. There can be no assurance that forward-

looking information will prove to be accurate, as actual results and future events could differ materially 

from those anticipated in such statements.  Accordingly, readers should not place undue reliance on 

forward-looking information. 

 

BUSINESS OVERVIEW 

 

OverActive Media (TSXV: OAM) (OTCQB: OAMCF) is headquartered in Toronto, Ontario, with 

operations in Madrid, Spain and Berlin, Germany. OverActive’s mandate is to build an integrated global 

company delivering sports, media and entertainment products for today’s generation of fans with a focus 

on esports, videogames, content creation and distribution, culture, and live and online events. OverActive 

owns team franchises in (i) the Overwatch League, operating as the Toronto Defiant, (ii) the Call of Duty 

League, operating as the Toronto Ultra, (iii), and the League of Legends European Championship (“LEC”), 
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operating as the MAD Lions, and (iv) the Superliga, operating as the MAD Lions Madrid. OverActive also 

operates both live and online events, operating as OAM Live and maintains an active social media presence 

with its fans and community members, operates fan clubs, and other fan related activities that increase the 

reach of its brands. 

 

2021 SUMMARY 

 

MAD Lions / League of Legends 

• The first sale in the secondary market of an LEC franchise was concluded in 2021, at a reported 

price of €26.5 million ($39 million)1. This secondary sale reflects a 225% gain on OverActive’s 

purchase price of €8 million ($12 million), in December 2018.  

• MAD Lions won historic back-to-back League of Legends European Championships. 

• MAD Lions advanced to the semi-finals of the League of Legends Mid-Season Invitational, and 

the Quarter Finals of the League of Legends World Championship. 

• MAD Lions reached peak concurrent viewership of 2,293,140 at the League of Legends World 

Championship, the highest among all western teams2. 

• MAD Lions aggregated over 56 million hours watched in 2021 (excluding China and India) 

ranking as the 2nd most-watched esport team in the west and 6th in the world.3 

 

Toronto Ultra / Call of Duty League 

• In 2021, Toronto Ultra secured close to 500,000 new followers and a 454% year-over-year 

growth across its respective social channels. In just two seasons, Toronto Ultra has become the 

most followed team in the Call of Duty League on TikTok and the second most-followed team 

across all other social media channels.4 

• Toronto Ultra was named ‘Property of the Year’ at the 2021 Sponsorship Marketing Awards, a 

first for an esport property. Toronto Ultra joined other notable winners including the Toronto 

Raptors, Toronto FC, the National Hockey League and the Canadian Olympic Committee. 

• Toronto Ultra celebrated an incredibly successful season, winning Call of Duty Major II and 

appearing in the Call of Duty League Championship Grand Final, finishing 2nd. 

• The Call of Duty League set viewership records in 2021 and 2022 and Call of Duty League Major 

I in 2022 was the most-watched Call of Duty Major in history.5 

 

Toronto Defiant / Overwatch League 

• Toronto Defiant completed its best season to date in 2021, qualifying for the 2021 World 

Championship Play-in Tournament in North America.  

• Overwatch League showed year-over-year gains in regular season viewership in 2021 and hosted 

the most-watched Overwatch League Grand Finale in history.6 

• The Overwatch League is rebasing the game to Overwatch 2 for the 2022 season. Overwatch 2 is 

the highly anticipated sequel to Overwatch and will be launching an open beta on April 26, 2022. 

 
1 Team BDS acquires Schalke 04's LEC slot for €26.5 million in second-largest franchise deal in Western history - Dot 
Esports 
2 Worlds 2021 hits new peak viewership during MAD Lions' quarterfinals series against DWG KIA - Dot Esports 
3 Top 10 Esports Teams in 2021 | Esports Charts (escharts.com) 
4 Data provided by Blinkfire Analytics 
5 Call of Duty League sets new viewership record with CDL Stage 1 Major | The Loadout 
6 Overwatch League Grand Finals Match Sets New Viewership Record (forbes.com) 

https://dotesports.com/news/team-bds-acquires-schalke-04s-lec-slot-for-e26-5-million-in-second-largest-franchise-deal-in-western-history
https://dotesports.com/news/team-bds-acquires-schalke-04s-lec-slot-for-e26-5-million-in-second-largest-franchise-deal-in-western-history
https://dotesports.com/league-of-legends/news/worlds-2021-hits-new-peak-viewership-during-mad-lions-quarterfinals-series-against-dwg-kia
https://escharts.com/blog/most-watched-esports-teams-2021
https://www.blinkfire.com/landing
https://www.theloadout.com/tournaments/call-of-duty-league/major-1-viewership#:~:text=Daniel%20Tsay%2C%20general%20manager%20of,Call%20of%20Duty%20League%20history
https://www.forbes.com/sites/krisholt/2021/09/28/overwatch-league-grand-finals-match-sets-new-viewership-record/?sh=ee13ab24c55e
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OverActive Media Recent Developments 

 

Reverse takeover 

 

On July 9, 2021, the Company completed its Qualifying Transaction (as defined in TSXV Policy 2.4) 

resulting from the reverse takeover of OverActive Media Corp. by Abigail Capital Corporation. The 

Company received final TSXV approval for the transaction and the Resulting issuer became publicly traded 

on the TSXV under the ticker “OAM”. 

 

The Qualifying Transaction was executed against the terms of the Definitive Agreement as a three-cornered 

amalgamation. As part of that, Abigail Capital Corp. incorporated a direct wholly-owned subsidiary 

(“Subco”) which amalgamated with OverActive Media Corp. As consideration for the amalgamation, each 

outstanding OverActive Media Corp. common share was exchanged for one common share of Abigail 

Capital Corp., and each outstanding OverActive Media Corp. option was exchanged for one Abigail 

Replacement Option. Pursuant to the amalgamation agreement, an aggregate of 78,903 shares of the 

Resulting Issuer were issued to OverActive Media Corp. shareholders. Abigail Capital Corp. consolidated 

its common shares on a 9:1 basis and acquired all of the issued and outstanding securities of OverActive 

Media Corp., a non-reporting issuer, in exchange for securities of Abigail Capital Corp. subject to a number 

of conditions within the Definitive Agreement. Subsequent to the transaction, Abigail Capital Corp. 

renamed to OverActive Media Corp. 

 

Prior to the aforementioned Qualifying Transaction, OverActive Media Corp. amalgamated with Toronto 

Esports (Kimel Group) Inc. (“Toronto Esports”) on July 7, 2021. Toronto Esports was a holding company 

that was formed for the primary purpose of investing in OverActive Media Corp. and jointly held by the 

Kimel family board members of OverActive Media Corp. As a result of the reorganization, (i) each 

shareholder of OverActive Media Corp. other than Toronto Esports received one common share of Amalco 

(“OverActive Media Corp.”) in exchange for every common share of OverActive Media Corp. held 

immediately prior to the reorganization and (ii) the shareholders of Toronto Esports collectively received 

the same number of shares of OverActive Media Corp. held by Toronto Esports immediately prior to the 

reorganization, with the result that the same number of shares was held directly post-amalgamation in the 

resulting entity. 

 

Financings 

 

On March 26, 2021, the Company issued a total of 6,848 common shares at an offering price of $2.25 per 

common share and private placement offering basis for aggregate gross proceeds of $15,407. On April 9, 

2021, the Company completed a subsequent closing of the Non-Brokered Financing, in connection with the 

Brokered Financing by issuing an additional 645 common shares at a price of $2.25 per share for additional 

aggregate gross proceeds of $1,451. Total transaction costs incurred were $150. 

 

On March 26, 2021, the Company completed an initial closing of a brokered private placement led by the 

Company’s agents (the “Brokered Financing”) by issuing 10,119 Subscription Receipts (each a 

“Subscription Receipt”) at a price of $2.25 per Subscription Receipt (the “Issue Price”) for aggregate gross 

proceeds of $22,768. On April 9, 2021, the Company completed a subsequent closing of the Brokered 

Financing by issuing an additional 118 Subscription Receipts for additional aggregate gross proceeds of 

$266. Upon satisfaction of certain conditions, immediately prior to the closing of the transaction, each 

Subscription Receipt was automatically converted into one common share of the Company (a “Company 
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Share”) which was immediately exchanged for one common share of the post-amalgamation public entity 

(the “Resulting Issuer”), in each case without any further consideration or action by the holder thereof. 

Upon completion of the Qualifying Transaction on July 9, 2021, these proceeds were collected net of 

transaction costs of $1,529 to the Agents. An additional $1,163 in professional service fees related to the 

completion of the Qualifying Transaction were capitalized, inclusive of $586 related to the issuance of the 

Agents’ broker warrants. Total net proceeds were $20,928. 

 

Performance Venue 

 

On December 16, 2021, the Company received approval of the lease terms of the Performance Venue from 

Toronto City Council. This is the final review and approval required at the municipal level. The Company 

announced that construction of the Performance Venue is expected to be completed in 2025. To be located 

in the heart of the historic Exhibition Place, the proposed state-of-the-art theatre-style entertainment venue, 

developed by global design firm Populous, is anticipated to book 180-200 events per year, creating a new 

node within the area for diverse employment and economic activity. The venue is designed to be a 

destination at its core, driven primarily by premium music and entertainment bookings, in addition to major 

city-wide conventions, corporate events and product launches, award shows and naturally, a full slate of 

esports events increasing over time. It will also provide a home to the Company’s professional Call of Duty 

and Overwatch League franchises. The lease referred to above has not been executed. OAM expects that 

construction of the Performance Venue will be privately financed, with OAM expecting to hold a minority 

ownership interest.  There are no financial commitments or guarantees entered into at this time. 
 

COVID-19 pandemic 

 

The COVID-19 pandemic has caused significant financial market and social dislocation globally as cities 

and countries respond in various ways to address the outbreak.  Although the pandemic has created 

uncertainty during this period, videogaming trends have been positively impacted with viewership and 

player engagement generally increasing.    

 

While COVID-19 had a negative effect on revenues as a result of the cancellation of certain live events that 

were planned in Toronto, there are ongoing discussions and interest remains high for live events to resume 

once the pandemic subsides. The Company continued to produce and deliver online and virtual events. The 

Company will continue to monitor the pandemic situation and continuously assess any potential further 

impact on its operations.  It is not clear what the impact of a prolonged pandemic would be on the 

Company’s business. 

 

SUBSEQUENT EVENTS 

 

On February 9, 2022 the Company sold a portion of it’s construction in progress asset related to buildings 

to Harlo Capital, a related party. The sale of the construction in progress asset was made at book value, for 

consideration of $505.  

 

On March 21, 2022, the Company announced that Rizwan Jamal had resigned as a director. On March 22, 

2022, Stewart Johnston was appointed as a director of the Company to fill the vacancy created by Mr. 

Jamal’s resignation. 

 

On April 6, 2022 the Company received confirmation from a League Office agreeing to defer each of the 

Company’s remaining entry fee payments by 12 months.  As of the date of the amendment, the modification 

to the franchise payable decreases the current portion of payable related to franchise assets by $5,562, with 
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an offsetting increase to the long-term portion. As a result of the amendment, the contractual cash flow 

table for payable related to franchise assets table is updated as: $1,797 for less than 1 year; $13,679 for 1 

to 2 years; and $27,936 for greater than 2 years. 

 

On April 14, 2022 the Company announced its entry into the Valorant esports ecosystem. 

 

On April 19, 2022 the Company formally announced that it will cease operations of it’s CS:GO team.  

 

 

NON-IFRS FINANCIAL MEASURES 

 

This MD&A includes references to adjusted EBITDA. Adjusted EBITDA is a non-IFRS financial measure 

and is defined by the Company as net income or loss before income taxes, finance costs, depreciation and 

amortization, decrease in net present value of franchise obligations, foreign exchange gains / loss, assistance 

payments from Franchise League and government assistance, restructuring costs, reverse takeover costs, 

impairment charges and share-based compensation. We believe that adjusted EBITDA is a useful measure 

of financial performance because it provides an indication of the Company’s ability to capitalize on growth 

opportunities in a cost-effective manner, finance its ongoing operations and service its financial obligations. 

 

This non-IFRS financial measure is not an earnings or cash flow measure recognized by IFRS and does not 

have a standardized meaning prescribed by IFRS. Our method of calculating such a financial measure may 

differ from the methods used by other issuers and, accordingly, our definition of this non-IFRS financial 

measure may not be comparable to similar measures presented by other issuers.  Investors are cautioned 

that non-IFRS financial measures should not be construed as an alternative to net income determined in 

accordance with IFRS as indicators of our performance or to cash flows from operating activities as 

measures of liquidity and cash flows. 

 

A reconciliation of adjusted EBITDA to (loss)/income for the three and twelve month periods ended 

December 31, 2021 and 2020 is set out under “Reconciliation of Net Loss to Adjusted EBITDA” below. 

 

 

QUARTERLY FISCAL HIGHLIGHTS 

 

• Revenue increased to $5,317 for the three month period ended December 31, 2021, compared to 

$1,208 in December 31, 2020. 

• Net loss was $4,768 for the three month period ended December 31, 2021, compared to a net 

income for $11,187 for the three month period ended December 31, 2020. 

• Adjusted EBITDA was ($2,456) for the three month period ended December 31, 2021, compared 

to ($4,517) for the three month period ended December 31, 2020. 
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SELECTED QUARTERLY FINANCIAL INFORMATION 

 

The selected financial information below was derived from the Company’s unaudited financial statements 

for the three-months ended December 31, 2021 and 2020. 

 

 

 Three months ended 

 December 31, 2021 December 31, 2020 

(In thousands of Canadian dollars, except per share amount) $ $ 

   

Revenue $5,317 $1,208 

Operating costs 7,833  3,651  

Loss before the undernoted  (2,516)  (2,443) 

   

Depreciation  313  268  

Amortization and impairment  146  5,231  

Foreign exchange gain  (113)  (1,745)  

Decrease in net present value of franchise obligations - (26,452) 

Finance cost 1,415  1,632  

Share-based compensation 1,070  250  

Other income (60)  (89)  

   

(Loss) income before income taxes    (5,287)  18,462 

Income tax (recovery) expense   (519)  7,275  

Net (loss) income for the period   (4,768)  11,187  

Other comprehensive (loss) income:    

Foreign currency translation (530) (39) 

Change in equity investments measured at FVTOCI (2,633) - 

Comprehensive loss for the period ($7,931) $11,148 

Loss per share:   

Basic  ($0.06) $0.21 

Diluted  ($0.06) $0.20 

   

Adjusted EBITDA7 ($2,456) ($4,517) 

   

 

Revenue by segment: 

  

Team Operations  3,235       310  

Business Operations  2,082  898  

   

   

 
7 Adjusted EBITDA is a non-IFRS measure. Refer to “Non-IFRS Measures” and “Reconciliation of Net Loss to Adjusted EBITDA”. 



OverActive Media Corp. 
Management Discussion and Analysis 

For the Years Ended December 31, 2021 and 2020 

 

 

 

(Loss) income before income taxes by segment: 

Team Operations  (944)  22,417  

Business Operations (4,343)  (3,955)  

   

 

QUARTERLY RESULTS OF OPERATIONS  

 

Revenues 

 

For the three months ended December 31, 2021, revenues amounted to $5,317 as compared to $1,208 for 

the three months ended December 31, 2020, representing an increase of $4,109. 

 

Revenues for our Team Operations segment increased by $2,925 to $3,235 for the three months ended 

December 31, 2021, as compared to $310 for the same period in 2020.  The increase was primarily due to 

the timing differences in league share revenue. This was further complimented by slight increases in prize 

money won in the period. 

 

Revenues for our Business Operations segment increased by $1,184 to $2,082 for the three months ended 

December 31, 2021, as compared to $898 for the same period in 2020.  The increase was primarily due to 

higher sponsorship revenues from new sponsors signed or extended in the year and in the period including 

MNP and Goiko. 

 

 

Operating costs 

 

For the three months ended December 31, 2021, operating costs amounted to $7,833 as compared to $3,651 

for the three months ended December 31, 2020, representing an increase of $4,182. The increase in 

operating costs was primarily due to payroll subsidies received in the comparative period of $2,235 that 

offset certain corporate payroll costs. Further to this, increases in corporate payroll costs of $1,700 were 

incurred, primarily due to bonuses accrued.  

 

Adjusted EBITDA 

 

For the three months ended December 31, 2021 adjusted EBITDA amounted to ($2,456) as compared to 

($4,517) for the three months ended December 31, 2020, representing an improvement of $2,061. The 

increase is attributable to an increase in revenue of $4,109, offset by an increase of operating costs of 

$4,182. Included within operating costs in the comparative period were payroll subsidies and restructuring 

costs of $(2,235) and $72, respectively. These items were normalized out of adjusted EBITDA given their 

one-time nature, resulting in a net increase of operating costs of $2,019 in comparing adjusted EBITDA. In 

addition, there was a decrease of $29 in other income primarily attributable to player sales in the 

comparative period.  

 

Net loss  

 

For the three months ended December 31, 2021, net loss after income taxes amounted to $4,768 as 

compared to a net income after income taxes of $11,187 for the three months ended December 31, 2020,  

representing an increase in net loss of $15,955. The increase in revenue of $4,109, was offset by an increase 

of operating costs of $4,182. Thus, the decrease is attributable to an increase in non-operating costs of 

$23,676 partially offset by increases in income tax recovery of $7,794. 
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ANNUAL FISCAL HIGHLIGHTS 

 

• Revenue increased to $14,195 in fiscal 2021, compared to $8,376 in fiscal 2020. 

• Net loss for the year was $19,396 in fiscal 2021, compared to a net loss for the year of $6,261 in 

fiscal 2020. 

• Adjusted EBITDA was ($7,006) in fiscal 2021, compared to ($10,777) in fiscal 2020. 

 

 

SELECTED ANNUAL FINANCIAL INFORMATION 

 

The selected financial information below was derived from the Company’s audited financial statements for 

the years ended December 31, 2021 and 2020. 
 

 FISCAL 2021 FISCAL 2020 

 December 31, 2021 December 31, 2020 

(In thousands of Canadian dollars, except per share 

amount) 

$ $ 

   

Revenue $14,195 $8,376 

Operating costs 22,200  16,286  

Loss before the undernoted  (8,005)  (7,910) 

   

Depreciation  1,213  766  

Amortization and impairment  758  5,845  

Foreign exchange (gain) loss  (352)  285  

Decrease in net present value of franchise obligations (388) (26,776) 

Finance cost 5,103  7,940  

Share-based compensation 4,514  1,273  

Other income (999)  (307)  

Reverse takeover costs 2,756 - 

(Loss) income before income taxes    (20,610)  3,064 

Income tax (recovery) expense   (1,214)  9,325  

Net loss for the year   (19,396)  (6,261)  

Other comprehensive (loss) income:    

Foreign currency translation (2,130) 284 

Change in equity investments measured at FVTOCI (2,633) - 

Comprehensive loss for the year ($24,159) ($5,977) 

Loss per share:   

Basic  ($0.28) ($0.12) 

Diluted  ($0.28) ($0.12) 

   

Adjusted EBITDA8 ($7,006) ($10,777) 

   

 
8 Adjusted EBITDA is a non-IFRS measure. Refer to “Non-IFRS Measures” and “Reconciliation of Net Loss to Adjusted EBITDA”. 
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Total assets 135,460 115,287 

Total liabilities 53,540 54,005 

   

 

Revenue by segment: 

  

Team Operations 7,570 5,212 

Business Operations 6,625 3,164 

   

 

(Loss) income before income taxes by segment: 

  

Team Operations (7,096) 13,406 

Business Operations (13,514) (10,342) 

   

 

ANNUAL RESULTS OF OPERATIONS  

 

Revenues 

 

For the year ended December 31, 2021, revenues amounted to $14,195 as compared to $8,376 for the year 

ended December 31, 2020, representing an increase of $5,819. 

 

Revenues for our Team Operations segment increased by $2,358 to $7,570 for the year ended December 

31, 2021, as compared to $5,212 for the same period in 2020.  The increase was primarily due to higher 

league revenue share received from our franchised leagues in relation to the completion of the 2021 season.  

 

Revenues for our Business Operations segment increased by $3,461 to $6,625 for the year ended December 

31, 2021, as compared to $3,164 for the same period in 2020.  The increase was primarily due to higher 

sponsorship revenues from new sponsors signed or extended in the period including TD Bank, SEAT, 

EPOS, Crave, imagin, Red Bull, Razer, Jack Link’s, GLS, AOC and Bud Light. 

 

 

Operating costs 

 

For the year ended December 31, 2021, operating costs amounted to $22,200 as compared to $16,286 for 

the year ended December 31, 2020, representing an increase of $5,914. The increase in operating costs is 

primarily due to a decrease in payroll subsidies of $3,429 that was one-time in nature as a result of COVID-

19 in fiscal 2020. This is further supplemented by an increase in corporate payroll of $1,853, primarily 

attributable to bonuses accrued in the year.  

 

Adjusted EBITDA 

 

For the year ended December 31, 2021 adjusted EBITDA amounted to ($7,006) as compared to ($10,777) 

for the year ended December 31, 2020, representing an improvement of $3,771. The increase is attributable 

to an increase in revenue of $5,819, offset by an increase of operating costs of $5,914. Included within 

operating costs in the comparative period were payroll subsidies and restructuring costs of ($3,429) and 

$255, respectively. These items were presented separately from adjusted EBITDA given their non-recurring 

nature, resulting in a net increase of operating costs of $2,740 in comparing adjusted EBITDA. Lastly, other 

income increased by $692 primarily attributable to player contract transfers. 
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Net loss for the year after income taxes 

 

For the year ended December 31, 2021, net loss for the year after income taxes amounted to $19,396 after 

adding a non-cash income tax recovery of $1,214 from net loss before income taxes, as compared to a net 

loss for the year after income after income taxes of $6,261 for the year ended December 31, 2020 after 

deducting an income tax expense of $9,325.  

 

The decrease in net loss is a result of higher revenues of $5,819 over the prior year offset by higher operating 

costs of $5,914 over the prior year. Thus, the decrease is attributable to an increase in non-operating costs 

of $23,579 partially offset by increases in income tax recovery of $10,539.  

 

Within the increase in non-operating costs, the change is primarily attributable to a decrease of $26,388 

over the prior year, from the decrease in net present value of franchise obligations, resulting from the 

deferral (2021 & 2020) or forgiveness (2020) of certain obligations relating to the purchase of team 

franchises. Increases in stock-based compensation of $3,241 and reverse takeover costs of $2,756 further 

contributed to the overall increase in net loss. Both increases were primarily related to the Company’s go 

public event in the year. This was partially offset by lower amortization and impairment realized of $5,087, 

due to the goodwill impairment loss of $4,988 recognized in fiscal 2020 and a lower finance costs of $2,837. 

 

 

RECONCILIATION OF NET (LOSS) INCOME TO ADJUSTED EBITDA 
 

The following table presents a reconciliation of adjusted EBITDA to unaudited net (loss)/income for the 

three month period ended December 31, 2021 and 2020: 
 

 

 Three months ended 

 December 31, 2021 December 31, 2020 

(In thousands of Canadian dollars) $ $ 

Net (loss) income for the period (4,768)  11,187  

Income tax (recovery) expense (519)  7,275  

Depreciation  313             268 

Amortization and impairment  146 5,231 

Decrease in net present value of franchise obligations - (26,452) 

Finance cost 1,415 1,632 

Foreign exchange gain (113) (1,745) 

Payroll subsidies9 - (2,235) 

Share-based compensation 1,070 250 

Restructuring costs - 72 

Adjusted EBITDA (2,456)  (4,517)  

 

 

 

 
9 Adjusted EBITDA excludes the impact of assistance payments received from Franchise Leagues and the CEWS program in 2020. 
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The following table presents a reconciliation of adjusted EBITDA to net loss for the years ended December 

31, 2021 and 2020: 
 

 

 FISCAL 2021 FISCAL 2020 

 December 31, 2021 December 31, 2020 

(In thousands of Canadian dollars) $ $ 

Net loss for the year (19,396)  (6,261)  

Income tax (recovery) expense (1,214)  9,325  

Depreciation  1,213 766 

Amortization and impairment  758 5,845 

Decrease in net present value of franchise obligations (388) (26,776) 

Finance cost 5,103 7,940 

Foreign exchange (gain) loss (352) 285 

Payroll subsidies10 - (3,429) 

Share-based compensation 4,514 1,273 

Restructuring costs - 255 

Reverse takeover costs 2,756 - 

Adjusted EBITDA (7,006)  (10,777)  

 

 

SELECT UNAUDITED QUARTERLY FINANCIAL INFORMATION 

 
(In thousands of 

Canadian dollars) 
Q1 

2020 

Q2 

2020 

Q3 

2020 

Q4 

2020 

Q1 

2021 

Q2 

2021 

Q3 

2021 

Q4  

2021 

Revenue $952 $1,227 $4,989 $1,208 $1,298 $2,104 $5,476 $5,317 

Net (loss) 

income for the 

period  

(13,282) (3,037) (1,129) 11,187 (3,785) (4,425) (6,418) (4,768) 

Adjusted 

EBITDA 

(4,117) (2,561) 418 (4,517) (2,431) (1,851) (268) (2,456) 

         

(Loss) earnings 

per share: 

        

Basic ($0.25) ($0.06) ($0.02) $0.21 ($0.07) ($0.07) ($0.08) ($0.06) 

Diluted ($0.25) ($0.06) ($0.02) $0.20 ($0.07) ($0.07) ($0.08) ($0.06) 

 

 

SEASONALITY 

 

The Company’s financial results generally vary from quarter to quarter as a result of changes in general 

economic conditions and seasonal fluctuations, among other things, in each of the reportable segments. The 

majority of the Company’s revenue in the Team Operations segment is expected to be related to our 

franchises receiving a share of the revenue from the associated leagues, which is typically recognized by 

 
10 Adjusted EBITDA excludes the impact of assistance payments received from Franchise Leagues and the CEWS program in 2020. 
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the Company subsequent to the completion of the season and as amounts can become reasonably estimated 

or guaranteed by the Franchise Leagues typically in the third and fourth fiscal quarters.  Prize money is less 

predictable and the timing of such revenues would be related to the timing of tournaments, typically in the 

second and third fiscal quarters.  However, revenues related to sponsorships and partnerships, and 

merchandise are more evenly earned and recognized through the year.  Revenues related to live events and 

ticket admission sales are earned as those events are delivered. 

 

 

LIQUIDITY AND CAPITAL RESOURCES 

 

Capital management 

 

The Company’s objective in managing its capital is to ensure sufficient liquidity to finance its operations, 

maximize the preservation of capital and deliver competitive returns on invested capital. To fund its 

activities until the end of 2022, the Company will rely on the proceeds of the Financings. The Company 

manages its excess cash to ensure that it has sufficient reserves to fund its operations and capital 

expenditures. 

 

 

The Company’s liquidity and capital resources as at December 31, 2021 and 2020 were as follows: 

 

 December 31, 2021 December 31, 2020 

(In thousands of Canadian dollars) $ $ 

Cash and cash equivalents 29,577  5,585  

Total current assets 35,691  10,197  

Total current liabilities 15,903  11,890  

Working capital   19,788  (1,693) 

Total assets 135,460 115,287 

Total liabilities  53,540 54,005 

 

 

 

 

Cash flows 

 
December 31, 2021 December 31, 2020 

(In thousands of Canadian dollars) $ $ 

Cash flow used in operating activities (10,772) (4,460) 

Cash flow from financing activities 35,690 4,222 

Cash flow used in investing activities (1,110) (4,309) 

Increase (decrease) in cash and cash equivalents 23,808 (4,547) 

Cash and cash equivalents, beginning of year 5,585  10,208  

Effect of exchange rate changes on cash and cash equivalents 184 (76) 

Cash and cash equivalents, end of year 29,577  5,585  
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During the year ended December 31, 2021, the Company’s overall position of cash and cash equivalents 

increased by $23,992 excluding the effect of exchange rate changes on cash and cash equivalents. This 

increase in cash can be attributed to the following: 

 

Cash flow used in operating activities 

 

The Company’s net cash used in operating activities during the year ended December 31, 2021 was $10,772 

as compared to $4,460 for the year end December 31, 2020. The higher use of cash in 2021 is due primarily 

to increases in timing differences of non-cash working capital, driven by increases in trade and other 

receivables and decreases in contract liabilities, both due to higher Team and Business Operations revenues 

recognized in the period. 

 

Cash flow from financing activities 

 

Cash generated by financing activities during the year ended December 31, 2021 was $35,690 as compared 

to $4,222 for year ended December 31, 2020.  The increase is primarily attributable to proceeds received 

from private placements and their timing thereof in both fiscal years. This was partially offset by 

repayments on franchise asset payables. 

 

Cash flow used in investing activities 

 

Cash used in investing activities for the year ended December 31, 2021 was $1,110 as compared to $4,309 

for the year ended December 31, 2020. The lower use of cash in the current year is primarily due to the 

purchase of the B-Site Inc. investment in fiscal 2020 of $2,633 as well as cash received in the current year 

from the Company’s reverse takeover of $532. 

 

Long-term debt  

 

On April 1, 2020, OAM LEC entered into long-term loan (the “Loan”) in the amount of $812 (EUR - €517).  

80% of the loan is collateralized by the "Instituto de Crédito Oficial" ("ICO"), a Spanish government 

institution.  The purpose of the Loan is to provide support to businesses from the economic impacts of 

COVID-19.  The Loan carries a below-market interest rate of 1.504% over a term of 60 months with 

repayment terms commencing subsequent to the initial 12 month period.  As the Loan was issued at below 

market rates, a portion of the principal amount is recognized as deferred grant income and recognized over 

the term of the Loan.   

 

 

RISK MANAGEMENT 

In the normal course of business, the Company is exposed to a number of risks that can affect its operating 

performance.  Certain of these risks and the actions taken to manage them are discussed below.  

Foreign currency risk: 

The Company undertakes transactions denominated in foreign currencies; consequently, exposures to 

exchange rate fluctuations arise.  The Company does not use derivative instruments to reduce its exposure 

to foreign currency risk. 
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The Company holds cash balances denominated in U.S. dollars at December 31, 2021 of U.S. $1,578 (2020 

- U.S. $767). 

 

The Company holds cash balances denominated in euros at December 31, 2021 of EUR $420 (2020 - EUR 

- $60). 

 

During the year, the Company recognized a foreign exchange gain of $352 (2020 – loss of $285) primarily 

due to the depreciation/appreciation of the Canadian dollar relative to the U.S. dollar.  If the exchange rate 

of the Canadian dollar relative to the U.S. dollar moved by +/-5%, this would result in a $1,194 (2020 - 

$1,046) profit (loss) impact which would be recognized in the consolidated statements of net loss and 

comprehensive loss and a $1,223 (2020 - $1,204) impact to equity. 

 

The Company is also susceptible to the fluctuation of the Canadian dollar relative to the Euro.  If the 

exchange rate moved by +/-5%, this would result in a $61 (2020 - $187) profit (loss) impact which would 

be recognized in the consolidated statements of net loss and comprehensive loss and a $128 (2020 - $227) 

impact to equity.  

 

The summary quantitative data about the Company's material exposure to currency risk is as follows: 

 

 USD 

  2021 2020 

   
Cash  $        1,578   $           767  

Receivables               185               285  

Payables        (20,647)          (17,346) 

   

Net consolidated statements of financial position exposure  $    (18,884)   $     (16,294) 

 

 EUR 

  2021 2020 

   
Cash  $           420   $             60  

Receivables            1,263                566  

Payables          (2,649)            (3,536) 

   
Net consolidated statements of financial position exposure  $         (966)  $       (2,910) 
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Credit risk: 

Credit risk refers to the risk that a counterparty will default on its contractual obligations, resulting in 

financial loss to the Company.  The Company does not provide any guarantees which would expose the 

Company to credit risk. 

The credit risk on cash is limited because the counterparties are banks with high credit ratings assigned by 

international credit-rating agencies. Trade receivables consist of a significant number of customers, spread 

across diverse industries.  For the year ended December 31, 2021, two major customers, each representing 

more than 10% of consolidated revenues, in aggregate make up 19% of trade receivables as at December 

31, 2021 (68% of trade receivables as at December 31, 2020). Ongoing credit evaluation is performed on 

the financial condition of trade receivables.  The Company has not recognized an allowance for doubtful 

accounts in 2021 or 2020 based on its ongoing evaluation of the credit risk for uncollected receivables.  

At December 31, 2021, the aging of trade receivables that are as follows: 

  2021 2020 

   
Neither past due nor impaired  $        3,588   $           967  

Past due 1-30 days                83                286  

Past due 31-90 days              143                  28  

Past due > 90 days           1,092                639  

   
     $        4,906   $         1,920  

Management believes that the unimpaired amounts that are past due by more than 30 days are still 

collectible in full, based on the credit worthiness of these customers and evaluation of customer credit risk. 

 

Liquidity risk: 

Liquidity risk refers to the risk that the Company will encounter difficulty in meeting obligations associated 

with financial liabilities that are settled by delivering cash or another financial asset. 

The Company manages liquidity risk by maintaining adequate cash balances and by continuously 

monitoring forecast and actual cash flows, and by matching the maturity profiles of financial assets and 

liabilities. 

The following table provides details of the Company's remaining contractual maturity for its non-derivative 

financial liabilities with agreed repayment periods.  The table has been drawn up based on the undiscounted 

cash flows of financial liabilities based on the earliest date on which the Company can be required to pay.  
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 Carrying Contractual  Less than 1 to 2  

  amount cash flows On demand 1 year years > 2 years 

       

Trade payable and       

accrued liabilities  $       3,651  $          3,651  $                   -   $           3,651  $                   -   $                   -  

Notes payable        

 

                  
63                     63                        -                      63                        -                        -  

Payable related to       

franchise assets 

28,764 43,412 

                      -  

7,359 14,311 21,742 

Lease liabilities 

1,960 2,175 

                      -  

1,005 824 346 

Long- term debt 

633 604 

                      -  

186 186 232 

       

Total  $     35,071   $       49,905   $                   -   $         12,264  $         15,321   $       22,320  

Subsequent to year end the Company received confirmation from a League Office agreeing to defer 

payables related to franchise assets by one year. 

 

INVESTMENTS 

 

On January 22, 2020, the Company became one of six founding teams for the Flashpoint Counter Strike 

Global Offensive League via an equity investment in B-Site Inc for an aggregated consideration of 

$2,633.  The Company does not have control or significant influence over this investment. The Company 

has recognized the investment in accordance with IFRS 9, as a financial asset at fair value through other 

comprehensive income. As at December 31, 2021, the value of the investment was written down to nil 

value based on management’s expectation that it will be unable to obtain any future economic benefit 

from the investment due to operational decisions made by B-Site Inc.  

 

 

OFF BALANCE SHEET ARRANGEMENTS 

 

The Company has not entered into any off-Balance Sheet arrangements. 

 

COMMITMENTS AND CONTINGENCIES 

Commitments: 

The Company has entered into other commitments, including player service agreements, as at December 31, 

2021 as follows: 
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2022   $         7,957  

2023                 4,893  

2024                     1,657  

   

Total    $         14,507  

   

Contingencies: 

There exist certain other claims and potential claims against the Company, including certain chargebacks 

based on exceeding certain pre-defined revenue-sharing thresholds, and commodity and other tax liabilities, 

none of which is expected to have a material adverse effect on the financial position of the Company.  A 

provision is recognized if there is a probable outflow of resources and the amount can be estimated reliably. 

 

 

DIVIDEND POLICY 

 

The Company’s current policy is to retain future earnings to finance its growth. Any future determination 

to pay dividends will be made at the discretion of the Company’s Board of Directors and will depend on 

the Company’s financial condition, results of operations, capital requirements and other such factors as the 

Board of Directors may deem relevant. 

 

 

RELATED PARTIES TRANSACTIONS 

a)   Key management personnel: 

The remuneration of directors and other members identified as key management personnel during the years 

ended December 31, 2021 and 2020 was as follows: 

                2021 2020 

   
Salaries, pension and other short-term  $            2,125   $            912  

employee benefits   
Share-based compensation                2,494                 408  

   
   $            4,619   $         1,320  

   

Key management personnel comprise the Company's directors and executive officers. 

b)   Transactions with Toronto Esports: 

Toronto Esports was a holding company that was formed for the primary purpose of investing in 

OverActive Media Corp. and jointly held by the Kimel family board members of OverActive Media 

Corp. As such, Toronto Esports was considered a related party to OverActive Media Corp. 
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On July 7, 2021, prior to the completion of its Qualifying Transaction, the Company completed an 

amalgamation with Toronto Esports, with the resulting transaction giving the former shareholders of 

Toronto Esports direct ownership of the same number of shares of the Company held by Toronto 

Esports immediately prior to reorganization. $19 of net liabilities were acquired on July 7, 2021, 

resulting from the transaction. This amount was expensed, as the transaction did not qualify as a 

business combination as defined in IFRS 3; Business Combinations. 

c) Transactions with Harlo Capital: 

On December 30, 2021, the Company sold a portion of its construction in progress asset related to 

the arena initiative to Harlo Capital. Harlo Capital is an investment firm jointly held in part by Kimel 

family board members of OverActive Media Corp. As such, Harlo Capital is considered a related 

party to OverActive Media Corp.  The sale of the construction in progress asset was made at book 

value, for consideration of $442.   

 

 

STOCK-BASED COMPENSATION 

 

The purpose of the Company's stock option plan (the "Plan") is to assist the Company in attracting, retaining 

key employees, officers, directors, and consultants who will contribute to the Company's long-term success 

by providing them incentives that align their interests with those of the shareholders of the Company.  The 

Plan is administered by the Board. 

Options granted under the Plan generally vest as follows:  

• One third of the options granted vest on the anniversary of the grant date specified in the option 

agreement that is one year after the date of grant with the remaining options vesting on second and 

third anniversary of the grant date respectively.  

Options generally expire ten years following the grant date.   

A summary of the status of the Plan as at December 31, 2021 and 2020 is presented below: 

 

 2021 2020 

  Weighted  Weighted 

  average  average 

 Number of exercise Number of exercise 
  options price options price 

     
Beginning of year, options outstanding               2,926   $            1.76                 3,216   $              1.82  

Granted               3,780                 2.21                    110                   3.60  
Re-issue to former ACC holders                  111                0.90                       -                       - 
Exercised                (175)                 1.86                        -                        -  
Forfeited                (486)                 2.21                  (400)                  2.66  

         

Balance, end of year                6,156                 1.92                 2,926                   1.76  

     
Exercisable, end of year                2,768   $            1.49                 1,494   $              1.47  
          

The Company used the Black-Scholes-Merton formula to estimate the grant date fair value of options 

granted during the years based on the following inputs: 
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As at December 31, 2021, the weighted average remaining contractual life of the outstanding options is 

8.29 years (2020 - 7.95 years).  

 

In 2021, the Company recorded share-based compensation expense of $4,514 (2020 - $1,273). Included 

within share-based compensation for 2021 is $485 (2020 - $503) for services received from third parties 

in exchange for equity consideration. 

 

Unrecognized stock-based compensation expense related to stock option plans was $3,289 as at 

December 31, 2021 (December 31, 2020 - $1,365) and will be recognized in net income over the 

remainder of their respective vesting periods. 

 

In connection with the Qualifying Transaction, the Company issued warrants to it’s Agents and the previous 

Agents of Abigail Capital Corp. As at December 31, 2021, a total of 614 broker warrants at a weighted 

average exercise price of $2.25 remain outstanding and exercisable (December 31, 2020 – nil). 55 warrants 

at a weighted average exercise price of $0.90 were redeemed in the period for common shares of 90 for 

cash proceeds of $50. 

 

A summary of the Company’s warrants outstanding as at December 31, 2021 is presented below: 

 

 2021 2020 

  Weighted  Weighted 

  average  average 

 Number of exercise Number of exercise 

  warrants price warrants price 

     
Beginning of year, options outstanding                      -   $                 -                        -   $                   - 

Granted                  614                 2.25                        -                        -  

Re-issue to former ACC holders                    55                0.90                       -                       - 

Exercised                  (55)                 0.90                        -                        -  

Forfeited                      -                      -                        -                       -  

         

Balance, end of year                   614                 2.25                        -                        -  

     
Exercisable, end of year                   614   $            2.25                      -   $                   -  

          

 

In connection with the Qualifying Transaction, the Company issued 614 in warrants to its Agents. 

Expenses associated with these warrants were capitalized as share issuance costs. Each warrant is 

exercisable into one common share and expires on July 13, 2023. The Company used the Black-Scholes-

Merton formula to estimate the grant date fair value of warrants granted during the period based on the 

following inputs: 
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         2021 

       
Weighted average fair value       $              0.95  

Weighted average share price at grant date       $              2.25  

Expected volatility      110% 

Expected option life      1.00 years 

Expected dividend      0% 

Risk- free interest rate (based on government bonds)     1.55% 

           

       
 

 

OUTSTANDING SHARE DATA 

 

The Company has 80,308 Company Shares, 6,156 stock options, and 614 warrants outstanding as of the 

date of this MD&A. 

 

On July 9, 2021, the Company completed its Qualifying Transaction (as defined in TSXV Policy 2.4) 

resulting from the reverse takeover of OverActive Media Corp. by Abigail Capital Corporation. The 

Company received final TSXV approval for the transaction and the Resulting issuer became publicly traded 

on the TSXV under the ticker “OAM”. 

 

In connection with the Brokered Financing, the Company issued to the Agents a total of 614 broker 

warrants. Each broker warrant entitles the holder thereof to purchase one Company Share at a price of $2.25 

per share for a period of 24 months from the completion of the Qualifying Transaction. Subsequent to the 

Qualifying Transaction another 55 warrants were issued to Abigail Capital Corporation’s Agents, of which 

all were subsequently exercised. 

 

 

CRITICAL ESTIMATES AND JUDGEMENTS 

 

The preparation of the Financial Statements in conformity with IFRS requires management to make 

judgments, estimates and assumptions that affect the application of accounting policies and the reported 

amounts of assets and liabilities and revenue and expenses.  Actual results could differ from those estimates.  

As additional information becomes available or actual amounts are determinable, the recorded estimates 

are revised and reflected in operating results in the year in which they are determined. 

 

Significant estimates in connection with the Financial Statements include determining the stand-alone 

selling price of performance obligations and the allocation of transaction price on multiple performance 

obligation sponsorship agreements; estimated useful lives of property and equipment; estimated useful lives 

of intangible assets; amounts recorded as accrued liabilities and provisions; deferred income taxes 

provisions; goodwill; intangible assets; inputs used in the valuation of stock options granted; fair value of 

investments and estimate of lease terms. 

 

Significant judgments in connection with the Financial Statements include assessment of control of 

subsidiaries; assessment of conditions relating to the Company's ability to continue as a going concern; 

determination of operating segments; determination of functional currency; determination of the discount 
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rate used to measure the notes payable and payables related to franchise assets; and determination of the 

incremental borrowing rate used to measure lease liabilities. 

 

On March 11, 2020, the World Health Organization recognized the outbreak of COVID-19 as a pandemic 

and since then the Company has been closely monitoring related developments and the impact on the 

business.  Due to the uncertainty surrounding the duration and potential outcomes of the COVID-19 

pandemic, and the unpredictable and continuously changing impacts and related government responses, 

there is more uncertainty associated with the Company's assumptions, expectations, and estimates. 

 

The critical judgments and significant estimates in applying accounting policies that have the most 

significant effect on the amounts recognized in the Financial Statements are: 

 

i) Revenue recognition 

 

The Company generates revenue primarily by monetizing team franchise assets including sponsorship 

brand advertising, share of league earnings, prize revenue from esports tournament and competition 

winnings.  The Company also generates revenue through media and event production.  The Company 

applies the five step IFRS 15, Revenue from Contracts with Customers model in determining the 

appropriate treatment of its various sources of revenue. 

  

Revenue is recognized at an amount that reflects the expected consideration receivable in exchange for 

transferring goods or services to a customer by applying the following five steps: (i) identify the contract 

with a customer; (ii) identify the performance obligations in the contract; (iii) determine the transaction 

price; (iv) allocate the transaction price to the performance obligations in the contract; and (v) recognize 

revenue when (or as) the entity satisfies a performance obligation.  

Sponsorship revenue consists of services that are rendered in relation to the Company's delivering of 

sponsorship brand advertising.  The Company allocates the total transaction price in each arrangement to 

distinct performance obligations.  The allocation is performed using the relative standalone selling prices 

for each performance obligation.  For certain performance obligations, the Company will use established 

internal benchmarks and pricing information to estimate the standalone selling price.  Sponsorship brand 

advertising revenue is recognized over the term of the agreements and as the performance obligations are 

met.  

 

ii) Impairment of goodwill and indefinite life intangible assets: 

 

The carrying value of goodwill and indefinite life intangible assets are tested annually for impairment.  A 

CGU is the smallest identifiable group of assets that generates cash inflows that are largely independent of 

the cash inflows from other assets or groups of assets.  Goodwill and indefinite life intangible assets are 

allocated to CGU for the purpose of impairment testing based on the level at which management monitors 

them, which is not higher than an operating segment.  The allocation is made to those CGU that are expected 

to benefit from the business combination in which the goodwill arose. 

 

The recoverable amount is the higher of an asset's or CGU's fair value less costs to sell or its value in use.  

If the recoverable amount of an asset or CGU is estimated to be less than its carrying amount, the carrying 

amount of the asset or CGU is reduced to its recoverable amount.  The resulting impairment loss is 

recognized in the consolidated statement of net income (loss) and comprehensive income (loss).  An 

impairment loss is reversed if there has been a change in the estimates used to determine the recoverable 

amount.  When an impairment loss is subsequently reversed, the carrying amount of the asset or CGU is 
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increased to the revised estimate of its recoverable amount so that the increased carrying amount does not 

exceed the carrying amount that would have been recorded had no impairment losses been recognized for 

the asset or CGU in prior years.  Impairment losses recognized for goodwill are not reversed.  In assessing 

value in use, the estimated future cash flows are discounted to their present value using a pre-tax rate that 

reflects current market assessments of the time value of money and the risks specific to that asset.  The cash 

flows used reflect management's assumptions and are supported by external sources of information, where 

available and management's expectation of future financial performance. 

 

NEW ACCOUNTING STANDARDS OR PRONOUCEMENTS 

 

The Company has not adopted any new accounting standards or pronouncements for the year ended 

December 31st, 2021. 

 

RISKS AND UNCERTAINTIES 

 

Due to the nature of the Company’s business, the legal and economic climate in which it operates and its 

present stage of development, the Company may be subject to significant risks. The Company’s future 

development and operating results may be very different from those expected as at the date of this 

MD&A. Readers should carefully consider all such risks. In addition to those risks discussed under “Risk 

Management”, risk factors relating to the Company include, but are not limited to, the following: 

 

• The Company has a limited operating history; 

• The Company’s future revenues are uncertain; 

• The Company has historical losses and negative operating cash flows; 

• The Company cannot be certain that additional financing will be available on reasonable terms 

when required, or at all; 

• The Company’s business has been and will continue to be impacted by the on-going COVID-

19 pandemic; 

• In future periods the Company may have a material uncertainty that may cast significant doubt 

on the company's ability to continue as a going concern; 

• The Company has grown and plans to continue to grow at a very rapid pace; 

• The Company’s business is substantially dependent on the continued popularity and/or 

competitive success of esports; 

• The Company’s reliance on publishers, leagues, sponsors and corporate partners; 

• Risks associated with brand development and reputation; 

• Dependence on key personnel; 

• Risks associated with league and tournament participation; 
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• The Company’s business model and use of technology; 

• The Company’s intellectual property may be subject to misappropriation; 

• League rules and regulations may have a negative effect on the Company; 

• The Company’s business is highly competitive and competition presents an ongoing threat to 

the success of its business; 

• The Company’s esports decisions may have material negative effects on its business and 

results of operations; 

• Injuries to, and illness of, players on the Company’s esports teams could hinder its success; 

• Risks associated with potential future acquisitions; 

• International expansion and operations in foreign markets expose the Company to risks 

associated with international sales and operations; 

• Risks relating to conflicts of interest and general business regulation, including privacy laws; 

• The Company’s management team has limited experience managing a public company, and 

regulatory compliance may divert its attention from the day-to-day management of its business 

• The requirements of being a public company may strain the Company’s resources, divert 

management’s attention and affect its ability to attract and retain executive management and 

qualified board members; 

• The Company cannot guarantee absolute protection against unauthorized attempts to access 

its IT systems; 

• The Company cannot guarantee that it will be able to successfully develop its proposed 

entertainment facility in Toronto; 

• If research analysts do not publish research about the Company’s business or if they issue 

unfavourable commentary or downgrade the Company’s Shares, the Company’s stock price 

and trading volume could decline; 

• The Company does not intend to pay dividends for the foreseeable future; 

• The market price of the Company Securities may decline due to the large number of 

outstanding common shares eligible for future sale; 

• The Company may issue additional equity securities, or engage in other transactions that could 

dilute its book value or affect the priority of the Company Shares, which may adversely affect 

the market price of the Company’s Shares; 
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• The Company may invest or spend the proceeds of the Financing in ways with which investors 

may not agree or in ways which may not yield a return; 

• Tax risks and uncertainties facing the Company; 

• Investors may have Canadian and non-Canadian income tax consequences related to holding 

the Company’s Shares; and 

• General risks and uncertainties arising out of adverse economic changes 

 

For further details on these and other risks facing the Company, please refer to the Company’s 

filing statement dated July 2, 2021 / annual information form dated April 19, 2022, a copy of which 

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




