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FORM 5 
 

QUARTERLY LISTING STATEMENT  

Name of Listed Issuer: Versus Systems Inc. (the “Issuer”). 

Trading Symbol: VS 

This Quarterly Listing Statement must be posted on or before the day on which the Issuer’s unaudited 
interim financial statements are to be filed under the Securities Act, or, if  no interim statements are required 
to be filed for the quarter, within 60 days of the end of the Issuer’s first, second and third fiscal quarters.  
This statement is not intended to replace the Issuer’s obligation to separately report material information 
forthwith upon the information becoming known to management or to post the forms required by the 
Exchange Policies.  If material information became known and was reported during the preceding quarter 
to which this statement relates, management is encouraged to also make reference in this statement to the 
material information, the news release date and the posting date on the Exchange website. 

General Instructions 

(a) Prepare this Quarterly Listing Statement using the format set out below.  The sequence of 
questions must not be altered nor should questions be omitted or left unanswered.  The answers 
to the following items must be in narrative form.  When the answer to any item is negative or not 
applicable to the Issuer, state it in a sentence.  The title to each item must precede the answer. 

(b) The term “Issuer” includes the Listed Issuer and any of its subsidiaries. 

(c) Terms used and not defined in this form are defined or interpreted in Policy 1 – Interpretation and 
General Provisions. 

 
There are three schedules which must be attached to this report as follows: 
 
SCHEDULE A:  FINANCIAL STATEMENTS 
 
See Amended Financial Statements for the six months ended June 30, 2020 attached as Schedule 
A.  
 
Financial statements are required as follows: 
 
For the first, second and third financial quarters interim financial statements prepared in accordance with 
the requirements under Ontario securities law must be attached. 
 
If the Issuer is exempt from filing certain interim financial statements, give the date of the exempting 
order. 
 
SCHEDULE B:  SUPPLEMENTARY INFORMATION 

 
The supplementary information set out below must be provided when not included in Schedule A. 

 
1. Related party transactions 
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Provide disclosure of all transactions with a Related Person, including those previously disclosed 
on Form 10. Include in the disclosure the following information about the transactions with Related 
Persons: 
 
All Related Party transactions, if any, have been disclosed in the Issuer’s Amended 
Financial Statements for the six months ended June 30, 2020 – see Schedule A. 
 
(a) A description of the relationship between the transacting parties.  Be as precise as possible 

in this description of the relationship.  Terms such as affiliate, associate or related company 
without further clarifying details are not sufficient. 

(b) A description of the transaction(s), including those for which no amount has been recorded. 
(c) The recorded amount of the transactions classified by financial statement category. 
(d) The amounts due to or from Related Persons and the terms and conditions relating thereto. 
(e) Contractual obligations with Related Persons, separate from other contractual obligations. 
(f) Contingencies involving Related Persons, separate from other contingencies. 
 

2. Summary of securities issued and options granted during the period. 
 

Provide the following information for the period beginning on the date of the last Listing Statement 
(Form 2A): 
 
All securities issued and options granted, if any, have been disclosed in the Issuer’s 
Amended Financial Statements for the six months ended June 30, 2020 – see Schedule A. 
 
(a) summary of securities issued during the period, 
 
 

 
 
 
 
 
 

Date of 
Issue 

 
Type of 
Security 

(common 
shares, 

convertible 
debentures, 

etc.) 

Type of 
Issue 

(private 
placement, 

public 
offering, 

exercise of 
warrants, 

etc.) 

 
 
 
 
 
 
 

Number 

 
 
 
 
 
 
 

Price 

 
 
 
 
 
 

Total 
Proceeds 

 
 
 
 

Type of 
Consideration 

(cash, 
property, etc.) 

 
Describe 

relationship 
of Person 

with Issuer 
(indicate if 

Related 
Person) 

 
 
 
 
 
 

Commission 
Paid 

         
         
         

 
(b) summary of options granted during the period, 
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Date 

 
 

Number 

 
Name of Optionee 
if Related Person 
and relationship 

 
Generic description 
of other Optionees 

 
 

Exercise Price 

 
 

Expiry Date 

 
Market 

Price on 
date of 
Grant 

       
       
       

 
3. Summary of securities as at the end of the reporting period.  
 

Provide the following information in tabular format as at the end of the reporting period: 
 
All securities issued and options granted, if any, have been disclosed in the Issuer’s 
Amended Financial Statements for the six months ended June 30, 2020  – see Schedule A. 
 
(a) description of authorized share capital including number of shares for each class, dividend 

rates on preferred shares and whether or not cumulative, redemption and conversion 
provisions, 

 
(b) number and recorded value for shares issued and outstanding, 

 
(c) description of options, warrants and convertible securities outstanding, including number 

or amount, exercise or conversion price and expiry date, and any recorded value, and 
 

(d) number of shares in each class of shares subject to escrow or pooling agreements or any 
other restriction on transfer. 

 
 

Authorized Share 
Capital 

Issued and 
Outstanding 

Options Warrants 

    
    

 
4. List the names of the directors and officers, with an indication of the position(s) held, as at 

the date this report is signed and filed. 
 

Name Position 
Matthew Pierce President, CEO and Director 
Paul Vlasic Director 
Michelle Gahagan Director 
Brian Tingle Director  
Keyvan Peymani Director and Executive Chairman of the Board 
Craig Finster CFO 
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Name Position 
Alexander Peachey Chief Technology Officer 
Kelsey Chin Corporate Secretary 

 
SCHEDULE C: MANAGEMENT DISCUSSION AND ANALYSIS 

 
Provide Interim MD&A if required by applicable securities legislation. 

 See Amended Management Discussion and Analysis for the six months ended June 30, 
2020 attached as Schedule C.  

 
Certificate Of Compliance 

The undersigned hereby certifies that: 

1. The undersigned is a director and/or senior officer of the Issuer and has been duly authorized 
by a resolution of the board of directors of the Issuer to sign this Quarterly Listing Statement. 

2. As of the date hereof there is no material information concerning the Issuer which has not been 
publicly disclosed. 

3. The undersigned hereby certifies to the Exchange that the Issuer is in compliance with the 
requirements of applicable securities legislation (as such term is defined in National Instrument 
14-101) and all Exchange Requirements (as defined in CNSX Policy 1). 

4. All of the information in this Form 5 Quarterly Listing Statement is true. 

Dated September 11, 2020. 

 Craig Finster  
Name of Director or Senior Officer 

 /s/ “Craig Finster”  
Signature 

CFO  
Official Capacity 
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Issuer Details 
Name of Issuer 

Versus Systems Inc. 

For  Quarter 
Ended 
June 30, 2020 

Date of Report 
2020/09/11 

Issuer Address 
1558 West Hastings Street 
 
City/Province/Postal Code 
Vancouver, B.C., V6G 3J4 
 
 

Issuer Fax No. 
604-639-4451 

Issuer Telephone No. 
(604) 639-4457 

Contact Name 
 
Kelsey Chin 

Contact 
Position 
Corporate 
Secretary 

Contact Telephone No. 
(604) 639-4457 

Contact Email Address 
Kchin@intrepidfinancial.ca 
 

Web Site Address 
www.versussystems.com 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.versussystems.com/
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SCHEDULE A 

 
AMENDED FINANCIAL STATEMENTS  

 
FOR THE SIX MONTHS ENDED JUNE 30, 2020 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 
 
 
 

 
 

 

 

RESTATED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

 

(Expressed in Canadian dollars) 

 

 

 

SIX MONTH PERIOD ENDED 

 

JUNE 30, 2020



 

The accompanying notes are an integral part of these restated condensed interim consolidated financial statements. 

 
 

Notice to Reader 

 
Versus Systems Inc. (the "Company") has restated its unaudited condensed interim consolidated financial statements for the 

six months ended June 30, 2020 which were previously filed on SEDAR (the “interim financial statements”). Subsequent to 

the original issuance of the interim financial statements, the Company’s external auditors performed an interim review over 

the interim financial statements and as a result of this review, it was concluded that there were accounting errors in the 

previously filed interim financial statements. These errors have been corrected in the restated unaudited condensed interim 

consolidated financial statements for the six months ended June 30, 2020. See note 2 of the restated unaudited condensed 

interim consolidated statements for more detail. 



 

The accompanying notes are an integral part of these restated condensed interim consolidated financial statements.  

Restated Condensed Interim Consolidated Statements of Financial Position

(Expressed in Canadian Dollars)

(Unaudited)

 June 30,2020 

(Restated-Note 2) December 31, 2019

($) ($)

ASSETS

Current assets

  Cash 132,680                  99,209                             

  Receivables 180,094                  44,400                             

  Prepaids 2,236                      28,003                             

315,010                  171,612                           

Restricted deposit (Note 4) 11,497                    11,500                             

Deposits 136,000                  129,897                           

Property and equipment (Note 5) 772,202                  948,998                           

Intangible assets (Note 7) 2,637,410                2,780,347                         

Total Assets 3,872,119                4,042,354                         

LIABILITIES AND EQUITY

Current liabilities

  Accounts payable and accrued liabilities (Note 8) 1,641,547                975,405                           

  Deferred revenue 823,126                  -                                  

  Lease liability (Note 16) 342,327                  328,373                           

Current liabilities 2,807,000                1,303,778                         

Non-current liabilities

Lease liability (Note 16) 687,876                  794,027                           

Government note (Note 9) 622,453                  -                                  

Notes payable (Note 9) 5,357,281                4,814,767                         

Total liabilities 9,474,610                6,912,572                         

Equity 

  Share capital (Note 10)

     Common shares 101,939,229            99,505,558                       

     Class "A" shares 37,927                    37,927                             

     Share subscriptions received in advance -                            300,000                           

  Reserves (Note 10) 10,367,312              9,832,386                         

  Deficit (110,803,369)           (106,521,639)                    

1,541,099                3,154,232                         

Non-controlling interest (Note 6) (7,143,590)              (6,024,450)                       

(5,602,491)              (2,870,218)                       

Total Liabilities and Equity 3,872,119                4,042,354                         

Commitments (Note 16)

Subsequent events (Note 17)

These restated condensed interim consolidated financial statements were authorized for issue by the Board of

Directors on September 11, 2020. They are signed on behalf of the Board of Directors by:

   "Matthew Pierce"    "Brian Tingle"

Director Director

Versus Systems Inc.

Nature of operations and going concern (Note 1)



 

The accompanying notes are an integral part of these restated condensed interim consolidated financial statements. 

 
 

 

 

Restated Condensed Interim Consolidated Statements of Loss and Comprehensive Loss

(Expressed in Canadian Dollars)

(Unaudited)

Three Month Three Month Six Month Six Month

Period Ended Period Ended Period Ended Period Ended

 June 30, 2020  June 30,  June 30, 2020  June 30, 

(Restated-Note 2) 2019 (Restated-Note 2) 2019

($) ($)

REVENUES                   612,366 431,825              612,626                 654,324              

EXPENSES

  Amortization (Note 5)                     93,131 84,509                176,796                 170,965              

  Amortization of intangible assets (Note 7)                   412,800 702,702              953,230                 1,566,813            

  Consulting fees (Note 11)                   126,316 123,185              315,817                 332,967              

  Foreign exchange loss (gain)                   (95,259) (3,752)                 119,115                 (792)                   

  General and administrative                   598,684 172,928              982,540                 396,353              

  Interest expense                     95,248 43,459                154,734                 81,554                

  Interest expense on lease obligations (Note 16)                     28,396 27,441                37,863                   56,301                

  Professional fees                   442,987 92,671                533,562                 225,952              

  Salaries and wages (Note 11)                   950,184 508,115              1,558,024               1,125,020            

  Sales and marketing                     27,144 40,648                39,043                   52,140                

  Share-based compensation (Note 10)                   173,897 230,172              465,658                 408,373              

(2,241,162)              (1,590,253)           (4,723,756)             (3,761,322)           

  Finance expense (Note 9)                   (82,934) (64,827)               (169,064)                (123,766)             

  Loss on disposal of marketable securities (Note 10)                  (508,050) -                        (508,050)                -                        

Loss and comprehensive loss (2,832,146)              (1,655,080)           (5,400,870)             (3,885,088)           

Loss and comprehensive loss attributable to:

  Shareholders               (2,565,322) (843,394)             (4,281,730)             (1,999,569)           

  Non-controlling interest                  (266,824) (811,686)             (1,119,140)             (1,885,519)           

(2,832,146)              (1,655,080)           (5,400,870)             (3,885,088)           

Basic and diluted loss per common share attributable to Versus Systems Inc. (0.02)                     (0.01)                  (0.03)                     (0.02)                  

Weighted average common shares outstanding 146,624,963            105,610,830        142,971,303           101,122,034        

Versus Systems Inc.



 

The accompanying notes are an integral part of these restated condensed interim consolidated financial statements. 

Restated Condensed Interim Consolidated Statement of Changes in Equity

(Expressed in Canadian Dollars)

(Unaudited)

Number of 

Common 

Shares

Number of 

Class "A" 

Shares

Common 

Shares

Class "A" 

Shares Reserves Deficit

Share 

subscriptions 

received Equity

Non-controlling 

Interest

Total 

Shareholders' 

Equity

($) ($) ($) ($) ($) ($) ($) ($)

Balance at December 31, 2018 91,478,562          33,713                91,723,017          37,927                8,270,190            (94,973,085)         -                        5,058,049            (5,893,609)           (835,560)             

  Shares issued in private placement 9,987,655            -                        2,122,278            -                        -                        -                        -                        2,122,278 -                        2,122,278            

  Share issuance costs -                        -                        (285,161)             -                        -                        -                        -                        (285,161) -                        (285,161)             

  Acquisition of Versus LLC 9,229,326            -                        1,892,012            -                        159,778              (4,679,433)           -                        (2,627,643) 2,627,643            -                     

  Exercise of warrants 33,888                -                        6,778                  -                        -                        -                        -                        6,778 -                        6,778                  

  Contribution benefit -                        -                        -                        -                        182,299              -                        -                        182,299 -                        182,299              

  Warrants issued -                        -                        -                        -                        94,371                -                        -                        94,371 -                        94,371                

  Stock-based compensation -                        -                        -                        -                        314,003              -                        -                        314,003 -                        314,003              

  Loss and comprehensive loss - -                        -                        -                        -                        (1,999,569)           -                        (1,999,569) (1,885,519)           (3,885,088)           

Balance at June 30, 2019 110,729,431        33,713                95,458,924          37,927                9,020,641            (101,652,087)       -                        2,865,405            (5,151,485)           (2,286,080)           

  Shares issued in private placement 22,062,954          -                        3,979,247            -                        199,753              -                        -                        4,179,000            -                        4,179,000            

  Share subscriptions received -                        -                        -                        -                        -                        -                        300,000              300,000 -                        300,000              

  Share issuance costs -                        -                        (367,874)             -                        82,928                -                        -                        (284,946)             -                        (284,946)             

  Contribution benefit -                        -                        -                        -                        114,811              -                        -                        114,811              -                        114,811              

  Exercise of warrants 2,445,917            -                        415,892              -                        (8,253)                 -                        -                        407,639 -                        407,639              

  Performance warrants issued -                        -                        -                        -                        (81,482)               -                        -                        (81,482)               -                        (81,482)               

  Exercise of options 50,000                -                        19,369                -                        (8,369)                 -                        -                        11,000 -                        11,000                

  Stock-based compensation -                        -                        -                        -                        512,357              -                        -                        512,357              -                        512,357              

  Loss and comprehensive loss -                        -                        -                        -                        -                        (4,869,552)           -                        (4,869,552)           (872,965)             (5,742,517)           

Balance at December 31, 2019 135,288,302        33,713                99,505,558          37,927                9,832,386            (106,521,639)       300,000              3,154,232            (6,024,450)           (2,870,218)           

  Shares issued in private placement 2,400,000            -                        300,000              -                        -                        -                        -                        300,000 -                        300,000              

  Share subscriptions received -                        -                        300,000              -                        -                        -                        (300,000)             -                        -                        -                        

  Contribution benefit -                        -                        -                        -                        69,668                -                        -                        69,668                -                        69,668                

  Exercise of warrants 5,223,333            -                        783,500              -                        -                        -                        -                        783,500              -                        783,500              

  Shares issued for services and investment 4,330,165            -                        1,047,671            -                        -                        -                        -                        1,047,671            -                        1,047,671            

  Exercise of options 10,000                -                        2,500                  -                        (400)                   -                        -                        2,100                  -                        2,100                  

  Stock-based compensation -                        -                        -                        -                        465,658              -                        -                        465,658              -                        465,658              

  Loss and comprehensive loss - -                        -                        -                        -                        (4,281,730)           -                        (4,281,730)           (1,119,140)           (5,400,870)           

Balance at June 30, 2020 (Restated-Note 2) 147,251,800        33,713                101,939,229        37,927                10,367,312          (110,803,369)       -                        1,541,099            (7,143,590)           (5,602,491)           

Versus Systems Inc.

Share Capital



 

The accompanying notes are an integral part of these restated condensed interim consolidated financial statements. 

Versus Systems Inc.
Restated Condensed Interim Consolidated Statements of Cash Flows

(Expressed in Canadian Dollars)

(Unaudited)

Six Month Six Month

Period Ended Period Ended

 June 30, 2020  June 30, 2019 

(Restated-Note 2)

($) ($)

CASH PROVIDED BY (USED IN)

OPERATING ACTIVITIES

  Loss for the period (5,400,870)               (3,885,088)          

  Items not affecting cash:

    Amortization (Note 5) 17,456                    19,923                

    Amortization of intangible assets (Note 7) 953,230                  1,566,813            

    Amortization of right-of-use assets (Note 5) 159,340                  151,042              

    Shares issued for services 349,225                  -                        

    Finance expense 282,147                  180,068              

    Loss on sale of investment 508,050                  -                        

    Effect of foreign exchange (6,103)                     66,906                

    Forgiveness on government loan (207,484)                 -                        

    Share-based compensation 465,658                  408,374              

  Changes in non-cash working capital items:

     Receivables (135,694)                 (67,582)               

     Prepaids and deposits 25,770                    44,862                

     Deferred revenue 823,126                  -                        

     Accounts payable and accrued liabilities 666,142                  (226,598)             

Cash used in operating activities (1,500,007)               (1,741,280)          

FINANCING ACTIVITIES

  Proceeds from notes payable 443,118                  1,976,833            

  Proceeds from Government PPP loan 829,937                  -                        

  Repayment of notes payable -                            (718,228)             

  Proceeds from warrant exercises 783,500                  6,778                  

  Proceeds from option exercises 2,100                      -                        

  Payments for lease liabilities (205,280)                 (195,681)             

  Proceeds from issuance of common shares 300,000                  2,122,278            

  Share issuance costs -                            (285,161)             

Cash provided by financing activities 2,153,375                2,906,819            

INVESTING ACTIVITIES

  Proceeds from sale of investments 190,396                  -                        

  Development of intangible assets (810,293)                 (960,542)             

Cash used in investing activities (619,897)                 (960,542)             

Change in cash during the period 33,471                    204,997              

Cash - Beginning of period 99,209                    34,000                

Cash - End of period 132,680                  238,997              

Supplemental Cash Flow Information (Note 15)



VERSUS SYSTEMS INC. 
NOTES TO THE RESTATED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE SIX MONTH PERIOD ENDED JUNE 30, 2020 

(Expressed in Canadian dollars) 

 
 

 

 

1. NATURE OF OPERATIONS AND GOING CONCERN 

 

Versus Systems Inc. (the “Company”) was continued under the Business Corporations Act (British Columbia) effective 

January 7, 2007.  The Company’s head office and registered and records office is Suite 302 – 1620 West 8th Ave, 

Vancouver, BC, V6J 1V4, Canada.  The Company is traded on the Canadian Securities Exchange (“CSE”) under the 

symbol “VS” and on the OTCQB market under the trading symbol “VRSSF”.  

 

The Company is engaged in the technology sector and is developing a business-to-business software platform that allows 

video game publishers and developers to offer prize-based matches of their games to their players.   

 

These condensed interim consolidated financial statements have been prepared on the assumption that the Company will 

continue as a going concern, meaning it will continue in operation for the foreseeable future and will be able to realize 

assets and discharge liabilities in the ordinary course of operations.  Different bases of measurement may be appropriate 

if the Company is not expected to continue operations for the foreseeable future.  As at June 30, 2020, the Company has 

not achieved positive cash flow from operations and is not able to finance day to day activities through operations. The 

Company expects to incur further losses in the development of its business. The March 2020 pandemic outbreak of 

COVID-19 could continue to have a negative impact on the stock markets, affecting trading prices of the Company’s 

shares and its ability to raise new capital. These material uncertainties may cast significant doubt as to the ability of the 

Company to meet its obligations as they come due and accordingly, the appropriateness of the use of accounting 

principles applicable to a going concern. The Company’s continuation as a going concern is dependent upon its ability 

to ultimately attain profitable operations and generate funds there from and/or raise equity capital or borrowings 

sufficient to meet current and future obligations.  These consolidated financial statements do not include any adjustments 

to the recoverability and classification of recorded asset amounts and classification of liabilities that might be necessary 

should the Company be unable to continue as a going concern.  These adjustments could be material. 

 

 

2. BASIS OF PRESENTATION 

 

Statement of compliance  

 

These condensed interim consolidated financial statements, including comparatives, have been prepared in accordance 

with IAS 34, Interim Financial Reporting, as issued by the International Accounting Standards Board ("IASB") and the 

interpretations of the IFRS Interpretations committee.  They do not include all disclosures required by International 

Financial Reporting Standards ("IFRS") for annual financial statements, and therefore should be read in conjunction 

with the Company’s audited consolidated financial statements for the year ended December 31, 2019, prepared in 

accordance with IFRS as issued by the IASB.   

 

These condensed interim consolidated financial statements were authorized for issue by the Board of Directors on 

September 11, 2020. 

 

Basis of measurement 

 

These condensed interim consolidated financial statements have been prepared on a historical cost basis, except for 

financial instruments classified as financial instruments at fair value. In addition, these condensed financial statements 

have been prepared using the accrual basis of accounting except for cash flow information.  

 

Functional and presentation currency 

 

These condensed interim consolidated financial statements are presented in Canadian dollars, unless otherwise noted, 

which is the functional currency of the Company and its subsidiaries. 
 

 



VERSUS SYSTEMS INC. 
NOTES TO THE RESTATED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE SIX MONTH PERIOD ENDED JUNE 30, 2020 

(Expressed in Canadian dollars) 

 
 

 

 

2. BASIS OF PRESENTATION (continued) 

 

Restatement 

 

Subsequent to the original issuance of the Company’s interim financial statements, the Company’s external auditors 

performed an interim review over the interim financial statements and as a result of the review, it was concluded that 

there were accounting errors in the previously filed interim financial statements which have been corrected 

retrospectively in accordance with IAS 8 “Accounting Policies, Changes in Accounting Estimates and Errors”.   

The effect of the changes are as follows: 

 

- Current assets and total assets decreased by $65,343 

- Non current liabilities and total liabilities decreased by $126,878 

- Non-controlling interest decreased by $699,221 

- Loss attributable to the Company’s shareholders increased by $621,596 

- Cash used in operating activities decreased by $315,902 

- Cash used in investing activities decreased by $315,630 

- Cash provided by financing activities decreased by $696,875 

 

Basis of consolidation 

 

These condensed interim consolidated financial statements include the accounts of Versus Systems Inc. and its 

subsidiaries, from the date control was acquired.   Control exists when the Company possesses power over an investee, 

has exposure to variable returns from the investee and has the ability to use its power over the investee to affect its 

returns.   All inter-company balances and transactions, and any unrealized income and expenses arising from inter-

company transactions, are eliminated on consolidation.   For partially owned subsidiaries, the interest attributable to 

non-controlling shareholders is reflected in non-controlling interest.   Adjustments to non-controlling interest are 

accounted for as transactions with owners and adjustments that do not involve the loss of control are based on a 

proportionate amount of the net assets of the subsidiary. 

 

 

 

Name of Subsidiary 

 

Place of Incorporation 

 

Proportion of 

Ownership Interest 

 

 

Principal Activity 

    

    

Versus Systems (Holdco) Inc. United States of America 66.8% Holding Company 

Versus Systems UK, Ltd. United Kingdom 66.8% Sales Company 

Versus LLC United States of America 66.8% Technology Company 

 

Significant Accounting Judgments, Estimates and Assumptions 

 

The preparation of these condensed interim consolidated financial statements requires management to make certain 

estimates, judgments and assumptions that affect the reported amounts of assets and liabilities at the date of the 

consolidated financial statements.  Estimates and assumptions are continually evaluated and are based on historical 

experience and management’s assessment of current events and other facts and circumstances that are considered to be 

relevant.  Actual results could differ from these estimates.  

 

 

 

 

 

 

 



VERSUS SYSTEMS INC. 
NOTES TO THE RESTATED CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS 

FOR THE SIX MONTH PERIOD ENDED JUNE 30, 2020 

(Expressed in Canadian dollars) 

 
 

 

 

2. BASIS OF PRESENTATION (continued) 

 

Significant Accounting Judgments, Estimates and Assumptions 

 
Significant assumptions about the future and other sources of estimation uncertainty that management has made at the 

end of the reporting year, that could result in a material adjustment to the carrying amounts of assets and liabilities in 

the event that actual results differ from assumptions made, relate to, but are not limited to, the following: 

 

i) Deferred income taxes 

 

Deferred tax assets, including those arising from un-utilized tax losses, require management to assess the likelihood that 

the Company will generate sufficient taxable earnings in future periods in order to utilize recognized deferred tax assets. 

Assumptions about the generation of future taxable profits depend on management’s estimates of future cash flows.  In 

addition, future changes in tax laws could limit the ability of the Company to obtain tax deductions in future periods.  

To the extent that future cash flows and taxable income differ significantly from estimates, the ability of the Company 

to realize the net deferred tax assets recorded at the reporting date could be impacted. 

 

ii) Economic recoverability and probability of future economic benefits of intangible assets 

 

Management has determined that intangible asset costs which were capitalized may have future economic benefits and 

may be economically recoverable.  Management uses several criteria in its assessments of economic recoverability and 

probability of future economic benefits including anticipated cash flows and estimated economic life. 
 

 Significant Accounting Judgments, Estimates and Assumptions  

 

iii) Valuation of share-based compensation 

 

The Company uses the Black-Scholes Option Pricing Model for valuation of share-based compensation. Option pricing 

models require the input of subjective assumptions including expected price volatility, interest rate, and forfeiture rate.  

Changes in the input assumptions can materially affect the fair value estimate and the Company’s earnings and equity 

reserves. 

 

iv) Depreciation and Amortization 

 

The Company’s intangible assets and equipment are depreciated and amortized on a straight-line basis, taking into 

account the estimated useful lives of the assets and residual values. Changes to these estimates may affect the carrying 

value of these assets, net loss, and comprehensive income (loss) in future periods. 

 

v)   Valuation of right-of-use asset and lease liabilities 

 

The application of IFRS 16 requires the Company to make judgments that affect the valuation of the right-of-use assets 

and the valuation of lease liabilities. These include: determining agreements in scope of IFRS 16, determining the 

contract term and determining the interest rate used for discounting of future cash flows. 

 

The lease term determined by the Company is comprised of the non-cancellable period of lease agreements, periods 

covered by an option to extend the lease if the Company is reasonably certain to exercise that option, and periods covered 

by an option to terminate the lease if the Company is reasonably certain not to exercise that option.  

 

The present value of the lease payment is determined using a discount rate representing the Company’s incremental 

borrowing rate. 
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2. BASIS OF PRESENTATION (continued) 

 

 Significant Accounting Judgments, Estimates and Assumptions (continued) 

 

Significant judgements that have the most significant effect on the amounts recognized in these financial statements 

include: 

 

i) Determination of functional currency 

 

The functional currency of the Company and its subsidiaries is the currency of the primary economic environment in 

which each entity operates.  Determination of the functional currency may involve certain judgments to determine the 

primary economic environment.  The functional currency may change if there is a change in events and conditions which 

determines the primary economic environment. 

  
3. SIGNIFICANT ACCOUNTING POLICIES  

 

Basic and diluted loss per share  

 

Basic earnings (loss) per share is computed by dividing net earnings (loss) available to common shareholders by the 

weighted average number of shares outstanding during the reporting periods.  Diluted earnings (loss) per share is 

computed similar to basic earnings (loss) per share except that the weighted average shares outstanding are increased to 

include additional shares for the assumed exercise of stock options and warrants, if dilutive.  The number of additional 

shares is calculated by assuming that outstanding stock options and warrants were exercised and that the proceeds from 

such exercises were used to acquire common stock at the average market price during the reporting periods.  Potentially 

dilutive options and warrants excluded from diluted loss per share totalled 61,710,622 (June 30, 2019 – 39,061,081). 

 

Equipment 

 

Equipment is recorded at cost less accumulated amortization.  Amortization is calculated based on the estimated residual 

value and estimated economic life of the specific assets using the straight-line method over the period indicated below: 

 

Asset Rate 

Computers Straight line, 3 years 

Right of use assets Shorter of useful life or lease term 

 

Financial instruments 

 

The following is the Company’s policy for financial instruments under IFRS 9:  

  

Classification  

  

The Company classifies its financial instruments in the following categories: at fair value through profit and loss 

(“FVTPL”), at fair value through other comprehensive income (loss) (“FVTOCI”), or at amortized cost. The Company 

determines the classification of financial assets at initial recognition. The classification of debt instruments is driven by  

the Company’s business model for managing the financial assets and their contractual cash flow characteristics. Equity 

instruments that are held for trading are classified as FVTPL. For other equity instruments, on the day of acquisition the 

Company can make an irrevocable election (on an instrument-by-instrument basis) to designate them as at FVTOCI. 

Financial liabilities are measured at amortized cost, unless they are required to be measured at FVTPL (such as  

           instruments held for trading or derivatives) or the Company has opted to measure them at FVTPL. 
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3. SIGNIFICANT ACCOUNTING POLICIES  

 

Financial instruments (continued) 

 

The following table shows the classification under IFRS 9: 

 

Financial assets/liabilities Classification IFRS 9 

Cash  FVTPL 

Receivables Amortized cost 

Restricted deposit Amortized cost 

Accounts payable and accrued liabilities Amortized cost 

Notes payable Amortized cost 

 

Measurement 

 

Financial assets and liabilities at amortized cost 

 

Financial assets and liabilities at amortized cost are initially recognized at fair value plus or minus transaction costs, 

respectively, and subsequently carried at amortized cost less any impairment. 

 

Financial assets and liabilities at FVTPL 

 

Financial assets and liabilities carried at FVTPL are initially recorded at fair value and transaction costs are expensed in 

profit or loss. Realized and unrealized gains and losses arising from changes in the fair value of the financial assets and 

liabilities held at FVTPL are included in profit or loss in the period in which they arise. 

 

Impairment of financial assets at amortized cost 

 

An ‘expected credit loss’ impairment model applies which requires a loss allowance to be recognized based on expected 

credit losses. The estimated present value of future cash flows associated with the asset is determined and an impairment 

loss is recognized for the difference between this amount and the carrying amount as follows: the carrying amount of 

the asset is reduced to estimated present value of the future cash flows associated with the asset, discounted at the 

financial asset’s original effective interest rate, either directly or through the use of an allowance account and the 

resulting loss is recognized in profit or loss for the period.  

 

In a subsequent period, if the amount of the impairment loss related to financial assets measured at amortized cost 

decreases, the previously recognized impairment loss is reversed through profit or loss to the extent that the carrying 

amount of the investment at the date the impairment reversed does not exceed what the amortized cost would have been 

had the impairment not been recognized. 

 

Derecognition 

 

Financial assets 

 

The Company derecognizes financial assets only when the contractual rights to cash flows from the financial assets 

expire, or when it transfers the financial assets and substantially all of the associated risks and rewards of ownership to 

another entity. Gains and losses on derecognition are generally recognized in profit or loss. 

 

As of June 30, 2020, the Company does not have any derivative financial assets and liabilities. 
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Intangible assets excluding goodwill 

 

Intangible assets acquired separately are carried at cost at the time of initial recognition.  Intangible assets acquired in a 

business combination and recognized separately from goodwill are initially recognized at their fair value at the 

acquisition date. Expenditure on research activities is recognized as an expense in the period in which it is incurred. 
 

Impairment of intangible assets excluding goodwill  

 

An internally-generated intangible asset arising from development (or from the development phase of an internal project) 

is recognized if, and only if, all of the following have been demonstrated: 

 

(a) the technical feasibility of completing the intangible asset so that it will be available for use or sale; 

(b) the intention to complete the intangible asset and use or sell it; 

(c) the ability to use or sell the intangible asset; 

(d) how the intangible asset will generate probable future economic benefits; 

(e) the availability of adequate technical, financial and other resources to complete the development and to use or 

sell the intangible asset; and 

(f) the ability to measure reliably the expenditure attributable to the intangible asset during its development. 

The amount initially recognized for internally-generated intangible assets is the sum of the expenses incurred from the 

date when the intangible assets first meet the recognition criteria listed above.  If no future economic benefit is expected 

before the end of the life of assets, the residual book value is expensed.  Subsequent to initial recognition, internally-

generated intangible assets are reported at cost.  Where no internally-generated intangible asset can be recognized, 

development costs are recognized as an expense in the period in which it is incurred.  

 

Amortization of software is recognized on a straight-line basis over a period of 3 years.  In the year development costs 

are added, amortization is based on a half year. 

 

At the end of each reporting period, the Company reviews the carrying amounts of its intangible assets to determine  

whether there is any indication that those assets have suffered impairment losses.  If any such indication exists, the 

recoverable amount of the cash-generating unit (“CGU”) to which the asset belongs is estimated in order to determine 

the extent of the impairment losses (if any). 

 

Where a reasonable and consistent basis of allocation can be identified, corporate assets (assets other than goodwill that 

contribute to the future cash flows of both the CGU under review and other CGUs) are also allocated to individual 

CGUs, or otherwise they are allocated to the smallest group of CGUs for which a reasonable and consistent allocation 

basis can be identified. 

 

Recoverable amount is the higher of fair value less costs to sell and value in use.  In assessing value in use, the estimated 

future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market 

assessments of the time value of money and the risks specific to the asset for which the estimates of future cash flows 

have not been adjusted. 

 

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. 

 

Where impairment losses subsequently reverse, the carrying amount of the asset (or CGU) is increased to the revised 

estimate of its recoverable amount, such that the increased carrying amount does not exceed the carrying amount that 

would have been determined had no impairment losses been recognized for the asset (or CGU) in prior years. A reversal 

of impairment losses is recognized immediately in profit or loss. 
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3.  SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Income taxes 

 

Tax expense recognized in profit or loss comprises the sum of current tax and deferred tax not recognized in other 

comprehensive income or directly in equity. 

 

Current Income Tax 

 

Current income tax assets and/or liabilities comprise those claims from, or obligations to, fiscal authorities relating to 

the current or prior reporting periods that are unpaid at the reporting date.  Current tax is payable on taxable profit, which 

differs from profit or loss in the financial statements. Calculation of current tax is based on tax rates and tax laws that 

have been enacted or substantively enacted by the end of the reporting period. 

 

Deferred income tax 

 

Deferred income taxes are calculated based on temporary differences between the carrying amounts of assets and 

liabilities and their tax bases.  Deferred tax assets and liabilities are calculated, without discounting, at tax rates that are 

expected to apply to their respective period of realization, provided they are enacted or substantively enacted by the end 

of the reporting period.    

 

Deferred tax assets are recognized to the extent that it is probable that they will be able to be utilized against future 

taxable income.  Deferred tax assets and liabilities are offset only when the Company has a right and intention to offset 

current tax assets and liabilities from the same taxation authority. 

 

Changes in deferred tax assets or liabilities are recognized as a component of tax income or expense in profit or loss, 

except where they relate to items that are recognized in other comprehensive income or directly in equity, in which case 

the related deferred tax is also recognized in other comprehensive income or equity, respectively. 

 

Lessee accounting 

 

Leases are recognized as a right‐of‐use asset and a corresponding liability at the date at which the leased asset is available 

for use by the Company. Assets and liabilities arising from a lease are initially measured on a present value basis.   Right‐

of‐use assets are measured at cost comprising the following:  

 

‐ the amount of the initial measurement of lease liability;  

‐ any lease payments made at or before the commencement date less any lease incentives received;  

‐ any initial direct costs; and  

‐ restoration costs.    

 

The Company assesses whether a contract is or contains a lease, at inception of a contract. The Company recognizes a right-of-

use asset and a corresponding lease liability with respect to all lease agreements in which it is the lessee. The lease liability is 

initially measured at the present value of the lease payments that are not paid at the commencement date, discounted by using 

the rate implicit in the lease. If this rate cannot be readily determined, the Company uses its incremental borrowing rate.  

 

The lease liability is subsequently measured by increasing its carrying amount to reflect interest on the lease liability (using the 

effective interest method) and by reducing the carrying amount to reflect lease payments made. The right-of-use asset is 

depreciated over the shorter of the lease term and the useful life of the underlying asset. The company applies IAS 36, 

Impairment of Assets, to determine whether the asset is impaired and account for any identified impairment loss.  
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3.  SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Lease accounting (continued) 

 

As a practical expedient, IFRS 16 permits a lease not to separate non-lease components, and instead account for any lease and 

associated non-lease components as a single arrangement. The Company has not used this practical expedient, and accordingly 

allocates the consideration in the contract to lease and non-lease components based on the stand-alone price of the lease 

component and aggregate stand-alone price of the non-lease components.  

 

Variable rents that do not depend on an index or rate are not included in the measurement of the lease liability and the right-of-

use asset. The related payments are recognized as an expense in the period in which the event or condition that triggers those 

payments occurs and are presented as such in the statements of income and comprehensive income. 

 

Provisions 

 

A provision is recognized if, as a result of a past event, the Company has a present legal or constructive obligation that 

can be estimated reliably and it is probable that an outflow of economic benefits will be required to settle the obligation. 

Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market 

assessments of the time value of money and the risks specific to the liability.  

 

Government grant 

 

Government  grant  is recognized  when  there  is  reasonable  assurance  that  the Company will  comply  with  any  

conditions  attached to the grant and the grant will be received. Government grant is recognized in profit or loss to 

offset the corresponding expenses on a systematic basis over  the  periods  in  which  the Company  recognizes 

expenses  for  the  related  costs  for  which the  grants  are  intended  to  compensate, which in the case of grants 

related to assets requires setting up the grant as deferred income or deducting it from the carrying amount of the asset. 

 

Non-controlling interest  

 

Non-controlling interest in the Company’s less than wholly owned subsidiary is classified as a separate component of 

equity.  On initial recognition, non-controlling interest is measured at the fair value of the non-controlling entity’s 

contribution into the related subsidiary.  Subsequent to the original transaction date, adjustments are made to the carrying 

amount of non-controlling interest for the non-controlling interest’s share of changes to the subsidiary’s equity.  

 

Changes in the Company’s ownership interest in a subsidiary that do not result in a loss of control are recorded as equity 

transactions.  The carrying amount of non-controlling interest is adjusted to reflect the change in the non-controlling 

interest’s relative interest in the subsidiary, and the difference between the adjustment to the carrying amount of non-

controlling interests and the Company’s share of proceeds received and/or consideration paid is recognized directly in 

equity and attributed to owners of the Company. 

 

Valuation of equity units issued in private placements 

 

The Company has adopted a residual value method with respect to the measurement of shares and warrants issued as 

private placement units.  The residual value method first allocates value to the most easily measurable component based 

on fair value and then the residual value, if any, to the less easily measurable component. 
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3.  SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Valuation of equity units issued in private placements (continued) 

 

The fair value of the common shares issued in private placements is determined to be the more easily measurable 

component and are valued at their fair value.  The balance, if any, is allocated to the attached warrants.  Any fair value 

attributed to the warrants is recorded as warrant reserve.  If the warrants are exercised, the related amount is reclassified 

as share capital.  If the warrants expire unexercised, the related amount remains in the warrant reserve. 

 
Share-based Compensation 

 
The Company grants stock options to acquire common shares of the Company to directors, officers, employees and 

consultants.  An individual is classified as an employee when the individual is an employee for legal or tax purposes, or 

provides services similar to those performed by an employee.  

 

The fair value of stock options is measured on the date of grant, using the Black-Scholes option pricing model, and is 

recognized over the vesting period.  Consideration paid for the shares on the exercise of stock options is credited to 

capital stock. 

 

In situations where equity instruments are issued to non-employees and some or all of the goods or services received by 

the entity as consideration cannot be specifically identified, they are measured at fair value of the share-based payment.   

 

Otherwise, share-based payments are measured at the fair value of goods or services received. 

 

Revenue recognition 

 

The Company recognizes revenue when the amount of revenue can be reliably measured, it is probable that future 

economic benefits will flow to the entity and when specific criteria have been met for each of the Company’s activities 

as described below. 

 

Revenue from software license sales is recognized upon delivery where there is evidence of an arrangement, the 

selling price is fixed or determinable and there are no significant remaining performance obligations. Foreseeable 

losses, if any, are recognized in the year or period in which the loss is determined. 

 

The Company entered into an Accounts Receivable Purchase and Security Agreement (the “Agreement”) with full 

recourse. Pursuant to the Agreement, the factor advances funds to the Company for the right to collect cash flows from 

factored accounts receivable and charges fees for its services. The factor advances funds to the Company at 90% of 

accounts receivable factored. The outstanding balance bears a daily interest rate of 0.05%. 

 

Deferred Revenue 

 

Revenue recognition of  sales is recorded on a monthly basis upon delivery or as the services are provided. Cash received 

in advance for services are recorded as deferred revenue based on the proportion of time remaining under the service 

arrangement as at the reporting date. 
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3.  SIGNIFICANT ACCOUNTING POLICIES (continued) 

 

Foreign Exchange 

 
The functional currency is the currency of the primary economic environment in which the entity operates and has been 

determined for each entity within the Company.  The functional currency for the Company and its subsidiaries is the 

Canadian dollar.  The functional currency determinations were conducted through an analysis of the consideration  

factors identified in IAS 21, The Effects of Changes in Foreign Exchange Rates.  

 

Transactions in currencies other than the Canadian dollar are recorded at exchange rates prevailing on the dates of the 

transactions. At the end of each reporting period, the monetary assets and liabilities of the Company and its subsidiaries 

that are denominated in foreign currencies are translated at the rate of exchange at the date of the statement of financial 

position while non-monetary assets and liabilities are translated at historical rates.  Revenues and expenses are translated 

at the exchange rates approximating those in effect on the date of the transactions.  Exchange gains and losses arising 

on translation are included in the statement of profit or loss. 

 

Comprehensive Income (Loss) 

 

Comprehensive income (loss) consists of net income (loss) and other comprehensive income (loss) and represents the 

change in shareholders’ equity (deficiency) which results from transactions and events from sources other than the 

Company’s shareholders.  Net loss is the same as comprehensive loss for the years presented. 

 

4. RESTRICTED DEPOSIT 

 

As at June 30, 2020, restricted deposits consisted of $11,497 (2019 - $11,500) held in a guaranteed investment certificate 

as collateral for a corporate credit card. 

 

5. PROPERTY AND EQUIPMENT 

 

 Computers 

Right of Use 

Asset 

 

Total 

 ($) ($) ($) 

Cost    

At December 31, 2018 114,739 - 114,739 

   Additions - 1,217,109 1,217,109 

At December 31, 2019 114,739 1,217,109 1,331,848 

   Additions - - - 

At June 30, 2020 114,739 1,217,109 1,331,848 

    

Accumulated amortization    

At December 31, 2018 55,629 - 55,629 

   Amortization for the year 30,695 296,526 327,221 

At December 31, 2019 86,324 296,526 382,850 

   Amortization for the period 17,456 159,340 176,796 

At June 30, 2020 103,780 455,866 559,646 

    

 

Carrying amounts  

  

At December 31, 2019 28,415 920,583 948,998 

At June 30, 2020 10,959 761,243 772,202 
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6. BUSINESS COMBINATION WITH VERSUS LLC 

 

On June 26, 2016, the Company acquired a 37.5% ownership interest in Versus LLC, a privately held limited liability 

company organized under the laws of the state of Nevada, from existing members (the “Selling Members”) in 

consideration of a cash payment of $1,962,722 (US$1,500,000).  Versus LLC is a technology company that is 

developing a business-to-business software platform that allows video game publishers and developers to offer prize-

based matches of their games to their players. 

 

On June 30, 2016, the Company and the Selling Members exchanged 100% of their ownership units in Versus LLC for 

8,950.05 common shares of Opal Energy (Holdco) Corp. (“Newco”), since renamed Versus Systems (Holdco) Inc, 

determined to have a fair value of $5,201,800 (US$4,000,000).  Consequently, Versus LLC became a wholly-owned 

subsidiary of Newco.  This share exchange resulted in a reduction of the Company’s ownership interest in Newco from 

100% to 38.2%. 

 

In addition, the Company acquired full voting control over all of the Newco shares held by the Selling Members in 

exchange for granting them the right to exchange their Newco shares for such number of common shares of the Company 

equal to a total value of US$2,500,000, and common share purchase warrants with a total value of US$1,250,000 at an 

exercise price of $0.20 per share until June 30, 2019.  As a result of this voting control, the Company has consolidated 

the assets, liabilities and results of operations of Versus LLC since the date of acquisition.  Furthermore, the Company 

recorded a non-controlling interest related to the 61.8% interest held by the Selling Members in the net identifiable 

assets of Versus LLC. 

 

In connection with the acquisition of Versus, LLC, the Company acquired intangible assets of $5,921,712 (Note 7). 

 

On November 22, 2016, the Company acquired an additional 500 shares of Newco from one of the Selling Members in 

exchange for 1,441,553 common shares of the Company and 720,766 share purchase warrants that are exercisable at 

$0.20 per share until July 24, 2019.  The common shares and the share purchase warrants were determined to have a 

fair value of $230,648 and $75,600, respectively.  As a result, the Company increased its ownership interest in Newco  

to 40.42% and recorded the excess purchase price over net identifiable assets of $90,908 against reserves. The effect on 

non-controlling interest was a reduction of $215,341, for a balance of $2,999,871. 

 

On September 21, 2017, the Company acquired an additional 174 shares of Newco from one of the Selling Members in 

exchange for 501,660 common shares of the Company and 250,830 share purchase warrants that are exercisable at $0.20 

per share until June 24, 2019.  The common shares and the share purchase warrants were determined to have a fair value 

of $235,780 and $88,470, respectively.  As a result, the Company increased its ownership interest in Newco to 41.3% 

and recorded the excess purchase price over net identifiable assets of $312,255 against reserves.  The effect on non-

controlling interest was a reduction of $11,995. 

 

On May 21, 2019, the Company acquired an additional 3,186 shares of Newco from one of the Selling Members in 

exchange for 9,184,141 common shares of the Company and 4,592,071 share purchase warrants that are exercisable at 

$0.20 per share until June 30, 2019.  The common shares and the share purchase warrants were determined to have a 

fair value of $1,882,749 and $156,389, respectively.  As a result, the Company increased its ownership interest in Newco 

to 66.5% and recorded the excess purchase price over net identifiable liabilities of $4,644,719 against reserves.  The 

effect on non-controlling interest was a reduction of $2,605,582. 

 
On June 21, 2019, the Company acquired an additional 16 shares of Newco from one of the Selling Members in 

exchange for 45,185 common shares of the Company and 22,592 share purchase warrants that are exercisable at $0.20 

per share until June 30, 2019.  The common shares and the share purchase warrants were determined to have a fair value 

of $9,263 and $3,389, respectively.  As a result, the Company increased its ownership interest in Newco to 66.8% and 

recorded the excess purchase price over net identifiable assets of $34,714 against reserves. The effect on non-controlling 

interest was a reduction of $22,061. 
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6. BUSINESS COMBINATION WITH VERSUS LLC (continued) 

 

The following table presents summarized financial information before intragroup eliminations for the non-wholly owned 

subsidiary as at June 30, 2020 and December 31, 2019:  

 

 2020 2019 

Non-controlling interest percentage 33.2% 33.2% 

 ($) ($) 

Assets   

Current 371,192 103,398 

Non-current 3,478,986 3,739,445 

 3,850,178 3,842,843 

   

Liabilities   

Current 2,161,882 823,285 

Non-current 22,484,061 17,851,531 

 24,645,943 18,674,816 

Net liabilities (20,795,765) (14,831,973) 

Non-controlling interest (7,143,590) (6,024,450) 

 

 

Loss and comprehensive loss (3,370,904) (6,671,113) 

   

Loss and comprehensive loss attributed to non-controlling interest (1,119,140) (2,758,484) 
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7. INTANGIBLE ASSETS 

 

Intangible assets are comprised of a business-to-business software platform that allows video game publishers and 

developers to offer prize-based matches of their games to their players.  The intangible asset was acquired in the business 

combination with Versus LLC as described in Note 6. In addition, the Company continues to develop new apps, therefore 

additional costs were capitalized during the six month period ended June 30, 2020. 

 

 Software 

 ($) 

Cost  

At December 31, 2018 9,797,209 

   Additions 1,939,858 

At December 31, 2019 11,737,067 

   Additions 810,293 

At June 30, 2020 12,547,360 

  

Accumulated amortization  

At December 31, 2018 6,426,130 

   Amortization 2,530,590 

At December 31, 2019 8,956,720 

   Amortization 953,230 

At June 30, 2020 9,909,950 

  

 

Carrying amounts  

At December 31, 2019 2,780,347 

At June 30, 2020 2,637,410 

  

 

8. ACCOUNTS PAYABLE AND ACCRUED LIABILITIES 

 

The Company’s accounts payable and accrued liabilities are comprised of the following: 

 

 June 30,  2020 

December 31, 

2019 

 ($) ($) 

Accounts payable 675,942 446,988 

Due to related parties 570,232 492,181 

Accrued liabilities 395,373 36,236 

 1,641,547 974,405 
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9. GOVERNMENT AND NOTES PAYABLE 

 

During the six month period ended June 30, 2020, the Company issued unsecured notes payable for total proceeds of 

CDN$443,118 from director and officers of the Company who are also a shareholders.  The loans bear interest at the 

prime rate which was ranged from 2.45% to 3.95% per annum for the six months ended June 30, 2020, compounded 

annually and payable quarterly, and had a maturity date of three years from the date of issuance. The notes were 

considered below the Company’s estimated market borrowing rate of 10% and as such, a contribution benefit of $92,791 

was recorded in reserves. As at June 30, 2020, the Company had recorded $368,296 in accrued interest which was 

included in accounts payable and accrued liabilities.  

 

During the year ended December 31, 2019, the Company issued unsecured notes payable for total proceeds of 

CDN$2,633,667 from director and officers of the Company who are also shareholders.  The loans bear interest at the 

prime rate which was 3.95% per annum at December 31, 2019, compounded annually and payable quarterly, and had a 

maturity date of three years from the date of issuance. The notes were considered below the Company’s estimated 

market borrowing rate of 10% and as such, a contribution benefit of $368,296 was recorded in reserves. As at December 

31, 2019, the Company had recorded $249,496 in accrued interest which was included in accounts payable and accrued 

liabilities.  

 

During the six months ended June 30, 2020, the Company recorded finance expense of $169,064 (June 30, 2019 - 

$123,766), related to bringing the notes to their present value. 

 

              Amount 

                                        ($) 

Balance at December 31, 2018 3,478,956 

Proceeds 2,633,667 

Repayments (1,258,194) 

Contribution benefit (297,110) 

Finance expense 257,448 

Balance, December 31, 2019 4,814,767 

Proceeds 443,118 

Repayments - 

Contribution benefit   (69,668) 

Finance expense 169,064 

Balance, June 30, 2020 5,357,281 

 

 

In May 2020, the Company received loan proceeds in the aggregate amount of  $829,937 under the Paycheck 

Protection Program (“PPP”). The PPP, established as part of the CARES Act within the United States of America in 

response to the COVID-19 pandemic, provides for loans to qualifying businesses. A portion of the loans and accrued 

interest are forgivable as long as the borrower uses the loan proceeds for eligible purposes, including payroll, benefits, 

rent and utilities, and maintains its payroll levels. The amount of loan forgiveness will be reduced if the borrower 

terminates employees or reduces salaries. No collateral or guarantees were provided in connection with the PPP loans. 

 

The unforgiven portion of the PPP loans is payable over two years at an interest rate of 1%, with a deferral of payments 

for the first six months. The Company intends to use the proceeds for purposes consistent with the PPP. For the six 

months ended June 30, 2020 the Company had incurred eligible payroll cost of $207,484 which were offset against 

the loan balance. 
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10. SHARE CAPITAL AND RESERVES 

 

 a) Authorized share capital 

 

 An unlimited number of common shares without par value and 5,057 Class “A” shares, Series 1.  The Class “A” 

shares, Series 1 are non-voting and are convertible into common shares at any time on the basis of 6.67 common 

shares for each Class “A” Series I share held.   

 

b) Issued share capital 

 

During the six month period ended June 30, 2020, the Company:  

 

i) issued, 2,400,000 units at a price of $0.25 per unit for total proceeds of $600,000.  Each unit consisted of one 

common share and a one half share purchase warrant for each share purchased.  Each warrant entitles the 

holder to purchase one additional common share at a price of $0.40 until February 13, 2021. 

 

ii) entered into a Mutual Investment Agreement with Animoca Brands Inc. in which the Company issued 

3,036,739 shares of the Company’s common stock with a value of $698,446 in exchange for 4,327,431 shares 

of Animoca Brands common stock. On the same date, the Company issued an additional 1,293,426 shares of 

the Company’s common stock with a value of $349,225 to Animoca Brands in exchange for marketing 

services. The Company subsequently sold all of its shares of Animoca Brands and recognized a loss of 

$508,050. 

 

iii) issued 5,233,333 common shares pursuant to exercise of warrants and stock options  for total proceeds of 

$785,600. 

 

During the year ended December 31, 2019, the Company:  

 

i) issued, 9,987,655 units at a price of $0.18 per unit for total proceeds of $1,797,778.  Each unit consisted of 

one common share and a one common stock warrant for each share purchased.  Each warrant entitles the 

holder to purchase one additional common share at a price of $0.30 until February 14, 2021. 

 

ii)  issued, 17,517,500 units pursuant to a private placement at a price of $0.20 per unit for total proceeds of 

$3,503,500.  Each unit consisted of one common share and a one common stock warrant for each share 

purchased.  Each warrant entitles the holder to purchase one additional common share at a price of $0.35 

until July 26, 2021. 

 

iii)  issued, 4,545,454 units at a price of $0.22 per unit for total proceeds of $1,000,000. Each unit consisted of 

one common share and one common stock warrant for each share purchased. Each warrant entitles the holder 

to purchase one additional common share at a price of $0.35 until August 9, 2021. 

 

iv) issued 9,229,326 common shares at a value of $1,892,012 on acquisition of Newco shares (Note 6). 

 

v) issued 2,529,805 common shares pursuant to the exercise of share purchase warrants and stock options for 

total proceeds of $425,417. 
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10. SHARE CAPITAL AND RESERVES (continued) 

 

b) Issued share capital (continued) 

 

Escrow 

 

At June 30, 2020, 5,000 common shares (December 31, 2019 – 5,000) of the Company are held in escrow due to 

misplaced share certificates originally issued to three individual shareholders.   

 

Pursuant to an escrow agreement dated June 30, 2016, 12,431,791 common shares will be held in escrow. A total 

of 10% of the escrow shares were released on June 30, 2016, and the remainder will be released in equal tranches 

of 15% every nine months thereafter.  As at June 30, 2020 and December 31, 2019 there were no common shares 

remaining in escrow. 

 

c) Stock options 

 

Pursuant to the policies of the CSE, the Company may grant incentive stock options to its officers, directors, 

employees and consultants.  The Company has implemented a rolling Stock Option Plan (the “Plan”) whereby the 

Company can issue up to 10% of the issued and outstanding common shares of the Company.  Options have a 

maximum term of ten years and vesting is determined by the Board of Directors. 

 
A continuity schedule of outstanding stock options is as follows:   

 

 Number Outstanding  

Weighted Average 

Exercise Price 

  ($) 

Balance – December 31, 2018 8,792,382 0.31 

Granted  7,720,000 0.33 

Exercised (50,000) 0.22 

Forfeited                  (248,000) 0.42 

Balance –December 31, 2019 16,214,382 0.32 

Granted  - - 

Exercised (10,000) 0.21 

 Forfeited (1,453,500) 0.37 

Balance – June 30, 2020 14,750,882 0.32 

 

 

During the six months ended June 30, 2020, no stock options were granted by the Company. During the six months 

ended June 30, 2020, the Company recorded share-based compensation of $465,658 (June 30, 2019 - $408,374) 

relating to options vested during the year. 

 

During the year ended December 31, 2019, the Company granted a total of 7,720,000 stock options with a fair 

value of $1,724,580 (or $0.22 per option).  
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10. SHARE CAPITAL AND RESERVES (continued) 

 

 c) Stock options (continued) 

 

The Company used the following assumptions in calculating the fair value of stock options for the year ended 

December 31, 2019: 

 

 

 December 31, 

2019 

Risk-free interest rate  1.59% 

Expected life of options  5.0 years 

Expected dividend yield  Nil 

Volatility  95.8% 

 

At June 30, 2020, the Company had incentive stock options outstanding as follows: 

 

Expiry Date 

Options 

Outstanding 

Options  

Exercisable 

Exercise  

Price 

Weighted Average 

Remaining Life 

   ($) (years) 

July 13, 2021 5,202,382 5,202,382 0.27 1.03 

March 17, 2022 374,000 322,625 0.44 1.71 

May 18, 2022 158,000 121,792 0.49 1.88 

September 14, 2022 1,186,500 805,987 0.35 2.21 

June 6, 2023 225,000 98,438 0.46 2.93 

September 4, 2023 205,000 80,078 0.25 3.18 

October 18, 2023 50,000 18,750 0.22 3.20 

April 2, 2024 1,750,000 283,333 0.21 3.76 

June 27, 2024 100,000 50,000 0.21 3.99 

September 27, 2024 5,300,000 1,104,167 0.38 4.25 

October 22, 2024 200,000 25,000 0.33 4.31 

 14,750,882 8,112,552 0.30 2.76 
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10.  SHARE CAPITAL AND RESERVES (continued) 

 

d) Share purchase warrants 

 

A continuity schedule of outstanding share purchase warrants is as follows:   

 

 Number Outstanding 

Weighted Average 

Exercise Price 

  ($) 

Balance –  December 31, 2018 23,496,168 0.31 

Exercised (2,479,805) 0.17 

Expired (5,563,667) 0.20 

Issued 37,589,807 0.32 

Balance – December 31, 2019 53,042,503 0.33 

Exercised                        (5,223,333) 0.15 

Expired                        (2,059,430) 0.32 

Issued 1,200,000 0.40 

Balance – June 30, 2020 46,959,740 0.35 

 

 

During the six month period ended June 30, 2020, the Company: 

 

 

i) On February 13, 2020, the Company completed a unit private placement which included 1,200,000 share 

purchase warrants exercisable at $0.40 per share for a period of two years.  The share purchase warrants 

were determined to have a fair value of $Nil using the residual value method. 

 

 

During the year ended December 31, 2019, the Company:   

 

i) On February 14, 2019, the Company completed a unit private placement which included 9,987,655 share 

purchase warrants exercisable at $0.30 per share for a period of two years.  The share purchase warrants 

were determined to have a fair value of $199,753 using the residual value method. 

 

ii) On February 14, 2019, the Company completed a unit private placement which included 699,135 broker 

warrants exercisable at $0.18 per share for a period of two years.  The share purchase warrants were 

determined to have a fair value of $61,843 using the Black Scholes option pricing model. 

 

iii) On July 26, 2019, the Company completed a unit private placement which included 17,517,500 share 

purchase warrants exercisable at $0.35 per share for a period of two years. The share purchase warrants 

were determined to have a fair value of $Nil using the residual method. 

 

iv) On July 26, 2019, the Company issued 225,400 agent warrants exercisable to purchase additional shares 

at a price of $0.35 per share for a period of 24 months from closing. The agent warrants were determined 

to have a fair value of $20,985. 
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10.  SHARE CAPITAL AND RESERVES (continued) 

 

d) Share purchase warrants (continued) 

 

 

i) On August 9, 2019, the Company completed a unit private placement which included 4,545,454 share 

purchase warrants exercisable at $0.35 per share for a period of two years. The share purchase warrants 

were determined to have a fair value of $Nil using the residual method. 
 

ii) The Company issued 4,614,663 warrants at a value of $159,778 for the acquisition of Newco shares (Note 

6). 
 

 

                   The Company used the following assumptions in calculating the fair value of the warrants for the period ended: 

 

 

 December 31, 

2019 

Risk-free interest rate  1.77% 

Expected life of options  2.0 years 

Expected dividend yield  Nil 

Volatility  107.14% 

Weighted average fair value per 

warrant 

 $0.04 

 

 

At June 30, 2020, the Company had share purchase warrants outstanding as follows: 

 

Expiry Date 

Warrants 

Outstanding 

Exercise  

Price 

Weighted Average 

Remaining Life 

  ($) (years) 

July 11, 2020 682,500 0.40 0.03 

July 11, 2020 501,475 0.30 0.03 

July 31, 2020 225,400 0.35 0.03 

August 13, 2020 3,947,834 0.40 0.12 

February 13, 2021 1,200,000 0.40 0.63 

February 14, 2021 9,717,655 0.30 0.63 

February 14, 2021 671,922 0.18 0.63 

July 26, 2021 17,517,500 0.35 1.07 

August 9, 2021 4,545,454 0.35 1.11 

March 17, 2022 7,950,000 0.40 1.71 

 46,959,740 0.34 0.76 
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10.  SHARE CAPITAL AND RESERVES (continued) 

 

e) Performance warrants 

 

On September 30, 2016, the Company issued 10,003,776 performance warrants with a fair value of $1,725,496.  

These performance warrants vested during the year ended December 31, 2019.   
 

 

At June 30, 2020, the Company had performance warrants outstanding as follows: 

 

Expiry Date 

Performance 

Warrants 

Outstanding 

Performance 

Warrants 

Exercisable 

Exercise  

Price Remaining Life 

   ($) (years) 

June 30, 2021 10,003,776 10,003,776 0.25 1.00 

 

 

11. RELATED PARTY TRANSACTIONS 

 

The following summarizes the Company’s related party transactions, not disclosed elsewhere in these consolidated 

financial statements, during the six months ended June 30, 2020 and 2019.  Key management personnel includes the 

Chief Executive Officer (“CEO”), Chief Financial Officer (“CFO”) and certain directors and officers and companies 

controlled or significantly influenced by them. 

 

 

Key Management Personnel 2020 2019 

 ($) ($) 

Short-term employee benefits paid or accrued to the CEO of the Company, including share-

based compensation vested for incentive stock options and performance warrants. 238,553 235,624 

Short-term employee benefits paid or accrued to the CFO of the Company, including share-

based compensation vested for incentive stock options and performance warrants. 235,872 89,631 

Short-term employee benefits paid or accrued to a member of the advisory board of the 

Company, including share-based compensation vested for incentive stock options and 

performance warrants. 35,191 188,416 

Short-term employee benefits paid or accrued to the Vice President of Engineering of the 

Company, including share-based compensation vested for incentive stock options and 

performance warrants. 245,353 37,022 

Short-term employee benefits paid or accrued to certain directors and officers of the 

company, including share-based compensation vested for incentive stock options and 

performance warrants. 194,296 28,562 

   

Total 949,265 579,255 
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11. RELATED PARTY TRANSACTIONS (continued) 

 

Other Related Party Payments 

 

Office sharing and occupancy costs of $42,000 (June 30, 2019 - $46,200) were paid or accrued to a corporation that 

shares management in common with the Company. 

 

Amounts Outstanding 

 

a) At June 30, 2020, a total of $570,232 (December 31, 2019 - $492,181) was included in accounts payable and 

accrued liabilities owing to officers, directors, or companies controlled by them. These amounts are unsecured 

and non-interest bearing. 
 

b) At June 30, 2020 a total of $5,735,820 (December 31, 2019 - $5,470,000) of long term notes was payable to a 

director and the CEO of the Company (Note 9).  

 

 

12. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 

  

 Financial risk management 

 

Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy according 

to the relative reliability of the inputs used to estimate the fair values.  The three levels of the fair value hierarchy are: 

 

Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities; 

 

Level 2 – Inputs other than quoted prices that are observable for the asset or liability either 

 directly or indirectly; and 

 

Level 3 – Inputs that are not based on observable market data. 

 

 The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk management 

framework.  The Company’s financial instruments consist of cash, receivables, restricted deposit, accounts payable and 

accrued liabilities and government loan notes payable. 

 

The fair value of cash, receivables, accounts payable and accrued liabilities approximate their book values because of 

the short-term nature of these instruments. The fair value of notes payable approximates its book value as it was 

discounted using a market rate of interest. 

 

Credit risk 

 

 Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails to meet its payment 

obligations.  The Company has no material counterparties to its financial instruments with the exception of the financial 

institutions which hold its cash.  The Company manages its credit risk by ensuring that its cash is placed with a major 

financial institution with strong investment grade ratings by a primary ratings agency.  The Company’s receivables 

consist of goods and services tax due from the government.   
 

Financial instrument risk exposure 

 

 The Company is exposed in varying degrees to a variety of financial instrument related risks.  The Board approves and 

monitors the risk management processes. 
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12. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT (continued) 

 

Liquidity risk 

 

 The Company’s cash is invested in business accounts which are available on demand. The Company  raised additional 

capital subsequent to June 30, 2020 (Note 17). The Company’ cash position is not sufficient to meet all financial 

liabilities currently outstanding and expected to be incurred over the next twelve months. Accordingly, the Company is 

exposed to liquidity risk. 

 

Interest rate risk 

 

 The Company’s bank account earns interest income at variable rates and the notes payable bear interest at the prime 

lending rate.  The fair value of its portfolio is relatively unaffected by changes in short-term interest rates.  A 1% change 

in interest rates would have no significant impact on profit or loss for the six month period ended June 30, 2020. 

 

Foreign exchange risk 

 

Foreign currency exchange rate risk is the risk that the fair value of financial instruments or future cash flows will 

fluctuate because of changes in foreign exchange rates.  The Company operates in Canada and the United States.    

 

 

The Company was exposed to the following foreign currency risk as at June 30, 2020 and December 31, 2019: 

 

 June 30,  

2020 

December 31,  

2019 

 (US$) (US$) 

Cash                           152,094                             72,097 

Lease obligations    (688,921)   (768,563) 

Deferred revenue (603,405) - 

Accounts payable and accrued liabilities                         (786,153)                         (445,660) 

                        (1,926,385) (1,142,126) 

 

As at June 30, 2020, with other variables unchanged, a +/- 10% change in the United States dollar to Canadian dollar 

exchange rate would impact the Company’s net loss by $193,000 (December 31, 2019 - $148,000). 

 

13. MANAGEMENT OF CAPITAL  

 

The Company manages its capital structure and makes adjustments to it, based on the funds available to the Company.  

Capital consists of items within equity (deficiency).  The Board of Directors does not establish quantitative return on 

capital criteria for management, but rather relies on the expertise of the Company's management to sustain future 

development of the business.  The Company is not subject to any externally imposed capital requirements. 

 

The Company remains dependent on external financing to fund its activities. In order to sustain its operations, the 

Company will spend its existing cash on hand and raise additional amounts as needed until the business generates 

sufficient revenues to be self-sustaining.  Management reviews its capital management approach on an ongoing basis 

and believes that this approach, given the relative size of the Company, is reasonable.  

 

In order to maximize ongoing corporate development efforts, the Company does not pay out dividends. The Company’s 

investment policy is to keep its cash treasury invested in certificates of deposit with major financial institutions.   

 

There have been no changes to the Company’s approach to capital management during the six month period ended June 

30, 2020. 
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14. GEOGRAPHICAL SEGMENTED INFORMATION  

 

The Company is engaged in one business activity, being the development of a business-to-business software platform  

that allows video game publishers and developers to offer prize-based matches of their games to their players. 

Revenue earned during the six months ended June 30, 2020 is from a customer based in the United States. 

 

Details of identifiable assets by geographic segments are as follows: 

 

 Restricted 

deposits 

 

 Deposits 

Property and 

equipment 

Intangible 

assets 

     

June 30, 2020     

 Canada $ 11,497 $ - $ 81,967 $ - 

 USA  -  136,000  690,235  2,637,410 

     

 $ 11,497 $ 136,000 $ 772,202 $ 2,637,410 

     

December 31, 2019     

 Canada $ 11,500 $ - $ 119,797 $ - 

 USA  -  129,897  829,201  2,780,347 

     

 $ 11,500 $ 129,897 $ 948,998 $ 2,780,347 

 

 

 

15. SUPPLEMENTAL CASH FLOW INFORMATION  

 2020 2019 

 ($) ($) 

Non-cash investing and financing activities:   

Contribution benefit on low interest rate notes (Note 9) 69,668 182,299 

Shares issued to acquire Newco shares (Note 6) - 1,892,012 

   

Interest paid during the period - 56,144 

Income taxes paid during the period - - 
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16. LEASE OBLIGATIONS AND COMMITMENTS  

  

Lease Liabilities 

  $ 

Lease liabilities recognized as of January 1, 2020  1,122,400  

Lease payments made            (205,280) 

Interest expense on lease liabilities               44,151  

Foreign exchange adjustment               68,932                       

   1,030,203  

Less: current portion  (342,327) 

At June 30, 2020   687,876  

 

 

On August 1, 2015, the Company entered into a cost sharing arrangement agreement for the provision of office space 

and various administrative services.  In May of 2018, the Company extended the cost sharing arrangement to June of 

2021 at a monthly fee of $7,000 plus GST per month. 

 

Year Amount 

 ($) 

2020 (remaining) 42,000 

2021 49,000 

 

On September 6, 2017, the Company entered into a rental agreement for office space in Los Angeles, USA.  Under the 

terms of the agreement the Company will pay monthly rent starting at US$17,324 per month commencing on October 

1, 2017 until September 30, 2022.  

 

Year Amount 

 (US$) 

2020 (remaining)  121,444  

2021  251,384  

2022  260,185  

2023 131,576  
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17. SUBSEQUENT EVENTS 

 

 

i)         On July 17, 2020, the Company issued, 2,760,500 units at a price of $0.25 per unit for total proceeds of $690,125. 

 

ii) On July 31, 2020, the Company issued 2,737,825 options with an exercise price of $0.25 per share which expire on July 

31, 2025. 

 

iii)  On August 10, 2020, the Company issued 200,000 options with an exercise price of $0.25 per share which expire on 

August 10, 2025. 

 

vi) From July to August 31, 2020, the Company issued additional notes payables to a director for an accumulated amount 

of $185,000. The notes bear interest at the applicable prime rate and interest accrues quarterly. 
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Notice to Reader 
 

Versus Systems Inc. (the "Company") has restated its unaudited condensed interim consolidated financial 
statements for the six months ended June 30, 2020 and has restated its management’s discussion and analysis for the 
six months ended June 30, 2020 (the “interim MD&A”) which were both previously filed on SEDAR (the “interim 
financial statements”). Subsequent to the original issuance of the interim financial statements and interim MD&A, the 
Company’s external auditors performed an interim review over the interim financial statements and interim MD&A 
and as a result of this review, it was concluded that there were accounting errors in the previously filed interim financial 
statements and interim MD&A. These errors have been corrected in the restated unaudited condensed interim 
consolidated financial statements for the six months ended June 30, 2020 and the restated MD&A. 
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Introduction 
 
Versus Systems Inc. (the “Company”) is a publicly traded company continued under the Business Corporations Act 
(British Columbia) effective January 7, 2007.  The Company is a reporting issuer in British Columbia, Alberta, Ontario 
and Quebec, and its common shares are listed and posted for trading on the Canadian Securities Exchange (“CSE”) 
under the trading symbol "VS" and on the OTCQB market under the trading symbol “VRSSF”.  The Company’s 
offices are located at 302 – 1620 West 8th Avenue, Vancouver, BC, V6J 1V4. 
 
The Company was previously engaged in the acquisition, exploration and development of natural resource properties 
in North America.  However, on June 30, 2016 the Company completed a fundamental change of business through 
the acquisition of Versus LLC, a California based technology company that has developed state-of-the art video game 
and e-sports tournament software that allows video game publishers/developers to offer prize-based tournaments of 
their games.   
 
In accordance with Form 51-102F1, the following Management’s Discussion & Analysis ("MD&A") provides a 
review of activities, results of operations and financial condition of the Company for the six month period ended June 
30, 2020.  The following discussion and analysis should be read in conjunction with the Company’s audited 
consolidated financial statements for the years ended December 31, 2019 and 2018 which were prepared in accordance 
with International Financial Reporting Standards (“IFRS”) issued by the International Accounting Standards Board 
(“IASB”) and Interpretations of the International Financial Reporting Interpretations Committee (“IFRIC”).  All 
monetary amounts, unless otherwise indicated, are expressed in Canadian dollars. 
 
 
Forward-Looking Statements 
 
Except for statements of historical fact, this MD&A contains certain "forward-looking information" within the 
meaning of applicable securities law.  Forward-looking information is frequently characterized by words such as 
"plan", "expect", "project", "intend", "believe", "anticipate", "estimate" and other similar words, or statements that 
certain events or conditions "may" or "will" occur.  In particular, forward-looking information in this MD&A includes, 
but is not limited to, statements with respect to future events and is subject to certain risks, uncertainties and 
assumptions.  Although we believe that the expectations reflected in the forward-looking information are reasonable, 
there can be no assurance that such expectations will prove to be correct.  We cannot guarantee future results, 
performance or achievements.  Consequently, there is no representation that the actual results achieved will be the 
same, in whole or in part, as those set out in the forward-looking information. 
 
Forward-looking information is based on the opinions and estimates of management at the date the statements are 
made and is subject to a variety of risks and uncertainties and other factors that could cause actual events or results to 
differ materially from those anticipated in the forward-looking information.  Some of the risks and other factors could 
cause results to differ materially from those expressed in the forward-looking statements include, but are not limited 
to: limited operating history; regulatory risks; changes in laws, regulations and guidelines; failure to retain existing 
users or add new users; reliance on management and key personnel lack of demand; competition; rapid technological 
change; online commerce security risks; and the other factors described herein under "Risks and Uncertainties" as 
well as in our public filings available at www.sedar.com.  Readers are cautioned that this list of risk factors should not 
be construed as exhaustive.   
 
  

http://www.sedar.com/
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Forward-Looking Statements (continued) 
 
The forward-looking information contained in this MD&A is expressly qualified by this cautionary statement.  We 
undertake no duty to update any of the forward-looking information to conform such information to actual results or 
to changes in our expectations except as otherwise required by applicable securities legislation.  Readers are cautioned 
not to place undue reliance on forward-looking information. 
 
Business Combination with Versus LLC  

 
On June 26, 2016, the Company acquired a 37.5% ownership interest in Versus LLC, a privately held limited liability 
company organized under the laws of the state of Nevada, from existing members (the “Selling Members”) in 
consideration of a cash payment of $1,962,722 (US$1,500,000).  Versus LLC is a technology company that is 
developing a business-to-business software platform that allows video game publishers and developers to offer prize-
based matches of their games to their players. 

 
On June 30, 2016, the Company and the Selling Members exchanged 100% of their ownership units in Versus LLC 
for 8,950.05 common shares of Opal Energy (Holdco) Corp. (“Newco”), since renamed Versus Systems (Holdco) 
Inc., determined to have a fair value of $5,201,800 (US$4,000,000).  Consequently, Versus LLC became a wholly-
owned subsidiary of Newco.  This share exchange resulted in a reduction of the Company’s ownership interest in 
Newco from 100% to 38.2%. 

 
In addition, the Company acquired full voting control over all of the Newco shares held by the Selling Members in 
exchange for granting them the right to exchange their Newco shares for such number of common shares of the 
Company equal to a total value of US$2,500,000, and common share purchase warrants with a total value of 
US$1,250,000 at an exercise price of $0.20 per share until June 30, 2019.  As a result of this voting control, the 
Company has consolidated the assets, liabilities and results of operations of Versus LLC since the date of acquisition.  
Furthermore, the Company recorded a non-controlling interest related to the 61.8% interest held by the Selling 
Members in the net identifiable assets of Versus LLC. 
 
In connection with the acquisition of Versus, LLC, the Company acquired intangible assets of $5,921,712. 
 
On November 22, 2016, the Company acquired an additional 500 shares of Newco from one of the Selling Members 
in exchange for 1,441,553 common shares of the Company and 720,766 share purchase warrants that are exercisable 
at $0.20 per share until July 24, 2019.  The common shares and the share purchase warrants were determined to have 
a fair value of $230,648 and $75,600, respectively.  As a result, the Company increased its ownership interest in 
Newco to 40.42% and recorded the excess purchase price over net identifiable assets of $90,908 against reserves. The 
effect on non-controlling interest was a reduction of $215,341, for a balance of $2,999,871. 
 
On September 21, 2017, the Company acquired an additional 174 shares of Newco from one of the Selling Members 
in exchange for 501,660 common shares of the Company and 250,830 share purchase warrants that are exercisable at 
$0.20 per share until June 24, 2019.  The common shares and the share purchase warrants were determined to have a 
fair value of $235,780 and $88,470, respectively.  As a result, the Company increased its ownership interest in Newco 
to 41.3% and recorded the excess purchase price over net identifiable assets of $312,255 against reserves.  The effect 
on non-controlling interest was a reduction of $11,995. 
 
On May 21, 2019, the Company acquired an additional 3,186 shares of Newco from one of the Selling Members in 
exchange for 9,184,141 common shares of the Company and 4,592,071 share purchase warrants that are exercisable 
at $0.20 per share until June 30, 2019.  The common shares and the share purchase warrants were determined to have 
a fair value of $1,882,749 and $156,389, respectively.  As a result, the Company increased its ownership interest in 
Newco to 66.5% and recorded the excess purchase price over net identifiable liabilities of $4,644,719 against reserves.  
The effect on non-controlling interest was a reduction of $2,605,582. 
 



VERSUS SYSTEMS INC. 
Restated Management’s Discussion and Analysis 
Six Month Period Ended June 30, 2020 

 
 
 

Page | 5  
 

Business Combination with Versus LLC (continued) 
 
On June 21, 2019, the Company acquired an additional 16 shares of Newco from one of the Selling Members in 
exchange for 45,185 common shares of the Company and 22,592 share purchase warrants that are exercisable at $0.20 
per share until June 30, 2019.  The common shares and the share purchase warrants were determined to have a fair 
value of $9,263 and $3,389, respectively.  As a result, the Company increased its ownership interest in Newco to 
66.8% and recorded the excess purchase price over net identifiable assets of $34,714 against reserves. The effect on 
non-controlling interest was a reduction of $22,061. 
 
About Versus LLC 
 
Versus is a limited liability company organized under the laws of the state of Nevada and headquartered in Los 
Angeles, California.   
 
Versus offers a business-to-business software platform that allows video game publishers and developers, as well as 
other content creators, to offer in-game prizing, based on the completion of in-game challenges.  The prizes available 
are specific to each player based on a variety of characteristics, including age, location, game played, and challenged 
played.  The Versus platform facilitates several types of single player prize challenges that includes a wide range of 
prize types including, coupons, sweepstakes-style prizes, consumer packaged goods (“CPG”) and downloadable 
content (“DLC”).   Versus sells the opportunity to place in-game prizes to advertisers who wish to place product in-
game, sharing a certain portion of the gross receipts with the content and game owners.  Current agreements range 
from 50% to 60% of revenue being shared with the publisher/developers, with the remaining 50% to 40% of gross  
receipts belonging to Versus.  The portion of gross receipts that belongs to Versus is recognized as revenue according 
to Versus’ revenue recognition policy. 
 
Versus is also in the process of prosecuting a number of patents in the areas of player verification and authentication, 
so that players’ identities, ages, and locations can be assessed accurately prior to any real-money game is played.  
Versus is also in the process of prosecuting patents in the area of conditional prize distribution, such that each player 
can receive prizes that are intended to be legal in his or her jurisdiction.  Versus intends to make its platform legal for 
all players, of all ages, everywhere that Versus-enabled games are played. 
 
While Versus is in negotiations with a number of video game publisher/developers, the Versus platform is currently 
available in HP’s Omen Command Center, Ludare Games Group’s Men-in-Black, and GameCake’s Emoji Charades.  
At present Versus has generated limited revenue from operations.  
 
Versus-enabled game play is currently available in the United States and Canada.  Versus intends to expand into 
Europe and Asia, according to the release schedules of the prospective Versus developer/publisher partners.  As Versus 
will be integrated directly into the developers’ and publishers’ video games, the majority of the marketing 
spend/customer acquisition costs will be borne by the publisher developers when they release their games. 
 
 
 
 
 
 
 
 
 
 
 
 
 



VERSUS SYSTEMS INC. 
Restated Management’s Discussion and Analysis 
Six Month Period Ended June 30, 2020 

 
 
 

Page | 6  
 

OMEN Command Center Rewards – Powered by Versus Systems  
 
 

  
 

• HP Selects Versus Systems As Its Gaming Rewards Platform for Omen Product Line; 
 

• HP looked to Versus to grow user base, while engaging and retaining users for their gaming hardware 
business. 

 
Overview of the Industry 
 
According to a Newzoo 2018 Global Games Report, the video game industry is over a $159.3 billion-dollar market, 
and has seen enormous change in the last ten years: 
 

The way games are run has changed completely in only 10 years, from both an organizational and a 
business perspective, regardless of platform. Add to that the ongoing global alignment of distribution 
channels, franchises, and business models and it becomes clear that this is more than several individual 
trends happening simultaneously. Ultimately, the consumer has determined the pace of change. No other 
form of entertainment or media gives as much power to the consumer as games. Today, not only do games 
empower people to actively participate, but allow them to enjoy their passion for gaming in ways that suit 
any mood, interest, lifestyle, location, and budget. The viewing experience is part of games’ DNA. Almost 
any new game includes competitive modes that could lead to a professional esports scene, including live 
events, pro-gamer heroes, and teams with millions of fans  

 
There are multiple games that have over one million daily active users, including several competitive multiplayer 
games that have developed their own professional electronic sports (“e-sports”) communities. These e-sports 
competitions regularly draw spectators, both in-person and online, in the millions.  The 2015 world championships of 
Defense of the Ancients (“DOTA”), a multiplayer online battle arena modification for the video game “Warcraft III” 
and its expansions, were held at Madison Square Garden in New York, and more people watched the 2015 League of 
Legends world championship online than watched all of the 2015 Stanley Cup Finals combined.  ESPN Inc. and its 
affiliates now carry news of major e-sports events.   
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Business Combination with Versus LLC (continued) 
 
Future roadmap 
 
Beyond the development of the WINFINITE™ platform and the integration of this platform into popular, global PC 
and console games, Versus is preparing additional intellectual property and software roadmaps for its next stage of 
development.  Versus plans to take advantage of the large and growing video game spectator market by working with 
multiple distribution channels, including YouTube, Twitch, and even the traditional media of television.  Versus 
believes that viewers who already consume video game content at astonishing rates will be even more engaged with 
the addition of rewards.  
 
Versus is also pursuing a number of patents in and around the potential gaming space that could make its patent 
portfolio easier to license or more valuable to any number of potential licensees in the entertainment vertical.   
 
Recent Business Developments and Milestones 
 
Men in Black Launch: 
 
On November 6th, 2019, Ludare Games Group announced that a new in-game rewards feature powered by Winfinite 
is now live via an update to "Men in Black: Global Invasion," a location-based, augmented reality game based on 
the Men in Black film franchise. 
 
HP Omen Rewards Launch 
 
On August 21st, 2019, Versus announced its patented WINFINITE technology is powering OMEN Rewards, a real-
world prizing platform built into OMEN Command Center and available for download by any Win10 PC via the 
Windows Store. OMEN Rewards will allow everyone running the OMEN Command Center app to play their favorite 
games for real-world prizes, gift cards, trips and experiences. The OMEN Rewards Beta is now available in the United 
States with plans to expand to other regions in the future. 
 
Emoji Charades Launch 
 
On March 21, 2019, Versus announced that its partner GameCake, developer and publisher of Emoji Charades, 
launched prizing through Versus’ WINFINITE platform.  Multiple in-game promotions are now available to winning 
players. 
 
White Castle Partnership 
 
On August 14, 2018, the Company announced it partnered with White Castle, America's first fast-food hamburger 
chain, to use the WINFINITE platform to offer fans the chance to win White Castle products as prizes. Video game 
publishers and developers are able to use WINFINITE's new location targeting feature to offer the prizes for in-game 
achievements based on the player's proximity to certain White Castle locations. The first test of the prizing partnership 
will provide players with the ability to win rewards from select White Castle locations in the Louisville, Kentucky 
metropolitan area.  
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Recent Business Developments and Milestones (continued) 
 
Partnership with GameCake 
 
On July 27, 2018, the Company announced that it has entered into partnership with GameCake, a Los Angeles-based 
game developer and Comcast portfolio company. GameCake brings friends and families together with games for the 
devices they already own: streaming media players, Smart TVs, and smart cable boxes. The studio’s first title, Emoji 
Charades, has already garnered multiple “Game of the Day” placements on the App Store worldwide. GameCake will 
integrate Versus’ WINFINITE platform with Emoji Charades to bring real-world prizing into millions of homes. 
 
Product Launch  
 
On April 2, 2018, Versus launched the Company’s WINFINITE™ platform in-game in NASCAR® HEAT Mobile 
on iOS and Android devices. Players in the United States and Canada, excluding Quebec, are eligible to win prizing. 
Initially, downloadable content (DLC) was offered as the primary prize.  By June 2018, real-world prizes were offered, 
including offering over $100,000 of NASCAR race tickets through WINFINITETM to NASCAR Heat Mobile 
players. Other prizes categories included apparel, jewelry, food, beverages, and other consumer goods – over 500,000 
prized sessions in all.  

Across live games, tests, and beta trials, players play 44% more sessions, with longer average session lengths, when 
they play in WINFINITETM mode. People chose to interact directly with the brand’s prizes for almost 15 minutes 
per campaign. WINFINITETM campaign email open rates average over 400% better than industry averages 
according to ConstantContact, and the transaction rates of the number of people who purchase something after being 
exposed to a campaign on WINFINITETM – are 3,500% better than industry averages according to eMarketer. 

Partnership with 704Games 
 
In August 2017, the Company announced that 704Games is working with Versus’ prizing and promotions platform 
to provide players with opportunities for in-game prizing and real-world rewards in their upcoming titles on mobile 
and console.  In spring 2017, 704Games released Nascar Heat Mobile, the first authentic Nascar racing game on 
mobile to feature 40 stock cars racing simultaneously. 704Games also recently announced the upcoming release of 
Nascar Heat 2, which will be available on Xbox One, PlayStation 4 and PC. 
 
"We think this can be a great way to bring new, exciting engagement to our games and also blend in the wide range 
of sponsors across the sport," said Ed Martin, president of 704Games. "We're looking forward to working with 
Versus to see how we can use our games to bring this to the fans." 
 
U.S. Patent Filings 
Versus has filed multiple patent claims with the U.S. Patent and Trademark Office to expand upon its existing portfolio 
of prizing, promotion and financial technologies that enable brands to reach the rapidly growing competitive gaming 
audience of players, spectators and broadcasters. 
 
The Versus patent claims, extending and expanding on claims filed in the United States in 2014 and internationally 
through the patent co-operation treaty in 2015, describe a system that seeks to match competitive game players and 
spectators with prizing from their favourite brands through a unique conditional prize matching system. 
 
On March 14th, 2019, Versus announced that, pursuant to a Versus filing made in 2015, the U.S. Patent and 
Trademark Office (USPTO) has issued U.S. Patent No. 10,242,538, titled "Systems and Methods for Creating 
and Maintaining Real Money Tournaments for Video Games." 

 



VERSUS SYSTEMS INC. 
Restated Management’s Discussion and Analysis 
Six Month Period Ended June 30, 2020 

 
 
 

Page | 9  
 

Recent Business Developments and Milestones (continued) 

The issued patent protects a number of proprietary systems and methods for awarding real money, physical 
goods, digital currencies, and downloadable content to players inside video games and other interactive media. 
Versus uses these patented technologies within their WINFINITE prizing platform, allowing players to play for 
real-world prizes inside their favorite games. 

This granted patent: 

• protects the subject systems and methods until 2035; 

• covers claims around player identification and verification; 

• covers technologies to determine prize eligibility for matches, tournaments, and sweepstakes based on a 
player's age, location, and other characteristics; and 

• describes how the system can award multiple prize types to players that meet a variety of win 
conditions or achievements in-game. 

Developers and publishers that partner with Versus to use the WINFINITE platform will have access to the full 
suite of protected claims that address legal and regulatory compliance dynamically across federal, state, and 
local law - allowing content partners to place prizes in-game, or in-app for their players to earn as they play. 

Overall Performance and Results of Operations  
 
Three Month Period Ended June 30, 2020 
 
During the three month period ended June 30, 2020 (the “Current Quarter”), the Company incurred a loss for the 
period of $2,832,146 compared to $1,655,080 for the three month period ended June 30, 2019 (the “Comparative 
Quarter”).  Operating expenses for the Current Quarter were $2,853,528 compared to $2,022,078 for the Comparative 
Quarter which represented an overall increase of the loss of $831,450 or 41%.  The increase can be attributed to a  
increase of $442,069 in salary and wages due to an increase in headcount and pay rates. In addition, the company had 
a increase of $425,756 in general and administrative expenses to help support the operations along with a $350,316 
increase in professional fees to support the expansion of the company’s product offering. These increases were offset 
by a decrease of $289,902 attributed to intangible amortization. 
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Summary of Quarterly Results 
 
The following table sets out selected unaudited financial information for the eight most recent quarters.  The financial 
data has been prepared in accordance with IFRS. 
 

Three Months Ended 
June 30, 

2020 
March 31, 

2020 
December 31, 

2019 
September 30, 

2019 

 ($) ($) ($) ($) 

Sales 612,366 260 10,598 - 

Loss from Operations (2,241,162) (2,482,594) (1,834,634) (3,723,582) 
Loss attributable to 

shareholders (2,565,322) (1,716,408) (1,373,752) (2,745,180) 
Loss attributable to non-

controlling interest (266,824) (852,316) (524,817) (1,048,149) 

Loss for the period (2,832,146) (2,568,724) (1,898,570) (3,793,328) 
Basic and Diluted Loss per 

Share (0.02) (0.02) (0.01) (0.03) 
 
 

Three Months Ended 
June 30, 

2019 
March 31, 

2019 
December 31, 

2018 
September 30, 

2018 
 ($) ($) ($) ($) 

Sales 431,825 222,499 8 1,612 

Loss from Operations (1,590,253) (2,196,133) (599,174) (2,544,178) 
Loss attributable to 
shareholders (843,394) (1,531,240)  119,031  (1,406,274)  
Loss attributable to non-

controlling interest (811,686) (723,832)  (759,651)  (1,178,788)  

Loss for the period (1,655,080) (2,255,072)  (640,620)  (2,585,062)  
Basic and Diluted Loss per 

Share (0.02) (0.01) (0.01) (0.03) 
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Summary of Quarterly Results (continued) 
 

Note 1: There were no material variations in the results of the Company over the prior eight reporting periods 
with the exception of the following: 

 
a) During the three-month period ended June 30, 2020 the loss for the period increased due to a 

increase in personnel and personnel related charges along with a loss from the sale of a 
investment. 
 

b) During the three-month period ended March 31, 2020 the loss for the period increased due to a 
decrease of revenue and an increase of foreign exchange. 
 

c) During the three-month period ended September 30, 2019, the loss was increased due to an 
increase in salary and wages as the Company looked to expand revenue generating 
opportunities. 
 

d) During the three-month period ended December 31, 2018 the loss for the period was reduced 
due to decrease in share-based compensation and warrant expense. This was offset by the 
increase of amortization of the intangible assets of Versus LLC, an increase in share-based 
compensation and capitalized software. In addition, salaries and general and administrative cost 
increased as the Company was preparing for their first product launch. 
 

e) During the three-month period ended September 30, 2018 through March 31, 2018, the loss for 
the period increased due to the increase of amortization of the intangible assets of Versus LLC, 
an increase in share-based compensation and capitalized software. In addition, salaries and 
general and administrative cost increased as the Company was preparing for their first product 
launch. 

Liquidity and Capital Resources  
 
The Company had cash of $132,680 and working capital deficit of $2,491,990 as at June 30, 2020, compared to a cash 
position of $99,209 and working capital deficit of $1,132,166 as at December 31, 2019.  The increase in the 
Company’s cash position and working capital deficit was related to the Company raising proceeds from this issuance 
of stock and debt offset by increased cost incurred for payroll, professional fees and general and administrative cost 
to grow the business. 
 
Financing activities 
 
On February 13, 2020, the Company issued 2,400,000 units at a price of $0.25 per unit for total proceeds of $600,000.  
Each unit consisted of one common share and a one half share purchase warrant for each share purchased.  Each 
warrant entitles the holder to purchase one additional common share at a price of $0.40 until February 13, 2021. 
 
On April 20, 2020, the Company entered into a Mutual Investment Agreement with Animoca Brands Inc. in which 
the Company issued 3,036,739 shares of the Company’s common stock in exchange for 4,327,431 shares of Animoca 
Brands common stock. On the same date, the Company issued an additional 1,293,426 shares of the Company’s 
common stock to Animoca Brands in exchange for marketing services. 
 
From January 1, 2020 to June 30, 2020, the Company’s warrant holders had exercised 5,223,333 warrants at an 
exercise price of $0.15 per share for total proceeds of $783,500. 
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Liquidity and Capital Resources (continued) 
 
 
On February 14, 2019, the Company issued 9,987,655 units at a price of $0.18 per unit for total proceeds of $1,797,778.  
Each unit consisted of one common share and one of a share purchase warrant wherein each whole warrant entitles 
the holder to purchase one common share at a price of $0.30 until February 14, 2021. 
 
On May 21, 2019, the Company acquired an additional 3,186 shares of Newco from one of the Selling Members in 
exchange for 9,184,141 common shares of the Company and 4,592,071 share purchase warrants that are exercisable 
at $0.20 per share until June 30, 2019.  The common shares and the share purchase warrants were determined to have 
a fair value of $1,882,749 and $156,389, respectively.  As a result, the Company increased its ownership interest in 
Newco to 66.5% and recorded the excess purchase price over net identifiable liabilities of $4,644,719 against reserves.  
The effect on non-controlling interest was a reduction of $2,605,582. 
 
On July 26, 2019, the Company issued 17,517,500 units at a price of $0.20 per unit for total proceeds of $3,503,500.  
Each unit consisted of one common share and a one common stock warrant for each share purchased.  Each warrant 
entitles the holder to purchase one additional common share at a price of $0.35 until July 26, 2021. 
 
On August 9, 2019, the Company issued 4,545,454 units at a price of $0.22 per unit for total proceeds of $1,000,000. 
Each unit consisted of one common share and one common stock warrant for each share purchased. Each warrant 
entitles the holder to purchase one additional common share at a price of $0.35 until August 9, 2021. 
 
During the six months ended June 30, 2020, the Company issued unsecured notes payable for total proceeds of 
CDN$443,118 from director and officers of the Company who are also shareholders. The loans bear interest at the 
prime rate which was ranged from 2.45% to 3.95% for the six months ended June 30, 2020, payable quarterly, and 
had a maturity date of three years from the date of issuance. In addition, the Company issued 5,223,333 common 
shares pursuant to the exercise of share purchase warrants for total proceeds of $783,500. 
 
During the year ended December 31, 2019, the Company issued unsecured notes payable for total proceeds of 
CDN$2,633,677 from director and officers of the Company who are also shareholders. The loans bear interest at the 
prime rate which was 3.95% at December 31, 2019, payable quarterly, and had a maturity date of three years from the 
date of issuance. In addition, the Company issued 2,529,805 common shares pursuant to the exercise of share purchase 
warrants and stock options for total proceeds of $425,417. 
 
In May 2020, the Company received loan proceeds in the aggregate amount of  $829,937 under the Paycheck 
Protection Program (“PPP”). The PPP, established as part of the CARES Act within the United States of America in 
response to the COVID-19 pandemic, provides for loans to qualifying businesses. A portion of the loans and accrued 
interest are forgivable as long as the borrower uses the loan proceeds for eligible purposes, including payroll, benefits, 
rent and utilities, and maintains its payroll levels. The amount of loan forgiveness will be reduced if the borrower 
terminates employees or reduces salaries. No collateral or guarantees were provided in connection with the PPP loans. 
 
The unforgiven portion of the PPP loans is payable over two years at an interest rate of 1%, with a deferral of payments 
for the first six months. The Company intends to use the proceeds for purposes consistent with the PPP. For the six 
months ended June 30, 2020 the Company had incurred eligible payroll cost of $207,484 which were offset against 
the loan balance. 
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Selected Annual Information  
 
The following table sets out selected financial information for the Company for each of the fiscal years ended 
December 31, 2019, 2018 and 2017.  The selected annual information should only be read in conjunction with the 
Company's audited annual financial statements for the fiscal years ended December 31, 2019, 2018 and 2017 including 
the notes thereto. 
 
Statement of Operations, Comprehensive Loss and Deficit Data: 
 

 

Year Ended 
December 31, 

2019 

Year Ended 
December 31, 

2018 

Year Ended 
December 31, 

2017 
 ($) ($) ($) 
Revenue 664,922 1,620 - 
Other income - 1,219 1,150 
Loss from operations (9,370,157) (9,248,487) (6,979,341) 
Loss and comprehensive loss (9,627,605) (9,373,171) (6,982,356) 
Loss per share, basic and diluted (0.06) (0.11) (0.10) 

 
Selected Annual Information (continued) 
 
Balance Sheet Data: 
 

 

As at 
December 31, 

2019 

As at 
December 31, 

2018 

As at 
December 31, 

2017 
 ($) ($) ($) 

Current Assets 171,612 101,150 272,452 
Total Assets 4,042,354 3,679,140 4,997,322 
Current Liabilities 1,303,778 1,035,744 479,868 
Long Term Debt 5,608,794 3,478,956 747,322 
Non-Controlling Interest (Deficit) (6,024,450) (5,893,609) (1,151,915) 
Shareholders' Equity (Deficiency) (2,870,218) 3,679,140 4,922,047 
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Transactions with Related Parties  
 
The following summarizes the Company’s related party transactions, not disclosed elsewhere in these condensed 
interim consolidated financial statements, during the six months ended June 30, 2020 and 2019.  Key management 
personnel includes the Chief Executive Officer (“CEO”), Chief Financial Officer (“CFO”) and certain directors and 
officers and companies controlled or significantly influenced by them. 
 
Key Management Personnel 

 2020 2019 
 ($) ($) 
Short-term employee benefits paid or accrued to the CEO of the 

Company, including share-based compensation vested for 
incentive stock options and performance warrants. 238,553 235,624 

Short-term employee benefits paid or accrued to the CFO of the 
Company, including share-based compensation vested for 
incentive stock options and performance warrants. 235,872 89,631 

Short-term employee benefits paid or accrued to a member of 
the advisory board of the Company, including share-based 
compensation vested for incentive stock options and 
performance warrants. 35,191 188,416 

Short-term employee benefits paid or accrued to the Vice 
President of Engineering of the Company, including share-
based compensation vested for incentive stock options and 
performance warrants. 245,353 37,022 

Short-term employee benefits paid or accrued to certain 
directors and officers of the Company, including share-based 
compensation vested for incentive stock options and 
performance warrants. 194,296 28,562 

   
Total 949,265 579,255 

 
 
 
Other Related Party Payments 

 2020 2019 
 ($) ($) 
Office sharing and occupancy costs paid or accrued to a 

corporation which David Hughes, former CFO of the 
Company, is a director. 42,000 46,200 

 
Total 42,000 46,200 
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Transactions with Related Parties (continued) 
 
 
Amounts Outstanding  
 

a) At June 30, 2020, a total of $570,232 (December 31, 2019 - $492,181) was included in accounts payable 
and accrued liabilities owing to officers, directors, or companies controlled by them. These amounts are 
unsecured and non-interest bearing. 

 
b) At June 30, 2020, a total of $5,735,820 (December 31, 2019 - $5,470,000) of long term notes was payable 

to a director and the CEO of the Company.  
 
Disclosure of Outstanding Share Data 
 
An unlimited number of common shares without par value and 5,057 Class “A” shares, Series 1.  The Class “A” 
shares, Series 1 are non-voting and are convertible into common shares at any time on the basis of 6.67 common 
shares for each Class “A” Series I share held. 
 
Shares Issued and Outstanding 
 
As at June 30, 2020, there are 147,251,800 common shares and 33,713 Class “A” shares, Series 1 issued and 
outstanding. 
 
Performance Warrants 
 
As at June 30, 2020, there are 10,003,776 performance warrants outstanding at $0.25 per share until June 30, 2021.  
They are subject to vesting provisions based on the earlier of performance and time. 
 
 
Warrants 
 
As at the Report Date, there are share purchase warrants outstanding as follows: 
 

Expiry Date 
Warrants 

Outstanding 
Exercise  

Price 
  ($) 
February 13, 2021 1,200,000 0.40 
February 14, 2021 9,717,655 0.30 
February 14, 2021 671,922 0.18 
July 26, 2021 17,517,500 0.35 
August 9, 2021 4,545,454 0.35 
March 17, 2022 7,950,000 0.40 

 41,602,531 0.34 
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Disclosure of Outstanding Share Data (continued) 
 
Stock Options 
 
As at the Report Date, there are stock options outstanding as follows: 
 

Expiry Date 
Options 

Outstanding 
Exercise  

Price 
  ($) 
July 13, 2021 5,202,382 0.27 
March 17, 2022 374,000 0.44 
May 18, 2022 158,000 0.49 
September 14, 2022 1,186,500 0.35 
June 6, 2023 225,000 0.46 
September 4, 2023 205,000 0.25 
October 18, 2023 50,000 0.22 
April 2, 2024 1,750,000 0.21 
June 27, 2024 100,000 0.21 
September 27, 2024 5,300,000 0.38 
October 22, 2024 200,000 0.33 
July 31, 2025 2,737,825 0.25 
August 10, 2025 200,000 0.25 

 17,688,707 0.31 
 
Escrow 
 
As at the Report Date, 5,000 common shares (December 31, 2019 – 5,000) of the Company are held in escrow due to 
misplaced share certificates originally issued to three individual shares.  Pursuant to an escrow shareholders agreement 
dated June 30, 2016, 12,431,791 common shares will be held in escrow. A total of 10% of the shares were released 
on June 30, 2016, and the remainder will be released in equal tranches of 15% every nine months thereafter.  As at 
June 30, 2020, there were no common shares remaining in escrow. 
 
Off Balance Sheet Arrangements  
 
The Company is not a party to any off-balance sheet arrangements or transactions.  
 
Lease Obligations and Commitments 
 
Lease Liabilities 

  ($) 
Lease liabilities recognized as of January 1, 2020  1,122,400  
Lease payments made            (205,280) 
Interest expense on lease liabilities               44,151  
Foreign exchange adjustment               68,932                       

   1,030,203  
Less: current portion  (342,327) 
At June 30, 2020   687,876  
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Lease Obligations and Commitments (continued) 
 
On August 1, 2015, the Company entered into a cost sharing arrangement agreement for the provision of office space 
and various administrative services.  In May of 2018 the Company extended the cost sharing arrangement to June of 
2021 at a monthly fee of $7,000 plus GST per month. 
 
 

 

 
On September 6, 2017, the Company entered into a rental agreement for office space in Los Angeles, USA.  Under 
the terms of the agreement the Company will pay monthly rent starting at US$17,324 per month commencing on 
October 1, 2017 until September 30, 2022. 
 
 

 

 
Subsequent Events 
 
i)         On July 17, 2020 the Company issued, 2,760,500 units at a price of $0.25 per unit for total proceeds of $690,125. 
 
ii) On July 31, 2020 the Company issued 2,737,825 options with an exercise price of $0.25 per share which expire 

on July 31, 2025. 
 
iii)  On August 10, 2020 the Company issued 200,000 options with an exercise price of $0.25 per share which 

expire on August 10, 2025. 
 
vi) From July to August 31, 2020, the Company issued additional notes payables to a director for an accumulated 

amount of $185,000. The notes bear interest at the applicable prime rate and interest accrues quarterly. 
 
 
New standards, amendments and interpretations to existing standards adopted by the Company  
 
 
No new standards were adopted in the current quarter. 
 

 

 

 

 

Year Amount 
 ($) 
2020 (remaining) 42,000 
2021 49,000 

Year Amount 
 (US$) 
2020 (remaining) 121,444 
2021 251,384 
2022 260,185 
2023 131,576 
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Financial Instruments and Risk Management 
 
Financial risk management 
 
Financial instruments measured at fair value are classified into one of three levels in the fair value hierarchy according 
to the relative reliability of the inputs used to estimate the fair values.  The three levels of the fair value hierarchy are: 
 

Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities; 
Level 2 – Inputs other than quoted prices that are observable for the asset or liability either 
 directly or indirectly; and 
Level 3 – Inputs that are not based on observable market data. 

 
The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk 
management framework.  The Company’s financial instruments consist of cash, GST receivable, restricted deposit, 
accounts payable and accrued liabilities and notes payable. 
  
The fair value of cash, GST receivable, accounts payable and accrued liabilities approximate their book values because 
of the short-term nature of these instruments. The fair value of notes payable approximates its book value as it was 
discounted using a market rate of interest. 
 
Credit risk 
 
Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails to meet its 
payment obligations.  The Company has no material counterparties to its financial instruments with the exception of 
the financial institutions which hold its cash.  The Company manages its credit risk by ensuring that its cash is 
placed with a major financial institution with strong investment grade ratings by a primary ratings agency.  The 
Company’s receivables consist of goods and services tax due from the government.   
 
Financial instrument risk exposure 
 
The Company is exposed in varying degrees to a variety of financial instrument related risks.  The Board approves 
and monitors the risk management processes. 
 
Liquidity risk 
 
The Company’s cash is invested in business accounts which are available on demand, The Company has a working 
capital deficit of $2,491,990 as at June 30, 2020. Accordingly, the Company is exposed to liquidity risk. 
 
Interest rate risk 
 
The Company’s bank account earns interest income at variable rates.  The fair value of its portfolio is relatively 
unaffected by changes in short-term interest rates.  Interest rate risk is minimal as the Company does not have 
significant interest bearing assets or any variable interest bearing liabilities that are tied into market rates. 
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Financial Instruments and Risk Management (continued) 
 
Foreign exchange risk 
 
Foreign currency exchange rate risk is the risk that the fair value of financial instruments or future cash flows will 
fluctuate as a result of changes in foreign exchange rates.  The Company operates in Canada and the United States. 

 
The Company was exposed to the following foreign currency risk as at June 30, 2020 and December 31, 2019: 
 
 

 June 30, 2020 December 31, 2019 
 (US$) (US$) 
Cash                                 152,094                    72,097 
Lease Obligations    (688,921)    (768,563) 
Deferred revenue (603,405) - 
Accounts payable and accrued liabilities                                 (786,153)                 (445,660) 
                            (1,926,385)              (1,142,126) 

 
As at June 30, 2020, with other variables unchanged, a +/- 10% change in the United States dollar to Canadian 
dollar exchange rate would impact the Company’s net loss by $193,000 (December 31, 2019 - $148,000). 
 
Management’s Responsibility for Financial Statements 
 
The Company’s management is responsible for the preparation and presentation of the consolidated financial 
statements and the MD&A.  The consolidated financial statements have been prepared in accordance with IFRS.  The 
MD&A has been prepared in accordance with the requirements of securities regulators, including National Instrument 
51-102 of the Canadian Securities Administrators. 
 
Management of Capital 
 
The Company manages its capital structure and makes adjustments to it, based on the funds available to the Company. 
Capital consists of total shareholders’ equity (deficiency), less amounts accumulated in shareholders’ equity 
(deficiency) related to share-based payments to employees and consultants. The Board of Directors does not establish 
quantitative return on capital criteria for management, but rather relies on the expertise of the Company's management 
to sustain future development of the business.  The Company is not subject to any externally imposed capital 
requirements. 
 
The Company remains dependent on external financing to fund its activities.  In order to sustain its operations, the 
Company will spend its existing cash on hand and raise additional amounts as needed until the business generates 
sufficient revenues to be self-sustaining.  Management reviews its capital management approach on an ongoing basis 
and believes that this approach, given the relative size of the Company, is reasonable.  

 
In order to maximize ongoing corporate development efforts, the Company does not pay out dividends. The 
Company’s investment policy is to keep its cash treasury invested in certificates of deposit with major financial 
institutions.   

 
There have been no changes to the Company’s approach to capital management during the six months ended June 30, 
2020. 
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Risks and Uncertainties 
 
Versus is publicly traded development stage company in the technology sector and, as such, is exposed to a number 
of risks and uncertainties that are not uncommon to other companies in the same business.  Some of the possible risks 
include, but are not limited to, the following:  
 
Limited Operating History   
 
The Company will be subject to all of the business risks and uncertainties associated with any new business enterprise, 
including under-capitalization, cash shortages, limitations with respect to personnel, financial and other resources, 
lack of revenue and the risk that it will not achieve its growth objective.  There can be no assurance that the Company’s 
operations will be profitable in the future or will generate sufficient cash flow to satisfy its working capital 
requirements.   
 
To date, Versus has had minimal revenues.  Even if the Company does achieve profitability, it cannot predict the level 
of such profitability.  If the Company sustains losses over an extended period of time, it may be unable to continue its 
business.   
 
Changes in Laws, Regulations and Guidelines    
 
The Company’s operations will be subject to a variety of laws, regulations and guidelines relating to the offering of 
prize-based tournaments including laws and regulations relating to e-sports, online gaming and gambling. Changes to  
such laws, regulations and guidelines due to matters beyond the control of the Company may cause adverse effects to 
the Company’s operations.   
 
Internet websites are accessible everywhere, not just in jurisdictions where the activities described therein are 
considered legal.  The Company may face legal action from a state or other jurisdiction for engaging in activity that 
is illegal in that state or jurisdiction by way of its website.  
 
Regulatory Risks    
 
The activities of the Company will be subject to intense regulation by governmental authorities.  Achievement of the 
Company’s business objectives are contingent, in part, upon compliance with regulatory requirements enacted by 
these governmental authorities and obtaining all regulatory approvals, where necessary, for the sale and use of its 
products and services.  The Company cannot predict the time required to secure all appropriate regulatory approvals 
for its products, or the extent of testing and documentation that may be required by governmental authorities.  Any 
delays in obtaining, or failure to obtain regulatory approvals would significantly delay the development of markets 
and products and could have a material adverse effect on the business, results of operations and financial condition of 
the Company.   
 
The business of the Company is subject to rapid regulatory changes.  Failure to keep up with such changes may 
adversely affect the business of the Company.     
 
The Company’s prospects must be considered in light of the risks, expenses, shifts, changes and difficulties frequently 
encountered with companies whose businesses are regulated by various federal, state and local governments.   Video 
game, online gaming, e-sports and similar companies are subject to a variety of regulatory requirements and the 
regulatory environment is ever changing.   Failure to follow regulatory requirements will have a detrimental impact 
on the business.  Changes in legislation cannot be predicted and could irreparably harm the business.   
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Risks and Uncertainties (continued) 
 
Competition    
 
There is potential that the Company will face intense competition from numerous other companies, some of which 
can be expected to have longer operating histories and more financial resources and marketing experience than the 
Company. Increased competition by larger and better financed competitors could materially and adversely affect the 
business, financial condition and results of operations of the Company.    
 
Reliance on Management and Key Personnel     
 
The success of the Company is dependent upon the ability, expertise, judgment, discretion and good faith of its senior 
management. While employment agreements are customarily used as a primary method of retaining the services of 
key employees, these agreements cannot assure the continued services of such employees.  The Company attempts to 
enhance its management and technical expertise by recruiting qualified individuals who possess desired skills and 
experience in certain targeted areas. The Company’s inability to retain employees and attract and retain sufficient 
additional employees as well as information technology, engineering, and technical support resources could have a  
material adverse impact on the Company’s financial condition and results of operation. Any loss of the services of 
such individuals could have a material adverse effect on the Company’s business, operating results or financial 
condition.   
 
Lack of Demand    
 
A failure in the demand for the Company’s products to materialize as a result of competition, technological change or 
other factors could have a material adverse effect on the business, results of operations and financial condition of the 
Company.   
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Risks and Uncertainties (continued) 
 
Failure to Retain Existing Users or Add New Users   
 
The size of the Company’s users’ level of engagement are critical to the Company’s success.  The Company’s financial 
performance will be significantly determined by its success in having its products adding, retaining, and engaging  
 
active users.  To the extent that the Company’s active user growth rate slows, its business performance will become 
increasingly dependent on its ability to increase levels of user engagement in current and new markets.  If people do 
not perceive the Company’s products to be useful, reliable, and trustworthy, the Company may not be able to attract 
or retain users or otherwise maintain or increase the frequency and duration of their engagement. A decrease in user 
retention, growth, or engagement could render the Company less attractive to video game publishers and developers 
which may have a material and adverse impact on the Company’s revenue, business, financial condition, and results 
of operations. Any number of factors could potentially negatively affect user retention, growth, and engagement, 
including if:     
 

• users increasingly engage with competing products;  
• the Company fails to introduce new and improved products or if The Company introduces new products or 

services that are not favorably received;   
• the Company is unable to successfully balance its efforts to provide a compelling user experience with the 

decisions made by the Company with respect to the frequency, prominence, and size of ads and other 
commercial content that the Company displays;   

• there are changes in user sentiment about the quality or usefulness of the Company’s products or concerns 
related to privacy and sharing, safety, security, or other factors; 

• the Company is unable to manage and prioritize information to ensure users are presented with content that 
is interesting, useful, and relevant to them;   

• there are adverse changes in the Company’s products that are mandated by legislation, regulatory authorities, 
or litigation, including settlements or consent decrees;  

• technical or other problems prevent the Company from delivering its products in a rapid and reliable manner 
or otherwise affect the user experience;  

• the Company adopts policies or procedures related to areas such as sharing its user data that are perceived 
negatively by its users or the general public; 

• the Company fails to provide adequate customer service to users, developers, or advertisers; or  
• the Company, its software developers, or other companies in its industry are the subject of adverse media 

reports or other negative publicity.   

If the Company is unable to build and/or maintain relationships with publishers and developers, the Company’s 
revenue, financial results, and future growth potential may be adversely affected.   
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Risks and Uncertainties (continued) 
 
Rapid Technological Change   
 
The business of the Company is subject to rapid technological changes.  Failure to keep up with such changes may 
adversely affect the business of the Company.     
 
The market in which the Company competes is characterized by rapidly changing technology, evolving industry 
standards, frequent new service and product announcements, introductions and enhancements and changing customer 
demands.  Accordingly, the Company’s future success will depend on its ability to adapt to rapidly changing 
technologies, to adapt its services to evolving industry standards and to continually improve the performance, features 
and reliability of its service in response to competitive service and product offerings and evolving demands of the 
marketplace. The failure of the Company to adapt to such changes would have a material adverse effect on the 
Company’s business, results of operations and financial condition.    
Additionally, there can be no assurances that the Company will be able to successfully introduce and integrate its 
technologies so as to implement its business strategy.   
 
Additionally, there can be no assurances that the Company will be able to successfully introduce and integrate its 
technologies so as to implement its business strategy.    
 
Online Commerce Security Risks   
 
A significant barrier to online commerce and communications is the secure transmission of confidential information 
over public networks.  There can be no assurance that advances in computer capabilities, new discoveries in the field 
of cryptography, or other events or developments will not result in a compromise or breach of the technology used by 
the Company to protect customer transaction data.  If any such compromise of the Company’s security were to occur, 
it could have a material adverse effect on the Company’s reputation and, therefore, on its business, results of operations 
and financial condition.  Furthermore, a party who is able to circumvent the Company’s security measures could 
misappropriate proprietary information or cause interruptions in the Company’s operations.  The Company may be 
required to expend significant capital and other resources to protect against such security breaches or to alleviate 
problems caused by such breaches.   
  
Should one or more of these risks and uncertainties materialize, or should underlying assumptions prove incorrect, 
then actual results may vary materially from those described in any forward looking statement.    
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Restatement 
 
Subsequent to the original issuance of the Company’s interim financial statements, the Company’s external auditors 
performed an interim review over the interim financial statements and as a result of the review, it was concluded that 
there were accounting errors in the previously filed interim financial statements which have been corrected 
retrospectively in accordance with IAS 8 “Accounting Policies, Changes in Accounting Estimates and Errors”.   
The effect of the changes are as follows: 
 
- Current assets and total assets decreased by $65,343 
- Non current liabilities and total liabilities decreased by $126,878 
- Non-controlling interest decreased by $699,221 
- Loss attributable to the Company’s shareholders increased by $621,596 
- Cash used in operating activities decreased by $315,902 
- Cash used in investing activities decreased by $315,630 
- Cash provided by financing activities decreased by $696,875 
 
Additional Information 
 
On February 15, 2019, the Company announced that it has appointed Mr. Alex Peachey as Chief Technology Officer 
of the Company.  As Chief Technology Officer, Alex heads the research and development efforts for the Company’s 
Elixir-based platform.  

Additional information relating to the Company is available on the Company’s website at www.versussystems.com 
and under the Company's profile on SEDAR at www.sedar.com. 
 
Corporate Information 
 

Directors: Matthew Pierce 
Brian Tingle 
Michelle Gahagan 
Paul Vlasic 
Keyvan Peymani 
 

Officers: Matthew Pierce, CEO 
Craig Finster, CFO 
Kelsey Chin, Corporate Secretary 
 

Auditor: Davidson and Company LLP 
Chartered Professional Accountants 
Suite 1200 – 609 Granville Street 
Vancouver, BC, V7Y 1G6  
 

Legal Counsel: USA 
Fenwick &West, LLP 
228 Santa Monica Blvd #300 
Santa Monica, CA 90401 
 
Canada 
Borden Ladner Gervais LLP 
1200 Waterfront Centre 
200 Burrard Street 
Vancouver, BC, V7X 1T2 

http://www.versussystems.com/
http://www.sedar.com/


VERSUS SYSTEMS INC. 
Restated Management’s Discussion and Analysis 
Six Month Period Ended June 30, 2020 

 
 
 

Page | 25  
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