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NOTICE OF NO AUDITORS’ REVIEW OF CONDENSED INTERIM FINANCIAL 

STATEMENTS 

Under National Instrument 51-102, Part 4, subsection 4.3 (3) (a), if an auditor has not performed a review 
of the condensed interim financial statements, they must be accompanied by a notice indicating that an 
auditor has not reviewed the financial statements. 

The accompanying unaudited condensed interim consolidated financial statements of Gamesquare Inc. (the 
“Company”) have been prepared by and are the responsibility of the Company’s management. 

The Company’s independent auditor has not performed a review of these condensed interimfinancial 
statements in accordance with standards established by the Chartered Professional Accountants of Canada 
for a review of interim financial statements by an entity’s auditor. 
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As at Notes 

August 31, 
 2020 

$ 

 November 30, 
2019 

$ 
    
ASSETS    
Current assets    
Cash  31,313 322,143 
Amounts receivable 3 10,000 - 
Total current assets  41,313  
    
Long-term asset    
Non-current prepaid 4 267,500  
TOTAL ASSETS  308,813 322,143 
    
LIABILITIES    

Current liabilities 
  

 
Accounts payable 5,7 108,329 68,879 
Loans 6 180,150 - 
TOTAL LIABILITIES  288,479 68,879 
    
SHAREHOLDERS’ EQUITY    
Share capital 8 513,735 513,735 
Reserve 8 2,639 2,639 
Accumulated deficit  (496,040) (263,110) 
TOTAL SHAREHOLDERS’ EQUITY   20,334 253,264 
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY  308,813 322,143 
    
  
Nature and continuance of operations (Note 1) 
Subsequent Events (Note 11) 
 
Approved on behalf of the Board: 
 
 

“Kevin Wright” 
  

   Sole Director   
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Notes 

For the three 
month period 

ended  
August 31, 

2020 
$ 

  For the  
three month 

period ended  
August 31, 

2019 
$ 

For the nine 
month period 

ended  
August 31, 

2020 
$ 

 For the period 
from December 

13, 2018 
(incorporation) 

to August 31, 
2019 

$ 
      
Expenses      

Accounting fees 7 (19,846) 7,875 13,964 10,500 
Advertising  - - 116 - 
Foreign exchange loss   - - - 18 
Regulatory fees  - - 10,000 150 
Interest expense  4,267 - 10,040 - 

 Bank charges  36 225 308 289 
 Consulting fees 7 10,000 - 196,632 - 

Legal fees  - 10,000 - 10,000 
Office  - - 1,870 - 

Total expenses  (5,543) 18,100 232,930 20,957 
      
Net loss (income) and 
comprehensive loss for the 
period  (5,543) 18,100 232,930 20,957 
Loss (income) per share – basic 
and diluted  

 
(0.00) 

 
0.00 0.01 0.00 

Weighted average number of 
common shares outstanding – 
basic and diluted  

 
 

20,000,000 

 
 

1 20,000,000 1 
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  Share capital    

 Notes 

Number of 
shares 

# 
  Amount 

$ 
Reserve 

 $ 

Accumulated 
Deficit 

$ 
Total 

$ 
Incorporation, December 13, 2018  - - - - - 
Loss and comprehensive loss   - - - - - 
Balance at August 31, 2019  - - - - - 
       
Balance at November 30, 2019  20,000,000 513,735 2,639 (263,110) 253,264 
Loss and comprehensive loss  - - - (232,930) (232,930) 
Balance at August 31, 2020  20,000,000 513,735 2,639 (496,040) 20,334 
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For the nine month 
period ended 

August 31, 2020 
$ 

 For the period from 
December 13, 2018 
(incorporation) to 

August 31, 2019 
$ 

Operating activities   
Net loss for the period (232,930) (20,957) 
   
Items not affecting operating cash:   

Interest expense 10,040 - 
Changes in non-cash working capital items:   
    Amounts receivable (10,000) - 

Trade and other payables 41,950 10,500 
Net cash flows used in operating activities (190,940) (10,457) 
   
Financing activities   
Shares issued - 36,235 
Loans received 250,000 - 
Repayment of loans (82,390) - 
Net cash flows provided by financing activities 167,610 36,235 
   
Investing activities   
Acquisition of Code Red shares (267,500) - 
Net cash flows used in investing activities (267,500) - 
   
Increase (decrease) in cash  (290,830) 25,778 
Cash, beginning of period 322,143 - 
Cash, end of period 31,313 25,778 
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1. Nature and continuance of operations 

Gamesquare Inc. (the “Company”) was incorporated on December 13, 2018, under the laws of the province of 
Ontario, Canada. The Company is engaged in the business of internet entertainment and marketing. The 
Company’s fiscal year-end is November 30. 
 
The Company’s principal address, records office and registered address are located at 65 Queen Street, West, 
9th  floor, Toronto, Ontario, Canada M5H 2M5. 
 
On February 10, 2020, the Company entered into a letter of intent (“LOI”) with Magnolia Colombia Ltd. 
(“Magnolia”), whereby Magnolia is expected to acquire 100% of the Company, constituting a reverse-takeover 
transaction (the “RTO” or the “Transaction”).  In connection with the completion of the RTO, Magnolia intends 
to delist from the TSXV and list on the Canadian Securities Exchange (the “CSE”). On October 8, 2020, the 
Company completed the RTO. 
 
In connection with the letter of intent, Magnolia agreed to a secured loan with Gamesquare of up to $250,000, 
subject to regulatory approvals which were subsequently obtained. The proceeds of this secured loan has been 
received from Magnolia as of August 31, 2020. 
 
On March 6, 2020, the Company acquired 100% of the outstanding shares of Code Red pursuant to a share 
exchange agreement dated November 7, 2019. Code Red is a private company incorporated under the laws of 
England and Wales on November 25, 2016. Code Red provides consulting, broadcast talent management and 
influencer promotional services for clients worldwide in the esports industry. On October 2, 2020, the Company 
acquired Code Red upon completion of the RTO as outlined in Note 11.  

These condensed interim 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. Further funds will be required to 
successfully develop the Company’s business and there is no certainty that these funds will be available. As at 
August 31, 2020, the Company had accumulated losses of $496,040 (2019 - $263,110). Different bases of 
measurement may be appropriate if the Company is not expected to continue operations for the foreseeable 
future, which may require material adjustments to the financial statements.  The Company’s continuation as a 
going concern is dependent upon its ability to raise equity capital or borrowings sufficient to meet current and 
future obligations and ultimately achieve profitable operations.  These factors indicate the existence of material 
uncertainties that cast significant doubt on the Company’s ability to continue as a going concern.  Management 
intends to finance operating costs over the next twelve months with issuance of common shares, loans from 
directors and companies controlled by directors and or profits from its business activities.  

 
2. Significant accounting policies 

Basis of presentation and statement of compliance 
 
Statement of Compliance 
 
These financial statements have been prepared in accordance with the accounting policies described in Note 2 
of the Company’s annual audited financial statements as at and for the period ended November 30, 2019. 
Accordingly, these condensed interim statements for the nine month period ended August 31, 2020 should be 
read together with the annual audited financial statements as at and for the year ended November 30, 2019. 

These condensed interim financial statements are unaudited and have been prepared in accordance with 
International Financial Reporting Standards (“IFRS”) and in accordance with the International Accounting 
Standards (“IAS”) 34, Interim Financial Reporting, as issued by the International Accounting Standards Board 
(“IASB”). 
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2. Significant accounting policies (continued) 

Statement of Compliance (continued) 

These condensed interim financial statements have been prepared on the accrual basis and are based on 
historical costs, modified where applicable. The condensed interim financial statements are presented in  

Canadian dollars unless otherwise noted. These financial statements were approved by the Board of Directors 
and authorized for issuance by the Board of Directors on October 16, 2020. 

Basis of Presentation 

The financial statements of the Company have been prepared on an accrual basis and are based on historical 
cost, except for financial instruments measured at fair value. The financial statements are presented in Canadian 
dollars unless otherwise noted. 
 
The functional and presentation currency of the Company is the Canadian dollar. All amounts have been 
rounded to the nearest dollar unless otherwise indicated.  

        
3. Amounts receivable 

Amounts receivable consist of a $10,000 (2019 - $Nil) loan (“Loan”) to an arm’s length party. The Loan is 
non-interest bearing, due on demand and unsecured. 

 
4. Non-current prepaid 

 
As of August 31, 2020, non-current prepaid consists of $267,500 (2019 - $Nil) paid to the shareholders of Code 
Red in connection with the agreement related to the acquisition of Code Red by the Company. 
 

5. Accounts payables and accrued liabilities 
 

 August 31, 
2020 

$ 

November 30, 
2019 

$ 
Accounts payable  108,329 5,191 
Accrued liabilities   - 63,688 
 108,329 68,879 

 

6. Loans 
 
In connection with the RTO, Magnolia loaned the Company up to $250,000. As at August 31, 2020, the balance 
of the loan was $180,150.  The loan is secured by the assets of the Company, bears interest at 10% per annum 
and matures within 5 days of the announcement of the termination of the RTO. 
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7. Related party transactions and balances  

The Company has identified related parties as its directors and certain senior officers. 
 
Key management compensation consists of the following: 

 
 August 31, 

2020 
$ 

Period from December 
13, 2018 

(incorporation) to 
August 31, 2019 

$ 
Consulting fees charged by the CFO 45,000 - 
 45,000 - 

Included in accounts payable and accrued liabilities at August 31, 2020 is $101,188 (2019 - $56,188) owed to 
related parties. This amount is due on demand, unsecured, and non-interest bearing. 
 

8. Share capital 

Authorized share capital 
 

Unlimited number of common shares without par value. 
 
Issued share capital 
 
During the nine-month period ended August 31, 2020, no common shares were issued. 
 
During the period from December 13, 2018 (incorporation) to August 31, 2019, the Company issued the 
following common shares: 
 
On May 1, 2019, the Company issued 250,000 common shares at $0.15 per share for total proceeds of $37,500. 
 
On July 15, 2019, the Company issued 17,000,000 founder common shares at $0.02 per share for total proceeds 
of $340,000. 
 
On September 27, 2019, the Company issued 400,000 common shares at $0.05 per share for total proceeds of 
$20,000. 
 
On October 4, 2019, the Company issued 300,000 common shares at $0.05 per share for total proceeds of 
$15,000. 
 
On October 15, 2019, the Company issued 2,050,000 common shares at $0.05 per share for total proceeds of 
$102,500. The Company paid cash share issuance costs of $1,265. 

 
As at November 30, 2019 and August 31, 2020, the Company had 20,000,000 shares outstanding. 
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8. Share capital (continued) 

Stock Options 
 
The Company has an incentive stock option plan (the "Option Plan") which provides that the Board of Directors 
of the Company may from time to time, at its discretion, grant to directors, officers, employees and consultants 
of the Company, non-transferable options to purchase common shares. Included in the Option Plan are 
provisions that provide that the number of common shares reserved for issuance will not exceed 10% of the 
issued and outstanding common shares of the Company at the grant date. Vesting terms are determined at the 
time of grant by the Board of Directors. 
 
The continuity of the Company's share purchase options pursuant is as follows: 
 
 

 Number of share 
purchase options 

# 

Weighted average 
exercise price 

$ 
Outstanding, incorporation - - 
Granted 100,000 0.05 
Outstanding, November 30, 2019 and August 31, 2020 100,000 0.05 

 
As at November 30, 2019 and August 31, 2020, the Company had stock options exercisable to acquire 100,000 
common shares with an exercise price of $0.05 and expires on October 1, 2021. The option expires in 1.08 
years. 
 
On October 1, 2019, the Company granted 100,000 stock options of the Company with an exercise price of 
$0.05 with an expected life of 5 years. The options vested immediately. The fair value of the stock options was 
estimated to be $2,639 using the Black-Scholes pricing model with the following assumptions: expected share 
price of $0.05, based on the prior share issue price; expected life of 5 years; expected volatility of 100% based 
on the historical volatility of comparable other entities determined to be comparable; risk-free rate of 1.54%; 
and expected dividends of zero.  

Reserve  

The reserve records the fair value of the common shares purchase stock options recorded using the Black-
Scholes Option Pricing Model.   

9. Financial risk and capital management 

The Company is exposed in varying degrees to a variety of financial instrument related risks. The Board of 
Directors approves and monitors the risk management processes, inclusive of documented investment policies, 
counterparty limits, and controlling and reporting structures. The type of risk exposure and the way in which 
such exposure is managed is provided as follows: 

 
Credit risk 
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the 
other party to incur a financial loss.  The Company’s primary exposure to credit risk is on its cash held in bank 
accounts. The majority of cash is deposited in bank accounts held with a major bank in Canada.  As most of 
the Company’s cash is held by one bank there is a concentration of credit risk.  This risk is managed by using 
major banks that are high credit quality financial institutions as determined by rating agencies.   
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9. Financial risk and capital management (Continued) 

Liquidity risk 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The 
Company has a planning and budgeting process in place to help determine the funds required to support the 
Company’s normal operating requirements on an ongoing basis. The Company ensures that there are sufficient 
funds to meet its short-term business requirements, taking into account its anticipated cash flows from 
operations and its holdings of cash. As of August 31, 2020, the Company had a working capital of $20,334 
(2019 - $253,264). The Company intends to obtain additional financing if deemed necessary.  
 
Historically, the Company's sole source of funding has been loans from related parties and private placements.  
The Company’s access to financing is always uncertain. There can be no assurance of continued access to 
significant equity funding. 
 
Foreign exchange risk 
Foreign currency risk is the risk that the fair values of future cash flows of a financial instrument will fluctuate 
because they are denominated in currencies that differ from the respective functional currency. The Company 
is not exposed to foreign exchange risk. 
 
Interest rate risk 
Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because 
of changes in market interest rates.  As at August 31, 2020, the Company did not have any financial instruments 
subject to interest rate risk. 

 
Capital management 
The Company's policy is to maintain a strong capital base so as to maintain investor and creditor confidence 
and to sustain future development of the business. The capital structure of the Company consists of 
shareholders’ equity and cash. There were no changes in the Company's approach to capital management during 
the period.  The Company is not subject to any externally imposed capital requirements. 
 
Fair value 
The fair value of the Company’s financial assets and liabilities approximates the carrying amount. 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. 

 
Cash, receivables, accounts payable and accrued liabilities and loans approximate its fair value due to its 
short-term maturity. 
 

10. Commitments and contingencies 

Legal  
 
The Company may be subject to various claims, lawsuits and other complaints arising in the ordinary course 
of business. The Company records provisions for losses when claims become probable and the amounts are 
estimable. Although the outcome of such matters cannot be determined, it is the opinion of management that 
the final resolution of these matters will not have a material adverse effect on the Company’s financial 
condition, operations or liquidity. 
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10. Commitments and contingencies (Continued) 
 
Novel Coronavirus  

The Company’s operations could be significantly adversely affected by the effects of a widespread global 
outbreak of a contagious disease, including the recent outbreak of respiratory illness caused by COVID-19. The 
Company cannot accurately predict the impact COVID-19 will have on its operations and the ability of others 
to meet their obligations with the Company, including uncertainties relating to the ultimate geographic spread 
of the virus, the severity of the disease, the duration of the outbreak, and the length of travel and quarantine 
restrictions imposed by governments of affected countries. In addition, a significant outbreak of contagious 
diseases in the human population could result in a widespread health crisis that could adversely affect the 
economies and financial markets of many countries, resulting in an economic downturn that could further affect 
the Company’s operations and ability to finance its operations. 
 
Acquisition of Code Red 

On March 6, 2020, the Company acquired 100% of the outstanding shares of Code Red Esports Ltd pursuant 
to a share exchange agreement dated November 7, 2019. On October 2, 2020, the Company closed its 
acquisition of Code Red. 

 
11. Subsequent events 

 
On October 8, 2020, Gamesquare Esports Inc. announced that it expects to commence trading on the Canadian 
Securities Exchange (“CSE”) imminently under the ticker symbol “GSQ”. This follows the successful 
acquisition of Code Red Esports Ltd. (“Code Red”), the authentic esports agency, and the successful 
completion of its previously announced business combination pursuant to a reverse takeover transaction (“RTO 
Transaction”) with Magnolia Colombia Ltd. (“Magnolia”) on October 2, 2020. Gamesquare is focused on the 
high growth esports market by signing top-tier talent in the influencer, on-screen talent and player categories 
as well as adding new companies to its roster of global brand relationships. Additionally, Gamesquare continues 
to build its pipeline of potential acquisitions to accelerate growth and scale with a focus on companies with a 
proven track record of high growth and profitability. 

Completion of RTO, Share Consolidation and Name Change 

The RTO Transaction was structured as a three-cornered amalgamation, pursuant to which 2631443 Ontario 
Inc. (“Subco”), a wholly-owned subsidiary of Magnolia Colombia Ltd., and Gamesquare Inc. amalgamated 
(the “Amalgamation”) to form a newly amalgamated company (“Amalco”).  Prior to the completion of the 
Amalgamation, the existing common shares in the capital of Magnolia Colombia (the “Magnolia Shares”) were 
consolidated on a 5.8 to 1 basis resulting in 9,996,050 Magnolia Shares outstanding post consolidation. Pursuant 
to the Amalgamation, former holders of common shares of Gamesquare Inc. (the “Target Shares”) received one 
post-consolidation share of Magnolia Colombia for each Target Share held and Amalco became a wholly-
owned subsidiary of the Magnolia Colombia. 

Following completion of the Amalgamation, Magnolia Colombia is the parent and the sole shareholder of 
Amalco and thus will indirectly carry on the business of Gamesquare Inc. under the new name “GameSquare 
Esports Inc.”   


