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No securities regulatory authority has expressed an opinion about these securities and it is an offence to claim otherwise.  This short 
form prospectus constitutes an offering of these securities only in those jurisdictions where they may be lawfully offered for sale and 
therein only by persons permitted to sell such securities.  The securities offered under this short form prospectus have not been and 
will not be registered under the United States Securities Act of 1933, as amended (the "U.S. Securities Act"), or any state securities 
laws and may not be offered or sold within the United States unless registered under the U.S. Securities Act and applicable state 
securities laws or an exemption from such registration is available. This short form prospectus does not constitute an offer to sell or 
a solicitation of an offer to buy any of the securities offered hereby within the United States. See "Plan of Distribution." 
 
Information has been incorporated by reference in this prospectus from documents filed with securities commissions or 
similar authorities in all provinces of Canada excepting Quebec.  Copies of the documents incorporated herein by reference 
may be obtained on request without charge from the secretary of LEAF Mobile Inc. at Suite 909 - 510 Burrard Street, Vancouver, 
British Columbia, V6C 3A8 (telephone: 604 288 4418; email: info@leafmobile.io), and also available electronically at 
www.sedar.com. 
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Price: $0.225 per Subscription Receipt 

 
$20,000,000 

88,888,888 Subscription Receipts 
Each Subscription Receipt representing the right to receive one LEAF Share 

 
This short form prospectus qualifies the distribution (the "Offering") of 88,888,888 subscription 
receipts (the "Subscription Receipts") of LEAF Mobile Inc. (the "Company" or "LEAF") at a 
price of $0.225 per Subscription Receipt (the "Offering Price").  Each Subscription Receipt will 
entitle the holder thereof to receive, without payment of additional consideration or further 
action, and subject to adjustment, upon the satisfaction of the Release Conditions (as defined 
herein), one common share of LEAF (a "LEAF Share").  This short form prospectus also 
qualifies the distribution of LEAF Shares issuable upon conversion of the Subscription Receipts 
in accordance with their respective terms.  The Subscription Receipts will be issued pursuant to 
an agency agreement (the "Agency Agreement") to be entered into among LEAF, Eight Capital 
(“Eight”) and Haywood Securities Inc. (“Haywood”) as co-lead agents (Eight and Haywood 
collectively the “Co-Lead Agents”), Paradigm Capital Inc. and Scotia Capital Inc. (together with 
the Co-Lead Agents, the "Agents").  The Co-Lead Agents may invite such other registered 
investment dealers to participate as selling group members on the Offering as may be 
determined to the mutual satisfaction of the Company and the Co-Lead Agents.  See "Plan of 
Distribution."  The terms of the Offering have been negotiated between LEAF and the Co-Lead 
Agents. 
 
Pursuant to an agreement dated October 31, 2020 and amended November 26, 2020 (the 
"Acquisition Agreement") among LEAF, EastSide Games Inc. ("ESG") and the securityholders 
of ESG (the "ESG Securityholders"), LEAF will acquire from the ESG Securityholders all of the 
issued and outstanding securities in the capital of ESG.  ESG is a private British Columbia 
company, which develops and publishes mobile games.  It is anticipated that a significant 
portion of the funds raised under the Offering will be used towards payment of the consideration 
due to the ESG Securityholders under the Acquisition Agreement.  See "The Acquisition" and 
"Use of Proceeds" for further discussion. 
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The gross proceeds from the sale of the Subscription Receipts, less an amount equal to the 
sum of the expenses of the Agents and 50% of the Agents’ Commission (as defined herein), will 
be delivered to and held by Odyssey Trust Company (the "Escrow Agent"), as escrow agent, in 
an interest bearing account.  Such amount, together with all interest and other income earned 
thereon (the "Escrowed Funds") will be released from escrow by the Escrow Agent to the 
Company, less 50% of the Agents’ Commission, and one LEAF Share will be issued to holders 
of Subscription Receipts in exchange for each Subscription Receipt held, upon satisfaction of 
the following conditions (collectively the "Release Conditions") on or before 5:00 PM (Toronto 
time) on that day which is 30 days from the completion of the Offering (the "Escrow Deadline"): 
(i) the completion or satisfaction of all conditions precedent (other than the release of the 
Escrowed Funds) to the Acquisition (as defined herein); (ii) the receipt by LEAF of the 
conditional approval of the TSX Venture Exchange (the "TSXV") of the Acquisition and the 
Offering, and the conditional approval of the Toronto Stock Exchange (the "TSX") of the listing 
of the LEAF Shares;  (iii) the delivery of a joint notice from LEAF and the Co-Lead Agents to the 
Escrow Agent confirming that the conditions set forth in (i) and (ii) above have been met or 
waived (the "Release Notice"). 
 
If the Release Conditions have not been satisfied by the Escrow Deadline, the holders of 
Subscription Receipts will receive notice of same and will be entitled to a refund of the original 
subscription price of the Subscription Receipts held by them. In order to effect such refund, the 
Escrow Agent will pay to holders of Subscription Receipts, on a pro rata basis, an amount equal 
to the Escrowed Funds. If the Escrowed Funds are not sufficient to allow for the full refund to 
each holder of Subscription Receipts of the subscription price of the Subscription Receipts held 
by such holder, the holders of Subscription Receipts will receive less than the full amount of the 
original subscription price of the Subscription Receipts held by them, and the Company will be 
liable to pay any such shortfall. 
 
 Price to Public(1)  Agents’ 

Commission(2) 
 Net Proceeds to the Company(3) 

Per Subscription Receipt $0.225 $0.0135 $0.2115 

Total Offering(4) $20,000,000 $1,200,000 $18,800,000 

Notes: 
(1) The Offering Price was determined by negotiation between the Company and the Co-Lead Agents. 
(2) Pursuant to the terms of the Agency Agreement, the Company has agreed to pay the Agents a cash commission equal to 

6.0% of the gross proceeds of the Offering (the "Agents’ Commission").  In addition, the Agents will receive 
compensation warrants of the Company (the "Compensation Warrants").  Each Compensation Warrant will entitle the 
holder thereof to receive, subject to adjustment, upon the satisfaction of the Release Conditions, one LEAF Share for an 
exercise price of $0.225 per share.  The Agents will receive that number of Compensation Warrants that will allow the 
holder thereof to acquire that number of LEAF Shares that is equal to 6.0% of the LEAF Shares issued in exchange for 
the Subscription Receipts sold under the Offering.  Additionally, Eight will be paid a corporate finance fee equal to 1.25% 
of the gross proceeds of the Offering, in connection with the Offering. 

(3) After deducting the Agents’ Commission, excluding interest, if any, on the Escrowed Funds, and before deducting the 
expenses of the Offering and the Acquisition payable by the Company, estimated to be $1,500,000, a portion of which the 
Company will pay from proceeds of the Offering, with the remainder to be paid from existing working capital. 

(4) The Company has granted the Agents an option (the "Over-Allotment Option"), exercisable at any time, in whole or in 
part, for a period commencing at the closing of the Offering and ending 30 days following closing of the Offering, to 
purchase up to an additional 15% of the total Subscription Receipts sold in the Offering, to a maximum of 13,333,333 
Subscription Receipts, at a price per Subscription Receipt equal to the Offering Price.  If the Over-Allotment Option is 
exercised in full, the total price to the public will be $3,000,000, an additional $180,000 will be paid with respect to the 
Agents’ Commission and the Agents will receive an additional 800,000 Compensation Warrants, and the net proceeds to 
LEAF, before deducting the estimated expenses related to such exercise, will be $2,820,000.  In the event the Over-
Allotment Option is exercised following the satisfaction or waiver of the Release Conditions, the Company shall issue the 
same number of LEAF Shares in lieu of Subscription Receipts.  This Prospectus also qualifies the grant of the Over-
Allotment Option and the distribution of additional Subscription Receipts or the LEAF Shares, as applicable, to be issued 
and sold upon exercise of the Over-Allotment Option, and the LEAF Shares issuable upon conversion of such 
Subscription Receipts.  A purchaser who acquires securities forming part of the Agents’ over-allocation position acquires 
those securities under this Prospectus, regardless of whether the over-allocation position is ultimately filled through the 
exercise of the Over-Allotment Option or secondary market purchases.  See "Plan of Distribution." 
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The Agents conditionally offer the Subscription Receipts, subject to prior sale, if, as and when 
issued by LEAF and accepted by the Agents in accordance with the conditions contained in the 
Agency Agreement referred to under "Plan of Distribution", subject to the approval of certain 
legal matters on behalf of the Company by Richards Buell Sutton LLP and on behalf of the 
Agents by Wildeboer Dellelce LLP. 
 
The following table sets forth the maximum number of securities issuable to the Agents 
pursuant to the Compensation Warrants: 
 
Agents’ Position Maximum number of 

securities available 
Exercise period or 
Acquisition date 

Exercise price  

Compensation Warrants(1)(2)(3) 6,133,333 Compensation 
Warrants 
 

24 months from issuance $0.225 per LEAF Share 

Notes: 
(1) This Prospectus also qualifies the distribution of the Compensation Warrants.  See "Plan of Distribution." 
(2) Assuming the exercise of the Over-Allotment Option in full.  See "Plan of Distribution". 
(3) Includes 800,000 Compensation Warrants issuable if the Over-Allotment Option is exercised in full. 

 
Other than in respect of Subscription Receipts sold to purchasers in the United States and to 
U.S. persons (as such term is defined in the United States Securities Act of 1933, as amended), 
which will be represented by individual certificates, one or more book entry-only certificates 
representing the balance of the Subscription Receipts will be issued in registered form to CDS 
Clearing and Depository Services Inc. ("CDS") or its nominee and deposited with CDS on the 
Closing under the book-based system administered by CDS (the "Book-Entry Only System"). 
A Canadian resident purchaser of Subscription Receipts will receive only a customer 
confirmation from the Agents or another registered dealer who is a CDS participant through 
which the Subscription Receipts are purchased upon the issue thereof, and the LEAF Shares 
issuable pursuant to such Subscription Receipts will also be deposited in the Book-Entry Only 
System and, as such, will not be evidenced by physical certification. 
 
Subscriptions for the Subscription Receipts will be received subject to rejection or allotment in 
whole or in part and the right is reserved to close the subscription books at any time without 
notice.  Closing of the Offering (the "Closing Date") is expected to occur on or about January 
31, 2021 or such later date as the Company and the Co-Lead Agents may agree, but in any 
event no later than the Escrow Deadline. 
 
The LEAF Shares are listed and posted for trading on the TSXV under the symbol "LEAF."  On 
October 6, 2020, the last trading day before the announcement of the Acquisition, the closing 
price of the LEAF Shares on the TSXV was $0.225.  Trading of the LEAF Shares has been 
halted since October 7, 2020.  Closing of the Acquisition is conditional upon LEAF applying for, 
and receiving, conditional approval from the TSXV and conditional approval from the TSX for 
the listing of the LEAF Shares, which conditional approvals have been received. Such listing will 
be subject to LEAF fulfilling all the listing requirements of the TSX including, with respect to the 
LEAF Shares, the minimum distribution requirements of the TSX. 
 
There is currently no market through which the Subscription Receipts may be sold and 
purchasers may not be able to resell the Subscription Receipts acquired under this Prospectus. 
This may affect the pricing of the Subscription Receipts in the secondary market, the 
transparency and availability of trading prices, the liquidity of the Subscription Receipts, and the 
extent of issuer regulation. See "Risk Factors." 
 
An investment in the Subscription Receipts and the LEAF Shares involves a high degree of risk 
and should be considered speculative due to the nature of LEAF's business. It is important for 
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prospective purchasers to carefully review and consider the risk factors outlined or incorporated 
by reference in this Prospectus in connection with an investment in the Subscription Receipts. 
See "Cautionary Statement Regarding Forward-Looking Information" and "Risk Factors." 
 
LEAF's head office is located at Suite 909 - 510 Burrard Street, Vancouver, British Columbia, 
V6C 3A8. LEAF's registered office is located at 700 - 401 West Georgia Street, Vancouver, 
British Columbia, V6B 5A1. 
 
Investors should rely only on the information contained in or incorporated by reference into this 
Prospectus. LEAF has not authorized anyone to provide investors with different information. 
Neither LEAF nor the Agents are making an offer of these securities in any jurisdiction where 
the offer is not permitted. Investors should not assume that the information contained in this 
Prospectus is accurate as of any date other than the date on the front of this Prospectus. 
LEAF's business, operating results, financial condition and prospects may have changed since 
such date. 
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION 
 
This Prospectus and the documents incorporated by reference herein contain "forward-looking 
statements" within the meaning of Canadian securities legislation. These forward-looking 
statements are made as of the date of this Prospectus or, in the case of documents 
incorporated by reference herein, as of the date of such documents. 
 
In certain cases, forward-looking statements can be identified by the use of words such as 
"believe," "intend," "may," "will," "should," "plans," "anticipates," "believes," "potential," "intends," 
"expects" and other similar expressions.  Forward-looking information in this Prospectus include 
references to: the anticipated proceeds (and related fees) of the Offering and the intended use 
of proceeds; matters related to the completion of the Acquisition and the Offering, including the 
fees, terms and mechanics thereof; the expected consideration payable under the Acquisition, 
including any escrow, holdback or adjustments in respect thereof; the receipt of required 
regulatory and other approvals for each of the Acquisition and the Offering; the characteristics of 
the business, financial condition, results of operations and prospects of the Resulting Issuer 
upon completion of the Acquisition; the anticipated effect of the Acquisition on the Resulting 
Issuer's operations, financial condition, size, reach and overall strategy; and the Resulting 
Issuer's growth strategy, opportunities and its ability to realize thereon. 
 
Forward-looking statements reflect our current expectations and assumptions, and are made in 
light of information available as at the date of this Prospectus.  Such forward-looking information 
reflect LEAF's experience and perception of historical trends, including expectations and 
assumptions concerning: foreign exchange rates; capital efficiencies, cost savings and 
synergies (including synergies arising from the Acquisition); that the user base of LEAF and 
ESG's games will continue to grow; the sufficiency of budgeted expenditures in carrying out 
planned activities; the availability and cost of labour and services; that "Live Ops" will continue 
to have a positive effect on user retention and advertising revenue; that third-party intellectual 
property will continue to be available on terms reasonable to the Resulting Issuer; the receipt of 
all regulatory and other approvals for the Acquisition, and satisfaction of all other closing 
conditions relating to the Acquisition in the manner and on the time frames completed; the 
successful completion of the Acquisition and the Offering; future expenditures to be made by the 
Resulting Issuer; views on the combined business following completion of the Acquisition being 
accretive and equalling at least the sum of LEAF and ESG today, and that there will not be a 
decrease in revenues from operations; future debt levels; the effect of competition on the 
Resulting Issuer; and the effects of IT security risks on the Resulting Issuer.  Future-looking 
statements are subject to a number of known and unknown risks, uncertainties and other factors 
which may cause our actual results, performance or achievements to be materially different 
from any anticipated future results, performance or achievements expressed or implied by the 
forward-looking statements. Forward-looking statements are inherently risky and uncertain. 
 
These statements involve known and unknown risks, uncertainties and other factors which may 
cause the actual results, performance or achievements of LEAF, ESG or the Resulting Issuer to 
be materially different from any future results, performance or achievements expressed or 
implied by the forward-looking statements. Such risks and other factors include, among others, 
risks related to the Acquisition; risks related to the integration of the combined businesses of 
LEAF and ESG; cost synergies; the historic performance of ESG being outside of LEAF's 
control; pro forma information; uncertainty of future revenues; competition; regulation; potential 
intellectual property issues; reliance on third party distributors; dependence on key executives; 
dependence on advertising revenue; potential requirement for further funding; IT security risks; 
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potential conflicts of interest with proposed directors and officers; potential share price volatility; 
need to attract and retain qualified personnel; limited market for the trading of its securities; and 
uncertainty as to dividends; defects, bugs or errors with products or services; changes in 
technology; changes to mobile devices; "cheating" programs, scam offers or black markets with 
respect to the Resulting Issuer's games; the unauthorized sale/purchase of virtual goods in the 
Resulting Issuer's games; reputational harm; declines in mobile gaming generally; COVID-19 
related risks; and risks with respect to the Resulting Issuer's long term debt.  
 
Investors are advised to carefully review and consider the risk factors identified in this 
Prospectus under the heading "Risk Factors" and in the other documents incorporated by 
reference herein for a discussion of the factors that could cause LEAF's actual results, 
performance and achievements to be materially different from any anticipated future results, 
performance or achievements expressed or implied by the forward-looking statements. 
Investors are further cautioned that the foregoing list of assumptions is not exhaustive and it is 
recommended that prospective investors consult the more complete discussion of LEAF's 
business, financial condition and prospects that is included in this Prospectus, including the 
documents incorporated by reference herein. The forward-looking statements contained in this 
Prospectus are made as of the date hereof and, accordingly, are subject to change after such 
date. 
 
Although LEAF believes that the assumptions on which the forward-looking statements are 
made are reasonable, based on the information available to LEAF on the date such statements 
were made, no assurances can be given as to whether these assumptions will prove to be 
correct. Accordingly, readers should not place undue reliance on forward-looking information. 
LEAF does not undertake to update any forward-looking information, except as, and to the 
extent, required by applicable securities laws. The forward-looking statements contained in this 
Prospectus and the documents incorporated by reference herein are expressly qualified by this 
cautionary statement. 
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DOCUMENTS INCORPORATED BY REFERENCE 
 
Information has been incorporated by reference into this Prospectus from documents filed with 
the securities commissions or similar authorities in the provinces of Canada, excepting Quebec.  
Copies of documents incorporated herein by reference may be obtained upon request without 
charge from LEAF at Suite 909 - 510 Burrard Street, Vancouver, British Columbia, Canada, 
V6C 3A8 (telephone: 604 288 4418; email: info@leafmobile.io). Copies of documents 
incorporated by reference may also be accessed online at www.sedar.com. LEAF's filings 
through the System for Electronic Documents Analysis and Retrieval ("SEDAR") are not 
incorporated by reference in this Prospectus, except as specifically set out herein. 
 
The following documents, filed with the securities commission or similar authority in each of the 
provinces of Canada, excepting Quebec, are specifically incorporated by reference into, and 
form an integral part of, this Prospectus: 

 the joint information circular of 1182533 and LEAF dated February 14, 2020, which 
includes: (A) the audited financial statements of 1182533 for the period from October 10, 
2018 (the incorporation date of its predecessor) to December 31, 2018, audited financial 
statements for the interim period ended September 30, 2019, the respective auditor's 
reports thereon, and the corresponding management discussion and analysis dated 
February 14, 2020; and (B) audited financial statements of LDRLY for the years ended 
December 31, 2016, 2017 and 2018, the auditor's report thereon, the unaudited financial 
statements for the interim period ended September 30, 2019, and the corresponding 
management discussion and analysis dated February 14, 2020; 

 audited financial statements of LEAF for the year ended December 31, 2019, and the 
auditor's report thereon, and the corresponding management discussion and analysis 
dated March 20, 2020;  

 audited annual financial statements of 1182533 for the year ended December 31, 2019 
and the auditor's report thereon; 

 audited annual financial statements of LDRLY for the year ended December 31, 2019 
and the auditor's report thereon; 

 material change report dated April 20, 2020 with respect to LEAF's completion of its 
Qualifying Transaction;  

 material change report dated October 7, 2020 with respect to the Acquisition;  

 the information circular of LEAF dated November 4, 2020 with respect to the Acquisition.  
However, please note that the “Notice of No Auditor Review” for the respective 
unaudited interim financial statements of 1182533, LDRLY and LEAF for the interim 
period ended March 31, 2020 are not incorporated by reference herein, as such financial 
statements have been reviewed by auditors; 

 the amended and restated unaudited condensed consolidated interim financial 
statements of LEAF (including 1182533 and LDRLY) for the period ended September 
30, 2020, and the corresponding management's discussion and analysis dated January 
13, 2021; and 
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 the Filing Statement dated January 18, 2021. 
 
The foregoing documents are not incorporated by reference or deemed to be 
incorporated by reference to the extent their contents are modified or superseded by a 
statement contained in this Prospectus or in any other subsequently filed document that 
is incorporated by reference or deemed to be incorporated by reference in this short 
form prospectus. The modifying or superseding statement need not state that it has 
modified or superseded a prior statement or include any other information set forth in 
the document that it modifies or supersedes. The making of a modifying or superseding 
statement shall not be deemed an admission for any purposes that the modified or 
superseded statement when made, constituted a misrepresentation, an untrue statement 
of a material fact or an omission to state a material fact that is required to be stated or 
that is necessary to prevent a statement that is made from being false or misleading in 
the circumstances in which it was made. Any statement so modified or superseded shall 
not be deemed, except as so modified or superseded, to constitute part of this 
Prospectus. 
 
Any documents of the type required by National Instrument 44-101 – Short Form Prospectus 
Distributions to be incorporated by reference in this Prospectus, including any material change 
reports (excluding confidential reports), comparative interim financial statements, comparative 
annual financial statements and the auditors’ report thereon, management’s discussion and 
analysis of financial condition and results of operations, information circulars, annual information 
forms and business acquisition reports, filed by LEAF with the securities commissions or similar 
regulatory authorities in Canada subsequent to the date of this Prospectus and prior to the 
termination of this distribution are deemed to be incorporated by reference in this Prospectus. 

MARKET AND INDUSTRY DATA 
 
This Prospectus includes market and industry data and forecasts that were obtained from third-
party sources, industry publications and publicly available information as well as industry data 
prepared by management on the basis of its knowledge of the applicable markets in which the 
Company will operate (including management’s estimates and assumptions relating to the 
industry based on that knowledge). Management's knowledge of gaming media and events, 
including the industry in Canada and the US, has been developed through its experience and 
participation in the industry. 
 
Management believes that its industry data is accurate and that its estimates and assumptions 
are reasonable, but there can be no assurance as to the accuracy or completeness of this data. 
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GLOSSARY 
 

The following is a glossary of certain terms used in this Prospectus.  Terms and abbreviations 
used in the respective financial statements of the Company and ESG, and in the exhibits to this 
Prospectus may be defined separately and the terms and abbreviations defined below may not 
be used therein. 
 

1182533 means 1182533 B.C. Ltd., a subsidiary of LEAF. 
 

1933 Act 
 

means the United States Securities Act of 1933, as amended. 

Acquisition 
 

means the acquisition by LEAF of all of the issued and outstanding 
securities of ESG pursuant to the Acquisition Agreement. 
  

Acquisition Agreement means the share purchase agreement dated October 31, 2020 and 
amended November 26, 2020 among LEAF, ESG and the ESG 
Securityholders with respect to the Acquisition. 
 

Acquisition Closing means the completion of the Acquisition. 
 

Acquisition Closing Date 
 

means the date on which the Acquisition Closing occurs. 

Agency Agreement 
 

means the agreement to be entered into between the Agents and 
the Company in respect of the Offering. 
 

Agents 
 

mean, collectively, the Co-Lead Agents, Paradigm Capital Inc. and 
Scotia Capital Inc. 
 

Agents’ Commission 
 

means the commission of 6.0% of the gross proceeds of the 
Offering (including any proceeds from exercise of the Over-
Allotment Option) payable in cash on the Closing Date. 
 

BCSC 
 

means the British Columbia Securities Commission. 

Closing Date 
 

means the date on which the Offering is completed. 

Co-Lead Agents 
 

means, collectively, Eight Capital and Haywood. 

Company or LEAF means LEAF Mobile Inc. 
 

Compensation Warrants means the compensation warrants issuable to the Agents, each 
such compensation warrant entitling the holder thereof to purchase 
one LEAF Share at a price equal to $0.225 per share for a period 
of 24 months from issuance. 
 

Corporation Finance Fee 
 

means the corporate finance fee, payable in cash on the Closing 
Date to Eight Capital, in an amount equal to 1.25% of the gross 
proceeds of the Offering. 
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Earnings means the interest or other income actually earned on the 
investment or reinvestment of the Escrowed Funds between the 
date such funds are deposited with the escrow agent under the 
Subscription Receipt Agreement, and up to but not including the 
earlier to occur of the Release Date and the date on which a 
Termination Event occurs and, for greater clarity, interest or other 
income actually earned on the investment of any proceeds from 
exercise of the Over-Allotment Option to be granted to the Agents 
with respect to the Offering shall be calculated from the time such 
proceeds are received by the escrow agent under the Subscription 
Receipt Agreement. 
 

Escrow Agent 
 

Odyssey Trust Company, as the escrow agent under the 
Subscription Receipt Agreement. 
 

Escrow Deadline means that day which is 30 days from the Closing Date, or such 
other date that the Company and the Co-Lead Agents may agree 
upon. 
 

Escrowed Funds 
 

means the aggregate of (a) the gross proceeds of the Offering, 
including, if applicable, gross proceeds received in connection with 
the exercise in whole or in part of the Over-Allotment Option before 
closing of the Offering, less the fees and reimbursements payable 
to the Agents upon closing of the Offering (including but not limited 
to the Agents’ Commission and Corporate Finance Fee); (b) 
amounts payable to the escrow agent under the Subscription 
Receipt Agreement; (c) gross proceeds, if any, received upon the 
exercise in whole or in part of the Over-Allotment Option after 
closing of the Offering, less fees and reimbursements payable to 
the Agents upon closing of any such exercise (including but not 
limited to the Agents’ Commission and Corporate Finance Fee); 
and (d) Earnings. 
 

ESG means EastSide Games Inc. 
 

ESG Securityholders means holders of the outstanding securities of ESG. 
 

Filing Statement 
 

means the amended and restated filing statement dated January 
18, 2021 (amending and restating the filing statement dated 
December 22, 2020), prepared by LEAF and ESG with respect to 
the Acquisition. 
 

Haywood means Haywood Securities Inc. 
 

LDRLY 
 

means LDRLY (Technologies) Inc. 

Offered Securities means the Subscription Receipts being offered for sale pursuant to 
the Offering. 
 

Offering means the public offering of Subscription Receipts under this 
Prospectus. 
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Offering Jurisdictions means each of the provinces of Canada (excepting Quebec) and 
such other jurisdictions as may be mutually agreed upon by the 
Agents and LEAF where the Offered Securities are offered to 
prospective investors. 
 

Offering Price means $0.225 per Subscription Receipt. 
 

Over-Allotment Option means the option granted by LEAF to the Agents to allow the 
Agents to purchase additional Subscription Receipts or LEAF 
Shares within 30 days of the Closing Date for market stabilization 
purposes and to cover over-allotments, if any.  See "Plan of 
Distribution". 
 

Qualifying Transaction means the qualifying transaction (as such term is defined under 
TSXV policies) of LEAF (then "Caprice Business Development 
Canada Inc."), including the acquisition of LDRLY, completed on 
April 17, 2020. 
 

Release Conditions 
 

means the following conditions, which must be satisfied on or 
before 5:00 PM (Toronto time) on the Escrow Deadline: (i) the 
completion or satisfaction of all conditions precedent (other than 
the release of the Escrowed Funds) to the Acquisition; (ii) the 
receipt by LEAF of the conditional approval of the TSXV of the 
Acquisition and the Offering, and the conditional approval of the 
TSX of the listing of the LEAF Shares (which conditional approval 
has, as at the date of this Prospectus, been received); (iii) the 
delivery of a joint notice from LEAF and the Co-Lead Agents to the 
Escrow Agent confirming that the conditions set forth in (i) and (ii) 
above have been met or waived. 
 

Resulting Issuer means the Company upon completion of the Acquisition and the 
Offering. 
 

SEDAR means the Canadian System for Document Analysis and Retrieval 
available to the public online at www.sedar.com. 
 

Subscription Receipt 
Agreement 
 

means the subscription agreement to be entered into by the 
Company, the Co-Lead Agents and the Escrow Agent governing 
the Subscription Receipts. 
 

Termination Event means the earliest of: (a) the Acquisition Closing Date not having 
occurred by 5:00 pm (Vancouver time) on that day (the "Outside 
Date") which is 30 days from the Closing Date; (b) LEAF having 
issued a press release or provided the Co-Lead Agents and the 
escrow agent under the Subscription Receipt Agreement, a written 
notice, in each case indicating that the Outside Date will occur prior 
to the Acquisition Closing Date; (c) the Acquisition Agreement 
being terminated; (d) LEAF having issued a press release or 
provided the Co-Lead Agents and the Escrow Agent a written 
notice, in each case indicating that the Acquisition Agreement will 
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be terminated or that it does not intend to proceed with the 
Arrangement; (d) LEAF or ESG having terminated its business and 
affairs or been dissolved, wound-up or liquidated; (f) LEAF having 
issued a press release or provided the Co-Lead Agents and the 
escrow agent under the Subscription Receipt Agreement, a written 
notice, in each case indicating that LEAF or ESG will terminate its 
business and affairs or will be dissolved, wound-up or terminated, 
or that it does not intend to proceed with the Acquisition; and (g) 
LEAF or ESG declaring bankruptcy or becoming insolvent as 
described in the Subscription Receipt Agreement. 
 

TSX means the Toronto Stock Exchange. 
 

TSXV means the TSX Venture Exchange. 
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LEAF MOBILE INC. 
 

LEAF was incorporated under the name "Caprice Business Development Canada Inc." on 
November 29, 2018 under the BCA.  It changed its name to "Leaf Mobile Inc." on April 17, 2020. 
 
LEAF is a reporting issuer in the provinces of British Columbia, Alberta and Ontario, and is 
required to make filings in those jurisdictions on a continuous basis.  All disclosure filings as 
required under applicable securities law are available for review under LEAF's SEDAR profile 
online at www.sedar.com. 
 
The registered office of LEAF is located at 700 - 401 West Georgia Street, Vancouver, British 
Columbia V6B 5A1.  Its head office is located at Suite 909 - 510 Burrard Street, Vancouver, 
British Columbia, Canada, V6C 3A8.   
 
LEAF is the ultimate parent company of LDRLY, through which it conducts all of primary 
operations. 

LEAF'S BUSINESS 
 
LEAF, through its operating subsidiary LDRLY, is a developer and publisher of mobile games. 
 
LEAF was initially a "capital pool company," whose sole business was to identify and evaluate 
businesses and assets with a view to completing a "qualifying transaction" (as such terms are 
defined under TSXV policies). On April 17, 2020, LEAF completed an acquisition of LDRLY as 
its Qualifying Transaction.   
 
Concurrently, 1182533 completed a private placement of shares, at a price of $0.16 per share, 
for gross proceeds of $3.5 million.  (The private placement was used as support for the 
purchase price allocation calculations shown in Notes 4 and 5 to LEAF’s interim financial 
statements for the period ended September 30, 2020.  Please note that the portion of the 
purchase price allocated towards LDRLY’s intangible assets in Note 4 to such interim financials 
should be considered provisional.)  The shares issued by 1182533 were exchanged for LEAF 
Shares on a 1:1 basis under the Qualifying Transaction.  Proceeds from the private placement 
were used to fund such operational items such as licensing expenses ($125,000), game 
development and publishing expenses ($550,000), game launch marketing expenses 
($300,000), and general and administrative expenses ($850,000), including transaction 
expenses with respect to the Qualifying Transaction and payment of finder's fees, with the 
remainder added to unallocated working capital. 
 
Since the completion of its Qualifying Transaction, all of LEAF's primary operations are 
conducted through LDRLY.  LDRLY, in turn, is in the business of developing and producing 
"counter culture" mobile games, with such titles as Cheech & Chong Bud Farm, Bud Farm Idle 
Tycoon, Bud Farm Grass Roots and Bud Farm 420. 
 
LDRLY's ability to use celebrities and their intellectual property to drive engagement has also 
resulted in a positive up-tick in its social media metrics.  For example, its recent campaign in 
October 2020 for the Cheech & Chong Bud Farm title, which featured an appearance by Nathan 
"DoggFace" Apodaca, resulted in over 4.5 million views and more than 380,000 likes on 
LDRLY's TikTok profile.  It also increased the number of organic weekly installations of the title 
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on mobile devices by over 450% shortly after its launch1, and the title reached #11 in the "top 
150 of all free games" category for the Apple iOS app store in October 20202. 
 
After the completion of its Qualifying Transaction, LEAF has been able to meet the business 
objectives set out in the joint information circular dated February 14, 2020 with respect to the 
Qualifying Transaction as follows: 

 LEAF has secured new third party intellectual rights for new game development, as 
described in the "Future Developments - Product Pipeline" below; 

 LEAF has optimized LDRLY's legacy franchise economics through disciplined financial 
management, and has increased alternative revenue through the increased scale and 
frequency of in-game events and promotions, as described above; and 

 LDRLY's user base has increased, as described above. 
 
In reaching these objectives, LEAF has met previously disclosed milestones as follows: 
 

Event/Milestone Status 

Completion of Qualifying Transaction 
 

Completed April 17, 2020. 

Add two third party intellectual property-driven 
growth games to LDRLY's development 
pipelines. 
 

In progress. See the "Future Developments - 
Product Pipeline" discussion below. 

Launch one third party intellectual property-
driven growth game. 
 

Completed with the launch of Cheech & 
Chong Bud Farm in April 2020. 

Bud Farm Idle Tycoon to reach key 
performance indicator of 40,000 daily active 
users (DAU) 
 
 

Completed January 31, 2020. 

Transition Pot Farm Legacy to "sunset" phase 
of game cycle, and migrate players to growth 
games such as Bud Farm Idle Tycoon 
 

Completed January 31, 2020. 

Enhance "Live Ops" to weekly event frequency 
across legacy game franchise 
 

Completed in Q1 2020, with introduction of 
daily events across legacy game franchise. 
 

Reduce non-essential operating costs to 
improve LDRLY profitability 
 

Completed in Q1 2020 by enacting "virtual" 
studio for remote work, thereby reducing 
office-related expenses. 
 

Streamline game development and launch to 
improve speed to market and game launch 

Completed in Q1 2020 by focusing on creative 
content development process and leveraging 

                                                
1  App Annie, WoW % gain organic installs. 
2 USA iOS All Apps Strategy category ranking; top 150 of all free games in the iOS app store, October 

17, 2020. 
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results 
 

"off the shelf" tools such as IdleKit, thereby 
improving speed to market. 
 

Hire marketing and strategic insights leader 
 

Completed October 2020. 

Financial management processes deployment 
 

Completed Q2 2020. 

 
COVID-19 
 
LEAF continues to monitor and assess the effects of COVID-19 pandemic on its operations.  In 
mid-March, LEAF's workforce also transitioned to remote working as LEAF closed its offices, 
without any material disruption to its day-to-day operations.  As at the date of this Prospectus, 
LEAF's offices remain closed for the safety of its employees. 
 
Beginning at the onset of the pandemic in late March 2020 and continuing through to May 2020, 
as individuals began to shelter-in-place or to stay at home in general, LEAF experienced higher 
levels of player engagement in its games from current, lapsed and new players, as well as a 
decline in advertising prices across the gaming industry.  In June 2020, this trend appeared to 
normalize, and has remained consistent through the period ended September 30, 2020.  
Management is of the opinion that users acquired since the beginning of the COVID-19 
pandemic exhibit similar user behavior as users acquired before the pandemic, implying that 
many of the newly acquired users will continue to play LEAF's games. 

Future Developments 
 
LDRLY also continues to produce new games on an ongoing basis.  In this process, it 
continually develops potential new narrative themes for development, whether internally or 
externally.  External development may include the incorporation of third-party licensed brands or 
properties. 
 
Product Pipeline 
 
"Project GreenThumb" is a game currently in development in partnership with BReal of the hip 
hop group Cypress Hill.  The game will be developed and published by LDRLY.  It is anticipated 
to launch in 2021. 
 
"Project Girl Game" is a game currently in development, which will be developed and published 
by LDRLY.  It is anticipated to launch in 2021. 
 
For a further description of LEAF and LDRLY's operations, please see the joint information 
circular of LEAF and 1182533 dated February 14, 2020 available on SEDAR. 

THE ACQUISITION 

Principal Steps of the Acquisition 
 
Pursuant to the Acquisition Agreement, LEAF will acquire all of the issued and outstanding 
securities of ESG on a "cash free, debt free" basis, for a purchase price of $150 million.   
 
In consideration, the ESG Securityholders will receive, in the aggregate, the following: 
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 $10 million in cash, subject to adjustment; and 

 444,444,444 LEAF Shares. 
 
Additionally, the ESG Securityholders may receive the following contingent consideration: 

 in the event that the Resulting Issuer receives $100,000,000 in gross revenue in the 
twelve month period commencing upon completion of the Acquisition, the ESG 
Securityholders will receive an additional $10,000,000 in cash, and an additional 
$10,000,000 payable in cash or in LEAF Shares, in the sole discretion of Jason Bailey, 
as representative for the ESG Securityholders; and 

 in the event that the Resulting Issuer receives $150,000,000 in gross revenue in the 
twelve month period commencing on the first anniversary of the completion of the 
Acquisition, the ESG Securityholders will receive a further $10,000,000 in cash, and a 
further $10,000,000 payable in cash or in LEAF Shares, in the sole discretion of Jason 
Bailey, as representative for the ESG Securityholders. 

 
In the event that Mr. Bailey elects to receive LEAF Shares in payment of such contingent 
consideration, the LEAF Shares will be issued at a deemed price equal to the Offering price of 
the Subscription Receipts, such that a maximum number of LEAF Shares issuable with respect 
to such contingent payment is 88,888,888 LEAF Shares. 
 
If LEAF undergoes a transaction or a series of transactions resulting in (a) a sale or disposition 
of all or substantially all of LEAF's assets, or (b) a merger or consolidation with or into any other 
corporation or corporations or other entity, or any other corporate reorganization, other than with 
a wholly-owned subsidiary of LEAF; (c) any issuance of voting securities of LEAF, or any 
transfer of beneficial ownership, directly or indirectly, of all or any portion of the outstanding 
voting securities of LEAF that results in the LEAF's voting shareholders immediately prior to 
such transaction or series of related transactions, no longer owning in the aggregate, directly or 
indirectly, legally or beneficially, at least fifty percent (50%) of the voting securities of LEAF or 
the successor or acquiring entity (as applicable), then the contingent consideration will become 
immediately due and payable. 
 
A copy of the Acquisition Agreement can be found in Appendix D of the Filing Statement. 
 
It is intended that, following completion of the Acquisition, ESG will be a wholly-owned 
subsidiary of the Resulting Issuer.  The anticipated intercorporate relationship of the Resulting 
Issuer will be as follows: 
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Keh Kaw Games Inc. is a wholly-owned subsidiary of ESG, which has never had any assets nor 
carried on any operations. 
 
The LEAF Shares to be issued to the ESG Securityholders will be issued pursuant to 
exemptions from prospectus requirements available under applicable securities laws and are 
not qualified under this Prospectus. However, the LEAF Shares to be issued to certain ESG 
Securityholders are anticipated to be held in escrow pursuant to the policies of the TSXV and 
the TSX.  See "Escrowed Securities" for further discussion.  

Conditions to the Acquisition 
 
Completion of the Acquisition is subject to several conditions, including the following: 

 LEAF shall have received all necessary approvals from its shareholders; 

 the completion of the Offering; 

 the TSXV shall have granted conditional approval to the Acquisition and the Offering, 
which conditional approval has been received; 

 the TSX shall have granted conditional approval to the listing of the LEAF Shares for 
trading, which conditional approval has been received; and 

 all other consents, orders and approvals required or necessary or desirable for the 
completion of the Acquisition shall have been obtained. 

New Control Persons of the Resulting Issuer 
 
Upon completion of the Acquisition and the Offering, it is anticipated that Jason Bailey will hold, 
directly or indirectly, 365,596,204 LEAF Shares upon completion of the Acquisition and the 
Offering (but without taking into consideration the Over-Allotment Option), representing 48.68% 
of the LEAF Shares, on a non-diluted basis.  As such, Mr. Bailey will be considered a "control 
person" of the Resulting Issuer upon completion of the Acquisition and the Offering.  Further 
information regarding Mr. Bailey is provided under "Directors and Officers" herein. 
 

LEAF MOBILE INC. 

1182533 B.C. LTD. EASTSIDE GAMES INC. 

LDRLY(TECHNOLOGIES) INC. KEH KAW GAMES INC. 



- 14 - 

9808454.1 

As at the date of this Prospectus, Mr. Bailey beneficially owns, through his family trust, 
31,793,568 (14.90%) of the issued and outstanding LEAF Shares.  Such LEAF Shares are held 
in trust by ESG, and, along with other LEAF Shares currently held by ESG (totalling 55,187,500 
LEAF Shares, or 25.86% of the issued and outstanding LEAF Shares) will be distributed to the 
ESG Securityholders (including to Mr. Bailey’s family trust) prior to completion of the Acquisition.  
Due to his beneficial shareholdings in ESG, Mr. Bailey is considered to be a related party of 
LEAF.  

Regulatory Approvals  
 
It is a condition of the Acquisition that the TSXV shall have conditionally approved the 
Acquisition and the Offering.  Additionally, it is a condition of the Acquisition that the TSX shall 
have conditionally approved the listing of the LEAF Shares.  Application to both the TSXV and 
TSX has been made to obtain such approval.  The conditional approvals of both the TSX and 
the TSXV have been received. 
 
Any approval will be subject to LEAF satisfying the initial listing requirements of the TSXV and 
TSX after completion of the Acquisition and Offering. There can be no assurance as to if, or 
when, such approval will be obtained.  

Adjustments to the Purchase Price & Escrow in Respect of the Acquisition 
 
Pursuant to the Acquisition Agreement, the consideration payable to the ESG Securityholders 
(the "Purchase Price") is subject to adjustments for such things as cash, indebtedness, 
transaction expenses and working capital as at Acquisition Closing.  The adjusted Purchase 
Price payable will be estimated for the Acquisition Closing (the "Estimated Purchase Price"), 
with such adjustments to be confirmed when financial statements for ESG are available for the 
financial year ending on the Acquisition Closing Date.  An amount of $100,000 (the "Purchase 
Price Adjustment Escrow") will be held from the amounts paid at Acquisition Closing and 
deposited in escrow for a one-year period commencing from the Acquisition Closing Date, so as 
to refund any overpayments with respect to such adjustments. 
 
Additionally, the Purchase Price will be subject to adjustment for any amounts to be paid by 
ESG Securityholders as indemnifying parties pursuant to indemnities provided by them under 
the Acquisition Agreement.  An amount of $1,000,000 (the "Indemnity Escrow") will be held 
from the amounts paid at Acquisition Closing and deposited in escrow for a one-year period 
commencing from the Acquisition Closing Date, so as to fund any such adjustments.  The ESG 
Securityholders will be responsible for any shortfalls. 
 
For greater clarity: 

 In the event that the Purchase Price is more than the Estimated Purchase Price, the full 
amount of the Purchase Price Adjustment Escrow will be released to the ESG 
Securityholders, and LEAF will pay any underpayment to the ESG Securityholders; 

 If the Estimated Purchase Price is more than the Purchase Price, any overpayment will 
be withdrawn from the Purchase Price Adjustment Escrow and released to LEAF; if the 
Purchase Price Adjustment Escrow is insufficient to reimburse any such overpayment, 
the ESG Securityholders must pay the shortfall amount; 
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 In the event that any amounts are paid by the ESG Securityholders as indemnifying 
parties pursuant to the indemnities provided for in the Acquisition Agreement, such 
amounts will be withdrawn from the Indemnity Escrow. 

 
Any funds remaining from the Purchase Price Adjustment Escrow and the Indemnity Escrow 
after expiration of the one-year period will be released to the ESG Securityholders. 
 
Finder's Fee 
 
Pursuant to an agreement dated October 14, 2020 between ESG and Haymarket Investments 
Inc. ("Haymarket"), ESG retained the financial advisory services of Haymarket with respect to 
potential mergers and/or acquisitions. In consideration, and as a result of the Acquisition, a 
finders' fee will be paid by the ESG Securityholders to Haymarket from the LEAF Shares 
otherwise receivable by them under the Acquisition, in a number equal to 2% of the proceeds 
payable under the Acquisition Agreement as at the Acquisition Closing (being $110 million). As 
such, 9,777,778 LEAF Shares will be paid by the ESG Securityholders and received by 
Haymarket as payment of such finder's fee. Payment of the finder's fee is subject to LEAF 
obtaining the prior approval of the TSXV. 
 
Haymarket is a private British Columbia company of which Jonathan Bixby and Mike Edwards, 
proposed directors of the Resulting Issuer, are principals. 

Post-Closing Loan 
 
To ensure that ESG has enough cash to meet its operational needs in the immediate short term 
following the Closing, Jason Bailey or his nominee will provide the Resulting Issuer with an 
unsecured and subordinated loan facility of $10 million, with interest accruing at 5% per annum 
on any amount drawn under such facility, pursuant to a separate loan agreement to be entered 
into by LEAF and Mr. Bailey or his nominee concurrent with the Acquisition Closing. 

Covenants 
 
Covenants Regarding the Conduct of Business 
 
The Acquisition Agreement contains certain customary covenants, including, among others, an 
agreement by ESG and the ESG Securityholders, until the earlier of the Acquisition Closing and 
the time that the Acquisition Agreement is terminated in accordance with its terms, except as 
otherwise contemplated in the Acquisition Agreement, to conduct ESG's business in the 
ordinary course, subject to any orders from government authorities relating to the COVID-19 
pandemic. ESG and the ESG Securityholders have agreed to use its commercially reasonable 
efforts to preserve intact ESG's current business organization, operations and assets, keep 
available the services of its present employees and agents, and maintain relations with, and the 
goodwill of, suppliers, customers, landlords, creditors, distributors and all other persons having 
business relationships with ESG. 
 
Non-Solicitation 
 
ESG and the ESG Securityholders have agreed that, during the term of the Acquisition 
Agreement, they will not, directly or indirectly, take any action to encourage, initiate or engage in 
discussions or negotiations with, or provide any information to, any person other than LEAF 
concerning the purchase, assignment or transfer of any ESG securities or the material assets of 
ESG or any merger, sale or similar transaction involving ESG, and will ensure that ESG does 
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not take any such action.  The ESG Securityholders have also agreed not to enter into any 
agreement, arrangement or understanding requiring them to abandon, terminate or fail to 
complete the Acquisition or breach the Acquisition Agreement. 

Representations and Warranties 
 
The Acquisition Agreement contains certain customary representations and warranties made by 
LEAF and the ESG Securityholders. The assertions embodied in those representations and 
warranties are solely for the purposes of the Acquisition Agreement. Certain representations 
and warranties may not be accurate or complete as of any specified date because they are 
qualified by certain disclosure provided by either LEAF or the ESG Securityholders providing 
such representations and warranties, or are subject to a standard of materiality or are qualified 
by a reference to material adverse effect. Therefore, readers should not rely on the 
representations and warranties as statements of factual information. 
 
The Acquisition Agreement contains certain representations of a family trust of which Mr. Bailey 
is a trustee, Galan Akin and Joshua Nilson, the executive management of ESG, with respect to 
ESG, relating to the following: corporate status, authorization and enforceability; required 
authorizations; required consents; capitalization; no conflicts; corporate records; conduct of 
business in the ordinary course; no material adverse change; compliance with laws; 
authorizations; title to assets; no options to purchase ESG's assets; leased real property; 
material contracts; accounts receivable; intellectual property and technology; books and 
records; financial statements; no undisclosed liabilities; employees; employee plans; insurance; 
litigation; taxes; and full disclosure. 
 
The representations, warranties and covenants of the ESG Securityholders, Mr. Bailey's family 
trust and Messrs. Akin and Nilson contained in the Acquisition Agreement are subject to certain 
exceptions and qualifications that are contained in a disclosure letter delivered by ESG 
concurrent with the Acquisition Agreement, which is subject to confidentiality provisions. 
 
The Acquisition Agreement contains certain representations and warranties of each of the ESG 
Securityholder relating to the following: if such ESG Securityholder is a corporation, 
incorporation and qualification; due authorization; no conflict; required consents; execution and 
binding obligation; title to the ESG Shares held by it; residence and absence of brokers. 
 
The Acquisition Agreement contains certain representations and warranties of LEAF relating to 
the following: corporate status, authorization and enforceability; no conflict; required 
authorizations; required consents; capitalization; the LEAF Shares to be issued under the 
Acquisition; and litigation. 

Conditions Precedent 
 
Mutual Conditions Precedent 
 
The respective obligations of the parties to complete the Acquisition are subject to the 
fulfillment, satisfaction or waiver of the following conditions on or prior to the Acquisition Closing, 
which conditions may only be waived, in whole or in part, by the mutual consent of each of the 
parties: 

 LEAF shall have received all necessary prior approvals, including but not limited all 
necessary shareholder approvals, and the approvals of the TSXV.  As at the date of this 
Prospectus, the conditional approval of the TSXV has been obtained; 
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 the conditional approval of the TSX with respect to the listing of the LEAF Shares shall 
have been obtained (which, as at the date of this Prospectus, has been obtained); and 

 no law is in effect that makes the consummation of the Acquisition illegal or otherwise 
prohibits or enjoins the parties from consummating the Acquisition; 

 
Additional Conditions Precedent to LEAF's Obligations  
 
LEAF is not required to complete the Acquisition unless each of the following conditions is 
satisfied on or before the Acquisition Closing, which conditions are for the exclusive benefit of 
LEAF and may only be waived, in whole or in part, by LEAF in its sole discretion: 

 The representations and warranties of the ESG Securityholders set forth in the 
Acquisition Agreement are each true and correct as of the date of the Acquisition 
Agreement and are true and correct as of the Acquisition Closing in all material respects, 
in each case except for representations and warranties made as of a specified date, the 
accuracy of which shall be determined as of such specified date; 

 ESG and the ESG Securityholders have fulfilled or complied in all material respects with 
each of its covenants and obligations contained in the Acquisition Agreement to be 
fulfilled or complied with by them on or prior to the Acquisition Closing; 

 LEAF will have completed its due diligence investigations to its satisfaction;  

 LEAF will have received all closing items required under the Acquisition Agreement; and 

 the Offering shall have been completed. 



Additional Conditions Precedent to the Obligations of ESG Securityholders 
 
The ESG Securityholders are not required to complete the Acquisition unless each of the 
following conditions is satisfied on or before the Acquisition Closing, which conditions are for the 
exclusive benefit of the ESG Securityholders and may only be waived, in whole or in part, by 
Jason Bailey, on behalf of himself and all other ESG Securityholders, in his sole discretion: 

 the representations and warranties of LEAF set forth in the Acquisition Agreement were 
true and correct as of the date of the Acquisition Agreement and are true and correct as 
of the Acquisition Closing, in all material respects, except for representations and 
warranties made as of a specified date, the accuracy of which shall be determined as of 
such specified date; 

 LEAF shall have appointed Jason Bailey or his nominee to the LEAF Board to serve until 
the next annual general meeting of the LEAF Shareholders; 

 LEAF shall have appointed Jason Bailey as its Chief Revenue Officer, and Joshua 
Nilson as General Manager of ESG; 

 The ESG Shareholders shall have completed its due diligence investigations of LEAF to 
its satisfaction; and 

 The ESG Shareholders shall have received all closing items required under the 
Acquisition Agreement. 
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Termination 
 
The Acquisition Agreement may be terminated prior to the Acquisition Closing by: 

 the mutual agreement of the parties; or 

 by either LEAF, ESG or the ESG Shareholders if: 

(a) the other party is in material breach of its obligations under the Acquisition 
Agreement that cannot be cured on or before Acquisition Closing; 

(b) if any of the conditions precedent cannot be fulfilled on or before the Acquisition 
Closing, unless such failure is due to the failure of the terminating party to 
perform or comply with its respective obligations under the Acquisition 
Agreement; or 

(c) by either LEAF or ESG if the Acquisition Closing has not occurred on or prior to 
January 31, 2021, except as otherwise mutually agreed to by LEAF and ESG. 

Indemnification 
 
Each of the ESG Shareholders will, severally (and not jointly, or jointly and severally) on a pro 
rata basis in proportion to their respective entitlements to the consideration payable under the 
Acquisition, indemnify LEAF, its affiliates and each of their respective shareholders, directors, 
officers, employees, agents and representatives, from losses and certain damages which may 
be suffered as a result of: 

 any breach or inaccuracy of any representation or warranty made by that ESG 
Shareholder in the Acquisition Agreement; or 

 any breach by that ESG Shareholder of any covenant or obligation to be performed by it 
pursuant to the Acquisition Agreement. 

 
Claims by LEAF for the indemnification of losses are subject to a deductible of $50,000, with 
ESG Securityholders being liable for losses in excess of this deductible.  Additionally the 
aggregate amount of the obligations of Mr. Bailey's family trust and Messrs. Akin and Nilson to 
indemnify LEAF is subject to a limit of the cash and equity consideration paid to them under the 
Acquisition. Such deductible and limit will not apply to gross negligence, fraud, or wilful 
omission.  
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EASTSIDE GAMES 

General 
 
ESG was founded in 2011, and is a mobile game developer and publisher, specialising in free to 
play (F2P) casual mobile games. Headquartered in Vancouver, British Columbia, it is one of the 
most recognised independent Canadian game developers and publishers, with almost a decade 
track record of producing successful titles.  
 
ESG was recently recognised on the “Top 50 Mobile Game Makers 2020” list compiled by 
Pocket Gamer Biz, on the “Canada’s Top Small & Medium Employers” list compiled by 
Canada’s Top 100, as well as on the “Canada’s Top Growing Companies 2019” list compiled by 
Globe & Mail Report on Business. 
 
In April 2020, ESG sold LDRLY to LEAF, as part of LEAF's Qualifying Transaction.  Prior to this 
time, LDRLY was a wholly-owned subsidiary of ESG.  For further discussion regarding LDRLY 
and LEAF's Qualifying Transaction, please see Appendix A Information Concerning LEAF of the 
Filing Statement.  

Digital Entertainment/Mobile Game Industry 
 
The digital entertainment and mobile game industry has undergone dramatic change over the 
recent past, driven by technology and consumer trends which have seen a rapid growth in 
mobile platforms and social media networks, as well as the heightened importance of app stores 
as key distribution and payment gateways.  
 
The gaming industry is today the largest entertainment industry in the world with 2.7 billion 
gamers globally. In 2020, the gaming industry is expected to generate revenues of around USD 
159.3 billion, growing year-on-year by +9.3%, according to Newzoo3.  The games market is 
expected to continue its strong growth in the coming years. The total market will exceed USD 
200 billion at the end of 2023, growing with a +8.3% CAGR, according to Newzoo.  
 
Mobile gaming is currently the world’s most popular form of gaming.  On average, gamers play 
two to five mobile games a month4.  Mobile games are expected to reach 2.6 billion players and 
generate revenues of USD 77.2 billion in 2020, representing almost half of the global games 
market in term of revenues. The mobile games market is expected to grow by 13.3% year-on-
year in 2020 and will continue to grow faster than the total games market up to 2023, according 
to Newzoo. Games are also the dominating category within mobile applications. Mobile games 
now make up 72% of all app store spend, according to App Annie5. 

                                                
3 Newzoo, "The World's 2.7 Billion Gamers Will Spend $153.Billion on Games in 2020; The Market Will 

Surpass $200 Billion by 2023," May 8, 2020, online at https://newzoo.com/insights/articles/newzoo-
games-market-numbers-revenues-and-audience-2020-2023/ referencing Newzoo, Global Games 
Market Report 2020, online at https://newzoo.com/products/reports/global-games-market-report/. 

4  Udonis, "85+ Mobile Gaming Statistics for 2020 That Will Blow Your Mind," October 9, 2020, online at 
https://www.blog.udonis.co/mobile-marketing/mobile-games/mobile-gaming-statistics. 

5  GamesBeat, "App Annie: Mobile game spending will top $100 billion in 2020," January 15, 2020, 
online at https://venturebeat.com/2020/01/15/app-annie-mobile-game-spending-is-expected-to-top-
100-billion-in-2020/, referencing App Annie, The State of Mobile Report 2020, online at 
https://www.appannie.com/en/go/state-of-mobile-2020/. 
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In-game advertising provides an additional growth tenet. As mobile games become increasingly 
popular, advertisers have become more interested in utilizing the medium to reach consumers.  
According to VentureBeat, global mobile ad spending in 2020 is expected to reach $240 billion, 
up from $190 billion in 20196. 
 
Based on data from App Annie, 74% of advertising on mobile apps is delivered through games, 
which ESG believe reflects the realization by advertisers that gamers no longer skew younger 
and can be a method of reaching a wide variety of demographics. According to TechCrunch7, 
the average age of a gamer in 2019 was 36.3 vs 27.7 in 2014, and the gender mix is now 51% 
female. According to the ESA, the age of gamers is distributed also fairly even across most age 
groups8.  In addition, games today offer the full array of features to advertisers including full-
screen video, advanced analytics, and the ability to utilize a variety of ad formats (including 
banners, videos, and playable ads). 
 
The F2P model has successfully been applied to the browser game market for years and it has 
now taken over the mobile segment as well. This model currently dominates the world’s single 
largest market, namely Asia and particularly China, and it is gaining ground across all platforms 
globally.  
 
Casual/Incremental Games 
 
ESG has been a developer and publisher of F2P casual or idle games on digital platforms since 
2011.  These games typically include evolving narrative and strategies, are easy to learn, and 
can be played in a few minutes or run by itself for long periods of time.  They are typically 
suitable for play on a wide range of devices, including mobile phones and tablets. 
 
A casual or idle game is one by which step-by-step progression is a prominent feature of the 
gameplay.  Often, casual or idle games have a series of upgrades to the game, each of which 
needs to be "unlocked" by the user.  The upgrade can be in a variety of forms: for example, an 
upgrade can be a new method of generating in-game currency or other aspects of the game 
that enhance or deepen gameplay.  The act of "unlocking" each upgrade can be considered the 
game's primary feedback loop.  Typically, a casual or idle game will require less attention from 
the player, and may often be played while the player is doing other activities.  These games do 
not penalize the player for inactivity. 

Distribution, Pricing & Marketing 
 
ESG offers its games for free through various channels (e.g. Apple App Store, Google Play app 
store), though players can make "in app purchases" of virtual items priced relative to the 
entertainment value that they provide.  
 

                                                
6  VentureBeat, "App Annie: 5 predictions for mobile app and gaming success in 2020", online at 

https://venturebeat.com/2019/11/13/app-annie-5-predictions-for-mobile-app-and-gaming-success-in-
2020.  

7 Tech Crunch, "Mobile gaming is a $68.5 billion global business, and investors are buying in", online at 
https://techcrunch.com/2019/08/22/mobile-gaming-mints-money/, dated August 22, 2019. 

8 Entertainment Software Association, Essential Facts of the Computer and Video Game Industry 
2019, May 2019, online at https://www.theesa.com/wp-content/uploads/2019/05/2019-Essential-
Facts-About-the-Computer-and-Video-Game-Industry.pdf. 
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Downloads of these games are promoted by ESG's "app store optimisation" (ASO) strategies, 
focusing on keyword targeting in each app store's native search engine.  ESG also runs 
frequent discrete advertising campaigns, each with individual target metrics and subject to the 
same target return parameters, typically within a 24 hour cycle.  
 
Advertising campaigns are also deployed across a wide mix of social and mobile channels, and 
cross-platform, particularly as each of ESG's games can be played on a cross-platform basis, 
allowing each player to switch seamlessly between devices and platforms to continue their 
game play wherever they have left off.  Management of ESG believes that increasing 
awareness of its game "brands" across platforms will support the reduction of cost of "player 
acquisition". 
 
Third party advertising services are utilized by ESG with the following common functions: to 
upload advertisements and rich media; to traffic ads according to differing business rules; to 
target ads to different users, in order to optimize advertisements based on results; and to report 
impressions, clicks, post-click and post-impression activities and interaction metrics.  All of 
these functions are an integral part of running a mobile online advertising campaign, to ensure 
that advertising content is displayed where or on what feature and to whom it is intended.  It 
also assists with analysis to gauge the effectiveness of ad campaigns, and whether the 
advertisement content is generating desired results.  Third party ad services are provided by 
such parties as IronSource for ad mediation, and parties such as Pollfish (for surveys), 
IronSource (for "offer wall' promotions), and various ad providers (Facebook, AdMob, 
IronSource, Unity Ads, Tapjoy).  
 
Each of ESG's games are also inherently social, and provide players with features that allow 
them to interact with other players, such as comparative relative progress, sharing milestones, 
sending gifts, or asking for help.  These features enhance the "virality" of ESG's games, and can 
attract more players without incurring direct marketing expenses.  ESG's management has 
found that a large number of its players discover its games through such channels. 
 
Revenue is generated through aforementioned "in app purchases," as well as "in-game" 
advertisements sold to third parties.  These ads can be in a variety of formats, including 
"rewarded video", "offer walls" or surveys, all of which reward the player for their active 
engagement with such advertisements with bonuses for use in the game. 
 
From time to time, ESG also hosts major and mini "events" within its games.  Such events 
typically involve self-contained, time-limited game content that players may opt to play in return 
for in-game rewards and at no cost to the player, and support long-term retention of its players, 
that is at the heart of ESG's business model.  At times, such events may include in-game 
appearances by celebrities.  While ESG's players are able to enjoy our games for free, ESG 
generates revenue by selling in game ads and In-App Purchases (IAP) to a subset of players 
who wish to enhance their entertainment experience either through rewarded ads viewing 
(rewarded video, offer walls and surveys), that reward the player bonuses, time speed ups or in-
game currency for actively engaging with ads or direct IAP of in game currency. ESG's 
approach is to make its pricing transparent and consistent throughout the game journey.  
 
Revenue depends on ESG's continued ability to publish games on mobile platforms, primarily 
iOS and Android, and on social networking sites.  Use of such platforms and sites are governed 
by the provider's respective standard terms of service.  Of ESG's revenues in the year ended 
December 31, 2019, approximately 82% was derived from "in app" purchases of virtual items, of 
which the facilitating app store (e.g. Apple App Store, Google Play app store, etc.) charges a fee 
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of approximately 30% on average of the after-tax payments collected.  18% of revenues was 
derived from the sale of "in-game" advertising to third parties.  See Appendix E of the Filing 
Statement for further discussion of ESG's past financial performance. 
 
Through ESG's live game operations ("Live Ops") framework described above, ESG is able to 
continuously measure the success of its games and advertisements, with ongoing monitoring of 
ESG's average revenue per daily active user and other metrics for each game. 

Game Portfolio 
 
ESG currently publishes and operates five successful franchise titles in the F2P casual mobile 
games category, including Archer: Danger Phone, Dragon Up: Idle Adventure, The Goldbergs: 
Back to the 80s, It’s Always Sunny: The Gang Goes Mobile and Trailer Park Boys Grea$y 
Money.  
 
Each game follows the casual or idle game format.  These games each have a general comedic 
theme, and are primarily targeted to mature audiences, "17+".   
 
ESG's present focus is to provide a highly engaging, differentiated entertainment experience 
where the combination of challenge and progress drives a sense of achievement. Its games are 
available for free, while players can purchase virtual items priced relative to the entertainment 
value they provide. ESG embeds a strong game narrative in its content, enhancing the player 
experience. 
 
ESG's game titles are segmented into specific revenue and lifecycle phases:  
 
"New" Titles or Games: these include titles that less than 12 months “live” since world-wide 
launch.  They are in refinement stage and continually updated through Live Ops fine tuning, 
evolving content and features development, to rapidly grow the base of daily active users (DAU) 
and monthly active users (MAU) through organic installs and user acquisition marketing 
investment with aim to retain and monetize DAU through In App Purchases (IAP) and 
advertising revenue to advance the title to growth phase. Games in this category include: 

 Archer: Danger Phone is based on the FXX animated television show, Archer. ESG has 
a multi-year licensing deal with 20th Century Fox (now Disney Games), expiring 
September 2023. As at the date of this Prospectus, the licensing deal remains in good 
standing. The game was built in partnership with Truly Social Games, which also 
manages Live Ops. It is published by ESG and built using Idlekit (discussed further 
below). It launched worldwide in August 2020 and is currently in its launch phase. 
Disney Games is paid a royalty quarterly based on game revenues. Truly Social Games 
also receives payment based on a partnership agreement. 

 The Goldbergs: Back to the 80s is based on the ABC television series, The Goldbergs. 
ESG has a multi-year licensing deal, expiring December 2023, with Sony Pictures 
Television which owns all relevant intellectual property rights to the series.  As at the 
date of this Prospectus, the licensing deal remains in good standing.  Sony Pictures 
Television receives a royalty payment based on game revenues. The game was built 
using IdleKit (discussed further below) by Lumen Games, which also manages Live Ops. 
It is published by ESG, and launched worldwide in May 2020. 

 Dragon UP: Idle Adventure is based on intellectual property rights created by ESG. The 
game was built in partnership with Night Garden Games using IdleKit. It is published by 



- 23 - 

9808454.1 

ESG, and built by Night Garden Games, which also manages Live Ops. It launched in 
March 2020 and is currently in its launch phase. Revenue is shared between Night 
Garden and ESG based on a publishing agreement. 

 
"Growth" games: this category includes titles that are greater than 12 months “live” since 
worldwide launch. They have robust Live Ops allocation and user acquisition marketing 
investment priority to accelerate DAU and MAU growth improve monetization in to achieve 
sustainable and profitable over the long term. Games in this category include: 

 The Trailer Park Boys Grea$y Money is based on the Netflix series, The Trailer Park 
Boys. ESG has a multi-year licensing deal with TPB Acquisition Company Inc., which 
owns all the intellectual property rights associated with the series. The contract was 
renewed in 2020 for an additional 5 year term, and remains in good standing. The game 
was built and published by Eastside Games, which also manages Live Ops. The game 
launched in April 2017. TPB Acquisition Inc is paid a royalty quarterly based on game 
revenues. 

 Bud Farm Idle Tycoon was originally developed by ESG through LDRLY, and currently 
owned by LEAF through LDRLY. ESG has a partnership deal with LEAF, which owns all 
the rights to the associated intellectual property rights. The game was built by ESG, 
which also manages LiveOps. The game was built using the IdleKit framework. LEAF is 
the publisher. The game launched in March 2019 and is currently in its "growth" phase. 
ESG is paid for its marketing, UA and Live Ops cost as well as receiving a royalty based 
on revenue. 

 It's Always Sunny: The Gang Goes Mobile is based on the FX television series, It’s 
Always Sunny in Philadelphia. ESG has a multi-year licensing deal with FoxNext Games 
(now Disney Games) which is due for renewal in 2022. The game was built and 
published by ESG, which also manages Live Ops. It launched in July 2019. Disney 
Games is paid a royalty quarterly based on game revenues. 

 
"Evergreen" games: these include titles that have surpassed 24 months “live” since worldwide 
launch, with passive Live Ops, limited to no user acquisition and investment minimal to no 
investment in terms of updates or enhancements. ESG's focus is primarily to continue 
sustainable revenue trends and improve profitability and ideally to return games to "growth" 
games status again. Games in this category include: 

 FUBAR: Idle Party Tycoon is based on the movie series, FUBAR. ESG has an exclusive 
multi-year licensing deal, expiring December 2021, with Busted Tranny Productions 
which owns all the relevant intellectual property rights associated with the series.  As at 
the date of this Prospectus, the licensing deal remains in good standing. The game was 
in partnership with KANO Apps using the IdleKit framework. The game is published by 
and LiveOps by KANO Apps. It launched in December 2019. ESG receives a royalty 
based on game revenue and pays a portion of that to Busted Tranny Productions. 

 
All payment terms referenced in the descriptions above are subject to confidentiality provisions. 

Game Development 
 
Game development focuses on creating new narrative-based game concepts, first launched 
across mobile platforms and on ESG's website in a fluid beta format.  This format allows for 
constant development to occur, based on systematic player feedback derived from real-time 
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data as well as direct player feedback.  Further improvements are then made to each game, 
and further systemic player feedback measured, thus creating a continuous feedback loop to 
improve player experience. 
 
The internal architecture for each game is generated on a base source code shared centrally 
across all of the current franchise games, such that all of ESG's game studios share a base 
development and game operation platform.  This allows a faster "development to market" 
timespan for each new game originating from a standard base architecture, while also lowering 
overall development costs, and increasing game portfolio scalability. 
 
Game development requires a team with specialized skill and knowledge requirements.  As at 
the date of this Prospectus, ESG has 100 employees in a “steady state” basis. As ESG brings 
forward new game development projects, it can increase the number of employees or 
contractors by an average of six individuals.  Specialized staff is needed for operations, in such 
key positions as unity engineers, software engineers, senior game designers, senior game 
producers and senior artists. As at the date of this Prospectus, ESG has retained all the 
specialized staff that it requires. 

Technology 
 
The key components of ESG's technology "stack" used in operations includes the following: 

 the ESG "cloud", which is a decentralized data storage which hosts all of ESG's shared 
platform components.  ESG's server infrastructure is located at a primary server and 
back-up third party data centres, located in Oregon, Virginia and Toronto; 

 a social network abstraction layer, which allows ESG to easily support integration of its 
games with different social networks, using the same code base; 

 a single source code base, which allows ESG to develop its games to function on both 
the Apple iOS and Google Android operating systems.  This allows ESG to launch its 
games simultaneously on both platforms;  

 a data "warehouse", which allows ESG to process large volumes of data related to game 
play and related activities. This data is also collated and structured in a variety of ways, 
allowing for ad-hoc analysis, real time in-line analysis, and in standardized reports with 
respect to each ESG game; 

 the Live Ops framework, which provides an active, flexible and ongoing shaping of each 
game's narrative aspects, increasing player engagement and thus ESG's potential 
monetization strategies.  This framework also allows for continual player data analysis 
and direct player communications, which in turn informs further developments and 
updates to each game, again increasing player engagement and potential monetization 
strategies. 

IdleKit - Proprietary Technology  
 
ESG's core software technology, known as ‘‘IdleKit’’, is an internally developed proprietary 
game framework for building narrative driven idle games quickly, thereby increasing each 
game's likelihood of success. 
 



- 25 - 

9808454.1 

The average time to build and launch a mobile game is six to eighteen months. The game 
industry is inherently "hit" driven and the likelihood of any individual game succeeding is 
moderately low. With IdleKit, development teams can cut production time in half, decreasing the 
time-to-market. 
 
IdleKit is a software platform that ESG uses for all of its internal game builds.  ESG also 
licenses IdleKit to third party developers on a revenue share model. Such partnerships have 
resulted in several titles launching, with many more in development and more than a dozen in 
various negotiation phases as at the date of this Prospectus. 
 
IdleKit includes the following features: 

 A reusable game engine framework for casual or idle narrative driven game 
development; 

 Automated monetization triggers; 

 Ad management platform for managing ad network waterfalls to maximize revenue;  

 Game asset pipelines for managing content and game updates; 

 Greybox UI (user interface) builds where developers can quickly swap in their own art 
assets; 

 Game and event balances optimized for engagement and monetization; 

 Mini game frameworks to allow each game to feel unique; 

 Event management and best practices for Live Ops once the game launches; and 

 Analytics platform which allows developers to measure performance against others and 
know where to fix things and where they are excelling. 

 
ESG seeks to continually improve on Idlekit. Its current work in process is to extract the core 
components of the platform to reengineer to enter additional game genres. This additional 
version (or "MasterKit") will provide users with an ability to enter game genre segments and 
compete with mobile hits, such as Coin Master, Pet Master, Piggy Go Go, Board Kings by 
dramatically improving upon production speed and effectiveness. In parallel, ESG is developing 
a beta prototype of "Match3Kit", and is in early development of "EndlessRunnerKit", "MergeKit", 
"ShooterKit", "ClashKit", "CardKit", with each platform specific to a game genre. 
 
As most of these game genres do not currently employ lead games containing celebrity 
intellectual property, ESG is of the opinion that most of the games in these genres are clones of 
one another, thus creating a "white space" opportunity for its platforms.  

Strategies  
 
Broad Game Portfolio  
 
ESG believes that the Free to Play casual mobile game segment will continue to be a strong 
part of the overall gaming industry, building on its consistent popularity over the last 10 years. In 
addition, ESG's expertise in this space has been built across multiple franchise titles. This has 
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reduced forecasting risk, due to experience derived from its existing franchises, and as every 
new release adds new capability to its proprietary technology and a stronger understanding of 
its player base.  
 
Grow the Audience  
 
To date, ESG has targeted four main methods by which it intends to grow its audience:  

 adding innovative features, content and services to its existing franchises in order to 
attract more gamers;  

 expanding its existing portfolio to other segments, based on market opportunity and 
consumer testing. ESG believes that its new games should broaden its existing 
audience, appealing to gamers who want different types of casual entertainment;  

 leveraging celebrity intellectual property across additional content theme verticals within 
North America and English-speaking countries; 

 increasing penetration into existing major markets. Non-Western markets such as India 
and other Asian countries can be a significant contributor to ESG’s growth, owing to 
penetration of mobile phones and gaming market size. 

 
Increase Average Revenue per Daily Active User (ARPDAU) 
 
ESG has identified the following as possible routes to enable it to increase its ARPDAU:  

 invest in additional post-launch content and services (LiveOps) to increase the 
engagement, retention and monetization of ESG's gamers. Securing additional 
predictable, recurring and profitable revenues, while improving gamers’ experience and 
satiating their demand;  

 identify and develop new business models and technologies (such as paid subscription 
models) that more platforms will follow.  

 
Lessen Competitive Barriers to Entry  
 
In order to lessen competitive barriers to entry, ESG intends to: 

 continue to invest in developing IdleKit, in order to drive quality, further efficiencies and 
speed to market;  

 grow ESG's community in order to enable a deeper understanding of consumer 
behaviours and therefore deliver better and more engaging gamer experiences. 

 
Expand IdleKit Revenue  
 
ESG offers its IdleKit platform primarily through a SAAS licence model and related services 
primarily through revenue-share and usage-based models. This has allowed ESG to generate 
revenue from its customers as they develop games and also as they succeed and grow.  
 
Licences for ESG's IdleKit platform drive adoption of related services offered by ESG. The 
IdleKit growth strategy consists of: 
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 Investing in IdleKit Product Innovation for Growth: Continue to innovate with new 
products as described above, as well as new features and functionality, and continue the 
support of third parties to integrate their respective applications with the IdleKit platform. 
In addition, if ongoing revenues permit, ESG intends to pursue potential acquisitions of 
products, teams and technologies that complement and expand the functionality of 
IdleKit, add to its technology expertise and bolster ESG's leadership position by 
providing access to new customers or markets. 

 Growth within Existing IdleKit Customers: ESG believes that it has strong opportunities 
to broaden its relationships with existing customers, by expanding its IdleKit licenses and 
related services, growing usage and increasing the variety of services customers use. 

ESG intends to increase the number of its licensing of IdleKit by expanding within and 
across multiple studios within a single publisher. Some customers are publishers that 
have relations with multiple studios. When one studio achieves better quality content and 
improved efficiency, higher return on investment on customer acquisition, or better 
monetization of end-users through the use of IdleKit, ESG believes that other studios 
within the publisher’s portfolio or sphere of relations will also begin to adopt IdleKit, and 
ideally to a level where a “tipping point” is achieved, such that IdleKit becomes the 
standard for that customer. ESG intends to invest in targeted sales and account-based 
marketing efforts to identify, stimulate and communicate these opportunities to 
customers.  

ESG also intends to grow the usage of its IdleKit related services products primarily 
through the success of its customers’ games and applications. Their usage of ESG's 
services will grow in line with their end-user adoption and engagement. The more their 
end-users are retained through ESG's event management and other tools, and the more 
that their end-users spend time in their respective games, the more revenue ESG 
expects to derive from such offered services.  

 Grow New IdleKit Customers: Gaming continues to be the fastest growing segment of 
the entertainment industry, and within this growing segment, customers of all sizes are 
increasingly looking to leverage third party tools to accelerate the development process. 
Large and small mobile publishers have indicated that they increasingly find using IdleKit 
to be more efficient and productive than building proprietary technology in-house. 
Additionally, IdleKit enables mid-sized, small and independent developers and freelance 
artists to create and operate games where they would not otherwise have the resources 
to do so independently.  

Games made by large global publishers represent an attractive growth opportunity for 
IdleKit. These studios have historically invested in their respective proprietary technology 
to create and operate content for the select platforms of their individual choice. 
Marketing efforts are focused on driving migration of such publishers from developing 
their own proprietary technology stacks to ESG's IdleKit platform, which ESG considers 
to be more efficient and cost effective for such publishers.  

 Growth Across Major Global Markets outside of North America: ESG's IdleKit solutions 
can drive game creation around the globe. In the year ended December 31, 2019, ESG's 
entire revenue was generated by customers based in Canada and the United States. 
Markets outside of the US and Canada, especially in gaming, are large and important. In 
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2019, the gaming market in the Asia-Pacific region alone was over $70 billion9.  ESG 
intends to expand its reach in such markets to facilitate further penetration of its platform 
and to grow with new customers to increase its global footprint, and has dedicated a 
sales person to focus on this. 

Intellectual Property 
 
ESG's business is significantly based on the creation, acquisition, use and protection of 
intellectual property. Some of this intellectual property is in the form of software code and trade 
secrets used to develop IdleKit and ESG's games and to enable them to run properly on 
multiple platforms. Other intellectual property that ESG creates includes product and feature 
names and audio-visual elements, including graphics, music, story lines and interface design. 
 
While most of the intellectual property that ESG uses is created by or on behalf of it, ESG may 
also acquire rights to proprietary intellectual property from third parties, primarily through 
licenses and service agreements. These licenses may limit usage of such third party intellectual 
property to specific uses and for specific time periods.  Existing licenses agreements are used 
to develop and publish such titles as Archer: Danger Phone, Dragon Up: Idle Adventure, The 
Goldbergs: Back to the 80s, It’s Always Sunny: The Gang Goes Mobile and Trailer Park Boys 
Grea$y Money, as described above. 
 
ESG protects its intellectual property rights by relying on legislative and common law 
protections, as well as contractual restrictions. It controls access to proprietary technology by 
entering into confidentiality and invention assignment agreements with employees and 
contractors, and confidentiality agreements with third parties. 

Competitive Conditions 
 
ESG faces significant competition in all aspects of its business.  As the nature of its games is 
entertainment, ESG competes with business in a spectrum of industries that compete for the 
leisure time, attention and discretionary spending of its users, on the basis of multiple factors 
such as quality of experience, access and value. 
 
Its competitors include: 

 existing game developers who develop products for social networks, mobile, PC and 
video game consoles, some of which include features that compete with the casual or 
idle games that ESG produces and that have similar community functions that allow 
such developers to engage with their players.  Examples include LBC Studios Inc., 
Metamoki, Kongregate, Kolibri, and Hyper Hypo Games; 

 emerging and potential game developers who may enter into the gaming market, which 
may include larger companies with a significant online presence who may choose to 
enter into game development or otherwise increase their presence in game 
development; and their forms of media and entertainment, which broadly compete for 
user's time and attention. 

                                                
9 NewZoo, Global Games Market Report 2019, online at https://newzoo.com/products/reports/global-

games-market-report/. 
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Government Regulation 
 
ESG is subject to various laws and regulations that affect companies conducting business on 
the Internet and mobile platforms, including those relating to privacy, use and protection of 
player and employee personal information and data (including the collection of data from 
minors), the Internet, behavioral tracking, mobile applications, content, advertising and 
marketing activities (including sweepstakes, contests and giveaways), and anti-corruption. 
Additional laws in all of these areas are likely to be passed in the future, which could result in 
significant limitations on or changes to the ways in which ESG can collect, use, host, store or 
transmit the personal information and data of our customers or employees, communicate with 
game players, and deliver products and services, and may significantly increase our compliance 
costs. As business expands to include new uses or collection of data that are subject to privacy 
or security regulations, ESG's compliance requirements and costs will increase and it may be 
subject to increased regulatory scrutiny. 

Seasonality 
 
Many new mobile phones and tablets are released in, or shortly before, the fourth calendar 
quarter to coincide with the holiday shopping season.  Because many players download games 
soon after they purchase or receive their new devices, ESG may experience seasonal sales 
increases based on the holiday selling period.  Some of this seasonality may also result in lags 
in the first calendar quarter, due to a lag between device purchases and game purchases.  In 
addition, the advertising budgets of third parties that advertise in ESG's games are generally 
assumed to be highest during the fourth quarter and decline significantly in the first quarter of 
the following year, which may affect revenue derived from advertisements and offers in ESG's 
games. 

COVID-19 
 
COVID-19 has impacted the gaming industry. The pandemic and resulting containment 
measures had a profound impact on gaming, with over 1.2 billion weekly downloads during 
March to April 2020, representing a 35% increase, according to App Annie.  From January to 
March 2020, the number of mobile gamers grew from 1.2 billion to 1.75 billion per month, 
marking an increase of 46%10.  The increase has a twofold impact on the long-term trajectory of 
the industry:  

 it introduced a contingent of non-users to mobile games, which increases the base of 
subscribers (although most would likely fit into the “casual” gamers category); and  

 it propelled significant growth in hours-played-per-week, which is a key driver of 
monetization. 

Future Developments 
 
While ESG continues to improve upon and evolve its existing game titles, it also continues to 
produce new games on an ongoing basis.  In this process, it continually develops potential new 

                                                
10  Business of Apps, "Time spent playing mobile games was up 62% due to coronavirus lockdowns," 

April 28, 2020, online at https://www.businessofapps.com/news/time-spent-playing-mobile-games-
was-up-62-due-to-coronavirus-lockdowns/. 
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narrative themes for development, whether internally or externally.  External development may 
include the incorporation of third-party licensed brands or properties. 
 
Product Pipeline 
 
"Project Eggplant" is a game currently in development in partnership with Night Garden Studio. 
The game is targeted at an LGBTQ+ audience and using IdleKit. ESG has been granted a 
license to use third party IP rights for the development of such game. The game will be 
published by ESG with LiveOps by Night Garden Studio. Both Night Garden Studio and the IP 
licensor will be paid a royalty based on revenues as well as a minimum guarantee. It is 
anticipated to launch in 2021. 
 
"Project Lagertha" is a game currently in development by ESG using IdleKit. ESG has been 
granted a license to use third party intellectual property rights by NBC Universal for the 
development of such game. The game will be published by and LiveOps by ESG. NBC 
Universal will be paid a royalty based on revenues as well as a minimum guarantee. The game 
is anticipated to launch in 2021. 
 
"Project Tattoo" is a game currently in development by Truly Social Games using IdleKit. It will 
be published by ESG while Truly Social Games manages LiveOps. The game is anticipated to 
launch in 2021. Revenues will be shared between ESG and Truly Social Games. 
 
"Project Mario" is a non-IP arcade game that is targeting a soft launch in 2021.  The game will 
be published by ESG. 
 
"Project Musk" is an Earth simulation game currently in development in partnership with Night 
Garden Studio.  The game will be published by ESG, and is anticipated to launch in 2021. 
 
ESG has many other titles in various stages of negotiation, early development and pitches to IP 
right holders. Some of which involve signed NDAs, Idlekit license agreements and other 
preliminary documents which are included in diligence documents. However ESG does not 
expect these games to be material in the near term. They are all still subject to finalized IP, 
partnership and publishing agreements. 

FINANCIAL DISCLOSURE 
 

Attached as Appendix A to this Prospectus are the unaudited interim financial statements for the 
nine month period ended September 30, 2020 of ESG.  A management's discussion and 
analysis of ESG for this interim period is also included in Appendix A to the Prospectus.  Also 
attached as Appendix B to this Prospectus are the unaudited pro forma consolidated financial 
statements of the Company as at September 30, 2020, which have been prepared as though 
the Acquisition had been completed as at September 30, 2020. 
 
For the purposes of the pro forma statement of financial position, the completion of the Offering 
for gross proceeds of $20 million (i.e. without including proceeds, if any, received from exercise 
of the Over-Allotment Option) is assumed for related estimated costs. 

CONSOLIDATED CAPITALIZATION 
 

The following table sets forth the consolidated capitalization of the Company as at the dates 
indicated after giving effect to the Acquisition and the Offering. 
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Designation of Security Outstanding as at the date of 
this Prospectus 

Amount outstanding after giving effect 
to the Acquisition and the Offering 

LEAF Shares 213,441,250 751,043,407(1) 

Incentive stock options 6,805,680 30,805,680(2) 

Agents options (IPO)(3) 175,000 175,000 

Brokers warrants (Qualifying 
Transaction)(4) 

412,500 412,500 

Compensation Warrants Nil 5,333,333(1) 
Notes: 
(1) Does not include LEAF Shares underlying any Subscription Receipts sold or Compensation Warrants issued in the event 

that the Over-Allotment Option is exercised.  See "Plan of Distribution." 
(2) It is anticipated that a total of 24,000,000 additional incentive stock options will be granted to LEAF’s CEO and board of 

directors immediately after completion of the Acquisition and the Offering. 
(3) Exercisable into LEAF Shares at a price of $0.10 per share until July 15, 2021. 
(4) Exercisable into LEAF Shares at a price of $0.16 per share until April 17, 2022. 

 
Incentive stock options are granted under the Company's rolling incentive stock option plan, 
under which the maximum number of shares under option may not exceed 10% of the issued 
and outstanding LEAF Shares at any given time.  Stock options are granted to directors, 
officers, employees and consultants of the Company and its subsidiaries (including LDRLY) at 
exercise prices determined by reference to the market value on the date of the grant. 
 
The adjusted number, exercise prices and expiry dates of the incentive stock options 
outstanding as at the date of this Prospectus are as follows: 
 
Number of Options as at date of this 
Prospectus 

Exercise price as at date of this 
Prospectus 

Expiry Date 

440,000 $0.10 July 15, 2029 

5,865,680 $0.25 May 19, 2025 

500,000 $0.40 May 26, 2025 

 
It is anticipated that an additional 24,000,000 incentive stock options will be granted to the 
Company’s CEO and board of directors immediately after completion of the Acquisition and the 
Offering.  Each such incentive stock option will be exerciseable at $0.225 per share for a period 
of 5 years from issuance, and will be subject to vesting requirements over time, such that not all 
options are vested on the grant date. 

AVAILABLE FUNDS & USE OF PROCEEDS 

Available Funds 
 
Following the completion of the Acquisition and the Offering, the Resulting Issuer will have 
funds available to it, including estimated consolidated working capital as at December 31, 2020, 
but without including ongoing revenues, as follows: 
 
Source of Funds Available Funds 

Existing consolidated working capital of LEAF (excluding ESG) as at December 
31, 2020(1) 

 

$3,960,000 

Gross proceeds of the Offering 
 

$20,000,000(2) 

Less commissions payable to Agents 
 

($1,200,000)(2) 

Less corporate advisory fee payable to Eight Capital 
 

($250,000)(3) 

Less payment to ESG Shareholders pursuant to the Acquisition ($10,000,000)(4) 



- 32 - 

9808454.1 

 

Less remaining expenses and costs relating to the Acquisition and the Offering 
(including legal fees and other expenses) 
 

($1,500,000)(2) 

Less advisory fee payable to Haywood ($960,485)(5) 

Estimated funds available 
 

$10,049,515 

Notes: 
(1) The working capital of ESG is excluded as the Acquisition will be completed on a “cash free, debt free” 

basis.  See “The Acquisition” for further discussion. 
(2) Does not contemplate exercise of the Over-Allotment Option.  See "Plan of Distribution." 
(3) A corporate advisory fee in an amount equal to 1.25% of the gross proceeds received under the Offering is 

payable to Eight Capital. 
(4) Does not include adjustments to the cash consideration payable under the Acquisition, nor the payment of 

any "earn out" consideration which may become payable after the Acquisition Closing.  Please see "The 
Acquisition" for further discussion. 

(5) The advisory fee payable to Haywood may also be paid, in part or in full, in LEAF Shares, at the election of 
Haywood.  The amount shown assumes the advisory fee is paid entirely in cash.  See "Interest of Experts" 
for further discussion. 

 
Please note that the foregoing table does not include ongoing revenues of the Resulting Issuer, 
and instead contemplates only those funds that may be received under the Offering and working 
capital as at December 31, 2020.  The Resulting Issuer will also have access to ESG's existing 
line of credit for up to $3.5 million, and the loan facility to be provided by Jason Bailey or his 
nominee of up to $10 million.  Please refer to "The Acquisition - Post-Closing Loan" for further 
discussion. 
 
The gross proceeds from the Offering, less an amount equal to the sum of the expenses of the 
Agents and 50% of the Agents’ Commission, will be delivered to and held by the Escrow Agent 
in an interest bearing account, pending satisfaction of the Release Conditions. Provided that the 
satisfaction of the Release Conditions occurs on or before the Escrow Deadline, the Escrowed 
Funds, less 50% of the Agents’ Commission, will be released to the Company. If the satisfaction 
of the Release Conditions does not take place on or before the Escrow Deadline, the holders of 
Subscription Receipts will receive notice of same and will be entitled to a refund of the 
subscription price of the Subscription Receipts held by them. In order to effect such refund, the 
Escrow Agent will pay to the holders of Subscription Receipts, on a pro rata basis, an amount 
equal to the Escrowed Funds. If the Escrowed Funds are not sufficient to allow for the full refund 
to each holder of Subscription Receipts of the subscription price of the Subscription Receipts 
held by such holder, the holders of Subscription Receipts will receive less than the full amount 
of the original subscription price of the Subscription Receipts held by them, and the Company 
will not be obligated to contribute to any shortfall. 

Use of Proceeds 
 
Upon completion of the Acquisition and the Offering, the estimated net proceeds of the Offering 
and existing working capital available to the Company will be approximately $10,049,515, 
without including ongoing revenues of the Company, funds available from loan facilities, or any 
proceeds arising from the exercise of the Over-Allotment Option into consideration. As at the 
date of this Prospectus, it is intended that the funds available will be used as follows: 
 
 Estimated Amount 

General and administrative expenses for 12 month period $1,639,415 
Contingent consideration payable under the Acquisition $6,500,000 

Unallocated working capital $1,910,100 

TOTAL $10,049,515 
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In the event that certain revenue targets are met in the 12 months following Closing, an 
additional $10 million in contingent consideration will be paid in cash to the ESG 
Securityholders, and a further $10 million will be paid in cash or in LEAF Shares, at a deemed 
price of $0.225 per share, at the direction of Jason Bailey, as representative for the ESG 
Securityholders.  The reserved amount described in the table above for such contingent 
consideration assumes that Mr. Bailey elects to receive such payment entirely in cash, and that 
ESG's existing line of credit and the loan facility to be provided by Mr. Bailey or his nominee is 
used in their entirety to fund a portion of such contingent payment, with the remainder to be 
funded from such reserve.  See "The Acquisition" for further discussion. 
 
Additionally, the Resulting Issuer intends to fund the following expenses from ongoing revenues 
from operations. 
 
Principal Purpose Estimated Amount 

Game development and publishing costs, including:  
- developer salary expenses $6,340,000 

- developer tools $360,000 

- contractors (including developers, art, engineers)  $2,730,000 

- other related costs (including cloud-based services) $70,000 

Subtotal: $9,500,000 

  

Game launch marketing and other marketing expenses $1,250,000 
Additional general and administrative expenses for 12 months $1,110,585 

TOTAL $11,860,585 

 
 
The Resulting Issuer intends to meet the following objectives with respect to its operations 
following completion of the Acquisition: 

 increase addressable market with the launch of new game titles in 2021; 

 secure new third party IP rights for new game development, and broaden ESG and 
LDRLY's respective game portfolios and reduce reliance on any singular game 
franchise; 

 optimize ESG and LDRLY's game portfolio economics by disciplined financial 
management; 

 increase alternative revenue through the increased features, scale and frequency of in-
game events and promotions, as well as continually evolving existing games; 

 continue to grow the user base and user retention of ESG and LDRLY's respective 
games, cultivating loyalty and organic 'viral' growth of their respective game communities 
by enhancing Live Ops player platforms; 

 identify and leverage innovation through technology partners;  

 strengthen consumer-centric marketing and analytics platforms to identify business 
opportunities; 

 realize synergies on active collaboration projects, services and technologies across ESG 
and LDRLY with a goal to increase revenues and efficiencies; and 
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 identify, evaluate and, if deemed advisable, acquire potential M&A targets. 
 
The following table summarizes each significant event that must occur for the business 
objectives described above to be accomplished, and the time period in which each event is 
anticipated to occur: 
 

Event/Milestone Estimated Completion Date 
& Estimated Costs 
 

Completion of the Acquisition 
 

Q1 2021 
Please see "Available Funds" above for 
anticipated costs and expenses. 
 

Identify and evaluate potential M&A targets 
 

Q1 2021 
$100,000 
 

Financial management tools processes 
deployment upon completion of Acquisition 
 

Q1 2021 
$150,000 

Streamline game development to improve 
speed to market and launch results 
 

Q2 2021 
$100,000 

Realize synergies on active collaboration 
projects, services and technologies across 
ESG and LDRLY 
 

Q3 2021 
$75,000 

Launch new game titles in the casual/idle 
game genre 
 

Q1 2021 to Q4 2021 
$9,500,000 

 
In the event that the Company does not receive sufficient revenues from its ongoing operations, 
it may seek out additional sources of funding to fund further business expansion, particularly by 
way of private placement financings. It has no arrangements with respect to any such financings 
at this time. There is no assurance that any such financings or other sources of funding can be 
completed or obtained on terms favourable to the Company, or at all. 
 
As at the date of this Prospectus, it is intended that the Company will spend the funds available 
to it as stated herein. However, there may be circumstances where, for sound business 
reasons, a reallocation of funds may be necessary. 

DESCRIPTION OF SECURITIES BEING OFFERED 

Subscription Receipts 
 
The Subscription Receipts will be issued pursuant to the Subscription Receipt Agreement dated 
as of the Closing Date among LEAF, the Co-Lead Agents and the Escrow Agent, a copy of 
which will be filed with the Canadian securities regulatory authorities. The following is a 
summary of the material attributes and characteristics of the Subscription Receipts. This 
summary does not purport to be complete and is subject to, and qualified in its entirety by, 
reference to the terms of the Subscription Receipt Agreement. 
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The Subscription Receipts, other than those issued in the United States or to U.S. persons, will 
be issued in "book-entry only" form and must be purchased or transferred through a CDS "book-
entry only’’ form to be delivered to CDS and registered in the name of its nominee. Those 
Subscription Receipts will be evidenced by a single book-entry only certificate. Registration of 
interests in and transfers of the Subscription Receipts so evidenced will be made only in the 
Book-Entry Only System. 
 
A purchaser acquiring a beneficial interest in the Subscription Receipts deposited under the 
Book-Entry Only System will not be entitled to a certificate or other instrument from the Escrow 
Agent or CDS evidencing that purchaser’s interest therein, and such purchaser will not be 
shown on the records maintained by CDS, except through a CDS participant. Such purchaser 
will receive a confirmation of purchase from the Agents or other registered dealer from whom 
Subscription Receipts are purchased. 
 
Neither LEAF nor the Agents will assume any liability for: (i) any aspect of the records relating to 
the beneficial ownership of the Subscription Receipts held by CDS or the payments relating 
thereto; (ii) maintaining, supervising or reviewing any records relating to the Subscription 
Receipts; (iii) any advice or representation made by or with respect to CDS and contained in this 
Prospectus and relating to the rules governing CDS; or (iv) any action to be taken by CDS or at 
the direction of the CDS participants. The rules governing CDS provide that CDS acts as the 
agent and depositary for the CDS participants. 
 
The gross proceeds from the sale of the Subscription Receipts, less an amount equal to the 
expenses of the Agents in connection with the Offering and 50% of the Agents’ Commission will 
be delivered to and held by the Escrow Agent in an interest bearing account, pending 
satisfaction of the Release Conditions. Provided that the satisfaction of the Release Conditions 
occurs on or before the Escrow Deadline, (A) the Escrowed Funds, less 50% of the Agents’ 
Commission, will be released to LEAF; and (B) the LEAF Shares will be issued to holders of 
Subscription Receipts who will receive, subject to adjustment and without payment of any 
additional consideration or further action, one LEAF Share for each Subscription Receipt held. 
 
If the satisfaction of the Release Conditions does not take place on or before the Escrow 
Deadline, the holders of Subscription Receipts will receive notice of same and will be entitled to 
a refund of the subscription price of the Subscription Receipts held by them and their pro rata 
share of any Earnings. In order to effect such refund, the Escrow Agent will pay to the holders of 
Subscription Receipts, on a pro rata basis, an amount equal to the Escrowed Funds. 
 
If the Escrowed Funds are not sufficient to allow for the full refund to each holder of Subscription 
Receipts of the subscription price of the Subscription Receipts held by such holder, the holders 
of Subscription Receipts will receive less than the full amount of the original subscription price of 
the Subscription Receipts held by them, and LEAF will contribute to any shortfall. 
 
Holders of Subscription Receipts will not have any voting or pre-emptive rights or other rights as 
shareholders of LEAF and will not be entitled to receive any dividends of LEAF in respect of 
such Subscription Receipts prior to the issue of the LEAF Shares in exchange for such 
Subscription Receipts. 
 
From time to time while the Subscription Receipts are outstanding, LEAF, the Co-Lead Agents 
and the Escrow Agent, without the consent of the holders of the Subscription Receipts, may 
amend or supplement the Subscription Receipt Agreement for certain purposes, including 
making any change that, in the opinion of the Escrow Agent, does not prejudice the rights of the 
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holders of the Subscription Receipts. The Subscription Receipt Agreement will provide for other 
modifications and alterations thereto and to the Subscription Receipts issued thereunder by way 
of a resolution approved by at least 66 2/3% of the votes cast in person or by proxy by 
Subscription Receipt holders. 
 
The Subscription Receipt Agreement will provide for adjustments to the rights of the holders of 
Subscription Receipts on the happening of certain stated events, including the subdivision or 
consolidation of the outstanding LEAF Shares, certain distributions of LEAF Shares or of 
securities convertible into or exchangeable for LEAF Shares or of other securities or assets of 
LEAF, certain offerings of rights, warrants or options and certain capital reorganizations. No 
fractional LEAF Shares will be issuable upon the exchange of any Subscription Receipts, and 
no cash or other consideration will be paid in lieu of fractional LEAF Shares. 
 
LEAF may from time to time purchase by private contract or otherwise any of the Subscription 
Receipts. 
 
LEAF Shares 
 
LEAF's authorized share structure consists of an unlimited number of LEAF Shares without par 
value, of which 213,441,250 were issued as at the date of this Prospectus.  The LEAF Shares 
are not subject to any future call or assessment and do not have any pre-emptive, conversion or 
redemption rights, and all have equal voting rights. There are no special rights or restrictions of 
any nature attached to any of the LEAF Shares, all of which rank equally as to all benefits which 
might accrue to the holders of the LEAF Shares. All holders of LEAF Shares are entitled to 
receive a notice of any general meeting to be convened by LEAF. At any general meeting, 
subject to the restrictions on joint registered owners of LEAF Shares, every shareholder has one 
vote for each LEAF Share of which he or she is the registered owner. Voting rights may be 
exercised in person or by proxy. The holders of LEAF Shares are entitled to share pro rata in 
any: (i) dividends if, as and when declared by the directors, and (ii) such assets of LEAF as are 
distributable to shareholders upon liquidation. 

PLAN OF DISTRIBUTION 
 
Pursuant to the Agency Agreement, the Agents will agree to offer for sale, as agent of LEAF, on 
a best efforts basis, if, as and when issued by LEAF and accepted by the Agents in accordance 
with the conditions contained in the Agency Agreement, 88,888,888 Subscription Receipts 
offered hereby at a price of $0.225 per Subscription Receipt for total consideration of $20 
million. The Offering Price was determined by negotiations between the Agents and LEAF. 
Subscriptions for Subscription Receipts will be received subject to rejection or allotment by 
LEAF in whole or in part and the right is reserved by LEAF to close the subscription books at 
any time without notice. 
 
The Over-Allotment Option has been granted to the Agents, exercisable at any time, in whole or 
in part, for a period commencing at the Closing Date and ending 30 days from the Closing Date 
to purchase up to an additional 15% of the total Subscription Receipts sold in the Offering (to a 
maximum of 13,333,333 Subscription Receipts) at a price per Subscription Receipt equal to the 
Offering Price. If the Over-Allotment Option is exercised in full, the gross proceeds from the 
exercise of the Over-Allotment Option will be approximately $3,000,000, the commission 
payable to the Agents will be $180,000, and the net proceeds to LEAF, before deducting the 
estimated expenses of the Offering, will be $2,820,000. In the event the Over-Allotment Option 
is exercised following the satisfaction or waiver of the Release Conditions, the Company shall 
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issue the same number of LEAF Shares in lieu of Subscription Receipts.  This Prospectus also 
qualifies the grant of the Over-Allotment Option and the distribution of the Subscription Receipts 
or LEAF Shares, as applicable, to be issued and sold upon exercise of the Over-Allotment 
Option, and the LEAF Shares issuable upon conversion of such Subscription Receipts. A 
purchaser who acquires securities forming part of the Agents’ over-allocation position acquires 
those securities under this Prospectus, regardless of whether the over-allocation position is 
ultimately filled through the exercise of the Over-Allotment Option or secondary market 
purchases. 
 
Pursuant to the Agency Agreement, LEAF will agree to pay a cash commission to the Agents of 
6.0% of the gross proceeds of the Offering (including any proceeds received on exercise of the 
Over-Allotment Option). 50% of such commission will be payable upon Closing, and the 
remaining 50% will be paid upon the satisfaction or waiver of the Release Conditions prior to the 
Escrow Deadline.  If the Release Conditions are not satisfied before the occurrence of a 
Termination Event, the Agent will not be entitled to receive the remaining 50% of such 
commission. 
 
Additionally, Eight will be paid the Corporate Finance Fee, equal to 1.25% of the gross proceeds 
of the Offering (including any proceeds received on exercise of the Over-Allotment Option), and 
all expenses payable by LEAF to the Agents in accordance with the Agency Agreement shall be 
payable by LEAF at the Closing, whether or not the Offering, or any part thereof, is completed. 
At the option of the Agents, any fees and expenses shall be deducted from the gross proceeds 
to be deposited with the Escrow Agent at the Closing and thereby not comprise a portion of the 
Escrowed Funds. 
 
In addition, the Agents will receive Compensation Warrants, each such Compensation Warrant 
entitling the holder thereof to purchase one LEAF Share at the Offering Price for a period of 24 
months from the date of issuance. The Agents will receive that number of Compensation 
Warrants that will allow the holder thereof to, upon exercise, acquire that number of LEAF 
Shares that is equal to 6.0% of the LEAF Shares issued in exchange for the Subscription 
Receipts sold under the Offering (including any Subscription Receipts issued pursuant to the 
exercise of the Over-Allotment Option).  This Prospectus qualifies the distribution of the 
Compensation Warrants. 
 
The Company will not, directly or indirectly, issue, sell, offer, grant an option or right in respect 
of any additional LEAF Shares or any securities convertible or exchangeable into LEAF Shares, 
other than pursuant to (i) the Offering and the Agency Agreement; (ii) the completion or as 
consideration in the Acquisition; (iii) the grant or exercise of stock options and other similar 
issuances pursuant to any stock option plan or similar share compensation arrangements in 
place prior to the date of this Prospectus or (iv) the issuance of LEAF Shares upon the exercise 
of convertible securities, warrants, options or any other commitment or agreement outstanding 
prior to the date of the Agency Agreement, until the earlier to occur of (a) 90 days from the 
Acquisition Closing Date and (b) the termination of the Agency Agreement, without the prior 
written consent of the Co-Lead Agents, on behalf of the Agents, such consent not to be 
unreasonably withheld.  
 
In connection with the completion of the Offering, each of the proposed officers and directors of 
the Company following the closing of the Acquisition (the "D&O Locked-Up Shareholders"), 
along with each of the securityholders of ESG (the "ESG Locked-Up Shareholders" and, 
together with the D&O Locked-Up Shareholders, the "Locked-Up Shareholders") have agreed 
that they will not, directly or indirectly, without the prior written consent of the Agents, issue, 
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offer or sell or grant any option, warrant or other right to purchase or agree to issue or sell or 
otherwise lend, transfer, assign or dispose of (i) in the case of the D&O Locked-Up 
Shareholders, any of the Company's equity securities, or other securities convertible or 
exchangeable into or otherwise exercisable into the Company’s equity securities; and (ii) in the 
case of the ESG Locked-Up Shareholders, any of the LEAF Shares issued in connection with 
the Acquisition, or enter into any swap or other arrangement that transfers to another, in whole 
or in part, any of the economic consequences of ownership of such equity securities, or agree or 
publicly announce any intention to do any of the foregoing for a period commencing on the 
Closing Date and, with respect to the D&O Locked-Up Shareholders, ending 6 months following 
the Closing Date, and with respect to the ESG Locked-Up Shareholders, ending 36 months 
following the Closing Date (the "Lock-Up Agreements").  
 
Pursuant to the terms of the Lock-Up Agreements pertaining to the ESG Locked-Up 
Shareholders, the ESG Locked-Up Shareholders will have the right to sell, grant, secure, pledge 
or otherwise transfer, dispose of or monetize, in any manner contemplated above (i) up to one 
third of their LEAF Shares or other equity securities of the Company as of 12 months after the 
Closing Date; (ii) up to two thirds of their LEAF Shares as of 24 months after the Closing Date; 
and (iii) all of their LEAF Shares as of 36 months after the Closing Date. For greater clarity, 
Jason Bailey's family trust, through which he holds LEAF Shares, will be included in the ESG 
Locked-Up Shareholders.  
 
A total of 489,854,166 LEAF Shares held by ESG Locked-Up Shareholders will be subject to the 
Lock-Up Agreements, and a total of 49,997,778 LEAF Shares held by the D&O Locked-Up 
Shareholders will be subject to the Lock-Up Agreements, for an aggregate total of 539,851,944 
LEAF Shares subject to Lock-Up Agreements (the "Locked-Up Shares"), representing 
approximately 81.53% of the aggregate amount of issued and outstanding LEAF Shares, 
excluding those issuable to purchasers of Subscription Receipts pursuant to the Offering. 
 
While the Agents will use its best efforts to sell the Subscription Agreements offered hereby, the 
Agents will not be obligated to purchase Subscription Receipts that are not sold. The obligations 
of the Agents under the Agency Agreement may be terminated at its discretion upon the 
occurrence of certain stated events. The Agency Agreement will also provide that the Company 
will indemnify and hold the Agents, its affiliates, and each of their respective directors, officers, 
employees, unitholders, shareholders and agents, harmless against certain liabilities and 
expenses, or will contribute to payments that the Agents may be required to make in respect 
thereof. 
 
Except in certain limited circumstances, the Subscriptions Receipts will be issued in "book-entry 
only" form and must be purchased or transferred through a participant in the depository services 
of CDS. See "Description of Securities Being Offered — Subscription Receipts." 
 
Pursuant to rules and policy statements of certain Canadian provincial securities regulators, the 
Agents may not, at any time during the period of distribution under this Prospectus, bid for, or 
purchase, Subscription Receipts or Underlying Securities for its own account or for accounts 
over which it exercises control or direction. The foregoing restriction is subject to certain 
exceptions, including (a) a bid for or purchase of Subscription Receipts or LEAF Shares if the 
bid or purchase is made through the facilities of the TSX or TSXV in accordance with the 
Universal Market Integrity Rules for Canadian Marketplaces of the Investment Industry 
Regulatory Organization of Canada, (b) a bid, or purchase, on behalf of a client, other than 
certain prescribed clients, provided that the client’s order was not solicited by the Agents, or if 
the client’s order was solicited, the solicitation occurred before the commencement of a 
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prescribed restricted period, and (c) a bid or purchase to cover a short position entered into prior 
to the period of distribution as prescribed by the rules.  
 
There is currently no market through which the Subscription Receipts may be sold and 
purchasers may not be able to resell the Subscription Receipts distributed under this 
Prospectus. Closing of the Offering is conditional upon the Company applying for, and receiving, 
conditional approval from the TSX or the TSXV, as applicable, of the Offering and the listing of 
the LEAF Shares.  As at the date of this Prospectus, such approval has been obtained. Such 
listing will be subject to the Company fulfilling all the listing requirements of the TSX or the 
TSXV. 
 
The Subscription Receipts and the LEAF Shares have not been and will not be registered under 
the 1933 Act or the securities laws of any state, and may not be offered or sold within the United 
States or to, or for the account or benefit of, U.S. persons (as defined in Regulation S under the 
1933 Act) except in accordance with an exemption from the registration requirements under the 
1933 Act. This Prospectus does not constitute an offer to sell, or a solicitation of an offer to buy, 
any of the Subscription Receipts in the United States. 
 
Until 40 days after the commencement of the Offering, an offer or sale of the Subscription 
Receipts within the United States by any dealer, whether or not participating in the Offering, 
may violate the registration requirements of the 1933 Act if such offer or sale is made otherwise 
than in accordance with an available exemption under the 1933 Act. 
 
The Company may be considered to be a connected issuer of Haywood with respect to the 
distribution of Subscription Receipts hereunder.  Haywood was retained by the Company to 
provide advice with respect to the Acquisition, and received a work fee of $25,000, and will 
receive an advisory fee equal to 2% of the aggregate net value of LEAF, which as at the date of 
this Prospectus is estimated to be approximately $960,485. The advisory fee will be payable in 
cash or in LEAF Shares at a deemed price of $0.225 per share, at the discretion of Haywood 
but subject to TSXV approval. In the event that the advisory fee is paid entirely in LEAF Shares, 
a maximum number of 4,268,825 LEAF Shares would be issued.  Additionally, Haywood was 
retained by the Company to provide its opinion regarding the fairness, from a financial point of 
view, of the consideration payable under the Acquisition, for which Haywood received an 
opinion fee, which was not contingent on the conclusions reached by Haywood in such opinion.  
The issue of Subscription Receipts was not required by Haywood, and the Company voluntarily 
retained Haywood as a Co-Lead Agent with respect to the Offering.  The proceeds of the 
Offering will not be applied for the benefit of Haywood except for compensation to be received 
by Haywood as described above.  See also “Interest of Experts” for further discussion. 

PRIOR SALES 
 
The following table summarizes the sales of LEAF Shares and securities convertible into LEAF 
Shares by LEAF within the twelve month period prior to the date of this Prospectus, excluding 
any issuance of LEAF Shares from the exercise of outstanding share purchase warrants or 
stock options. 
 
Date Type of Security No. of Securities Issued Issue or Exercise Price 

per Security 

April 17, 2020 LEAF Shares(1) 207,806,250 $0.16 

April 17, 2020 Broker's warrants(1) 412,500 $0.16 

May 19, 2020 Stock options(2) 6,185,189 $0.25 

May 26, 2020 Stock options(2) 500,000 $0.40 



- 40 - 

9808454.1 

Notes: 
(1) Issued as part of LEAF's Qualifying Transaction completed April 17, 2020.  
(2) Issued pursuant to LEAF's Stock Option Plan.  Each such option has an exercise period of five years. 

TRADING PRICE AND VOLUME 
 
The LEAF Shares are listed on the TSXV under the trading symbol "LEAF". On October 7, 
2020, trading of the LEAF Shares was halted upon announcement of the Acquisition. Trading of 
the LEAF Shares will remain halted pending the receipt and review by the TSX and the TSXV of 
acceptable documentation regarding the Acquisition. 
 
The LEAF Shares are listed for trading on the TSXV under the symbol "LEAF".  The following 
table sets forth the reported high and low sale prices and the trading volumes for the LEAF 
Shares on the TSXV for the periods indicated. 
 
 Price range ($) 

Volume High Low 

October 2020(1) 0.235 0.220 95,200 

July to September 2020 0.355 0.200 4,395,965 

April to June 2020(1) 0.480 0.190 10,844,369 

January to March 2020(1) N/A N/A Nil 

October to December 2019(1) N/A N/A Nil 

July to September 2019(1) 0.20 0.150 134,743 

Notes: 
(1) Trading of the LEAF Shares was halted on October 7, 2020 at a closing price of $0.225 per share, and 

remain halted as at the date of this Prospectus. 
(2) Trading of the LEAF Shares was halted on August 2, 2019 upon announcement of LEAF's Qualifying 

Transaction at a closing price of $0.155 per share, and remained halted until April 21, 2020. 

ESCROWED SECURITIES 
 
IPO Escrow 
 
The following table sets out the number of LEAF Shares which are held in escrow pursuant to 
an escrow agreement dated May 31, 2019 (the "IPO Escrow Agreement"), with Odyssey Trust 
Company acting as escrow agent.  Pursuant to the IPO Escrow Agreement, the escrowed 
securities will be released within a three year period commencing from completion of LEAF's 
qualifying transaction.  LEAF's qualifying transaction completed on April 17, 2020.  15% of the 
escrowed securities will be released every 6 months commencing October 17, 2020, until all of 
the escrowed securities have been released.  
 

Name of Securityholder & 
Municipality of Residence 

Prior to giving effect to the 
Acquisition and Offering 

After giving effect to the Acquisition 
and Offering(1) 

Number of 
shares 

Percentage Number of 
shares 

Percentage 

Derek Lew(2) 
(British Columbia) 
 

750,000 0.35% 
 

750,000 0.10% 
 

Inclination Earth Sciences Inc.(3) 
(British Columbia) 
 

375,000 0.18% 
 

375,000 0.05% 
 

Oak Mason Investments Inc.(4) 
(British Columbia) 
 

375,000 0.18% 
 

375,000 0.05% 
 

Pallasite Ventures Inc.(5) 
(British Columbia) 
 

375,000 0.18% 
 

375,000 0.05% 
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Tenuous Holdings Ltd.(6) 
(British Columbia) 
 

300,000 0.14% 
 

300,000 0.04% 
 

Carraway Capital Corp.(7) 
(British Columbia) 
 

300,000 0.14% 
 

300,000 0.04% 
 
 

Mark Leung 
(British Columbia) 
 

75,000 0.04% 
 

75,000 0.01% 
 

0622738 B.C. Ltd.(8) 
(British Columbia) 
 

75,000 0.04% 
 

75,000 0.01% 
 

Notes: 
(1) Does not contemplate exercise of the Over-Allotment Option. 
(2) A portion of these securities are held through Growthworks Blockchain Innovation Fund I LP, of which Mr. 

Lew, a director of LEAF and proposed director of the Resulting Issuer, has a controlling interest. 
(3) Controlled by Michael Moore, an arm's length party to LEAF and ESG. 
(4) Controlled by Messrs. Bixby and Edwards, proposed directors of the Resulting Issuer. 
(5) Controlled by Christopher Bissonette, an arm's length party to LEAF and ESG. 
(6) Controlled by Mr. MacLeod, director of LEAF. 
(7) Controlled by Mr. Rutledge, director of LEAF. 
(8) Controlled by Mark Tommasi, an arm's length party to LEAF and ESG. 

 
Qualifying Transaction - Value Escrow 
 
The following table sets out the number of LEAF Shares which are held in escrow pursuant to a 
"value" escrow agreement dated April 17, 2020, with Odyssey Trust Company acting as escrow 
agent. The LEAF Shares disclosed in the table below will be released within a three year period, 
with 15% of the escrowed shares released every six months commencing from October 17, 
2020.  
 

Name of Securityholder & 
Municipality of Residence 

Prior to giving effect to the 
Acquisition and Offering 

After giving effect to the Acquisition 
and Offering(1) 

Number of 
shares 

Percentage Number of 
shares 

Percentage 

White Umbrella Consulting Inc.(2) 
(British Columbia) 
 

15,000,000 7.03% 
 
 

15,000,000 2.00% 
 

Inclination Earth Sciences Inc.(3) 
(British Columbia) 
 

3,000,000 1.41% 
 

3,000,000 0.40% 
 

Andrea Eby 
(British Columbia) 
 

1,125,000 0.53% 
 

1,125,000 0.15% 
 

Lucas McHugh 
(United Kingdom) 
 

2,250,000 1.05% 
 

2,250,000 0.30% 
 

Pallasite Ventures Inc.(4) 
(British Columbia) 
 

3,750,000 1.76% 
 

3,750,000 0.50% 
 

Andrew Graham(5) 

(British Columbia) 
 

3,750,000 1.76% 
 

3,750,000 0.50% 
 

Suma Men(6) 
(British Columbia) 
 

375,000 0.18% 
 

375,000 0.05% 
 

Jeff Sundar 
(British Columbia) 
 

3,000,000 1.41% 
 

3,000,000 0.40% 
 

Notes: 
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(1) Does not contemplate exercise of the Over-Allotment Option.  
(2) Controlled by Bradley Roark, an arm's length party to LEAF and ESG. 
(3) Controlled by Michael Moore, an arm's length party to LEAF and ESG. 
(4) Controlled by Christopher Bissonette, an arm's length party to LEAF and ESG. 
(5) Held as trustee for Pioneer Media Holdings Inc., a company of which Mike Edwards, a proposed director of 

the Resulting Issuer, is a director. 
(6) Held through Haywood Securities Inc. 

 
Qualifying Transaction - Surplus Shares 
 
The following table sets out the number of LEAF Shares which are held in escrow pursuant to a 
"surplus" escrow agreement dated April 17, 2020, with Odyssey Trust Company acting as 
escrow agent.  
 

Name of Securityholder & 
Municipality of Residence 

Prior to giving effect to the 
Acquisition and Offering 

After giving effect to the Acquisition 
and Offering(1) 

Number of 
shares 

Percentage Number of 
shares 

Percentage 

Derek Lew(2) 
(British Columbia) 
 

10,080,000 4.72% 
 

10,080,000 1.34% 
 

Darcy Taylor(3) 
(British Columbia) 
 

5,400,000 2.53% 
 

5,400,000 0.72% 
 

Durban Holdings Ltd.(4) 
(British Columbia) 
 

45,000,000 21.08% 
 

45,000,000 6.00% 
 

EastSide Games Inc.(5) 
(British Columbia) 
 

49,668,750 23.27% 
 

49,668,750 6.61% 
 

Notes: 
(1) Does not contemplate exercise of the Over-Allotment Option.  
(2) A portion of these securities are held through Growthworks Blockchain Innovation Fund I LP, of which Mr. 

Lew, a director of LEAF and proposed director of the Resulting Issuer, has a controlling interest. 
(3) A portion of these securities are held through Letter 4 Consulting Ltd., of which Mr. Taylor, CEO and director 

of LEAF, and the proposed CEO and a director of the Resulting Issuer, has a controlling interest. 
(4) Controlled by Julie Hamilton, an arm's length party to LEAF and ESG. 
(5) It is anticipated that the LEAF Shares currently held by ESG will be distributed to the ESG Securityholders 

prior to completion of the Acquisition. 

 
The LEAF Shares disclosed in the table above will be released in accordance with the following 
release schedule: 
 

Release Date Percentage released 

April 17, 2021 10% 

October 17, 2021 10% 

April 17, 2022 15% 

October 17, 2022 15% 

April 17, 2023 40% 

 
Acquisition 
 
The following table sets out the number of additional LEAF Shares which will be held in escrow, 
with Odyssey Trust Company acting as escrow agent, following completion of the Acquisition. 
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Name of Securityholder & 
Municipality of Residence 

Prior to giving effect to the 
Acquisition and Offering 

After giving effect to the Acquisition 
and Offering(1) 

Number of 
shares 

Percentage Number of 
shares 

Percentage 

Jason Bailey(2) 
Vancouver, BC 
 

31,793,568(

3) 
14.90% 365,596,204 48.68% 

 

Jonathan Bixby(4) 

Victoria, BC 
 

2,110,000 0.99% 2,110,000 0.28% 
 

Mike Edwards(4)(5) 

Whistler, BC 
 
 

19,700,000 9.23% 29,279,838 3.90% 
 

Notes: 
(1) Does not contemplate exercise of the Over-Allotment Option.   
(2) Held indirectly through a family trust of which Mr. Bailey is a trustee.  Includes LEAF Shares currently held 

by ESG, which will be distributed to ESG Securityholders prior to Closing. 
(3) Held through ESG, and will be distributed as a dividend in kind to Mr. Bailey’s family trust prior to the 

Acquisition Closing. 
(4) A portion of these shares are held through Oak Mason Investments Inc. and Haymarket Investments Inc., 

both of which are controlled equally by Messrs. Bixby and Edwards.  Additionally, Haymarket Investments 
Inc. is entitled to a finder's fee of 9,777,778 LEAF Shares upon completion of the Acquisition and the 
Offering.  The payment of such finder's fee will be paid as an adjustment under the Acquisition Agreement 
and from the LEAF Shares otherwise distributable to the ESG Securityholders under the Acquisition.  The 
payment of such finder's fee is conditional upon LEAF obtaining prior TSXV approval with respect to same.  
Such LEAF Shares may be subject to escrow conditions.  See "The Acquisition - Finder's Fee" for further 
discussion. 

(5) A portion of these shares are held through Pioneer Media Holdings Inc., in which Mr. Edwards is a 
controlling shareholder. Number of LEAF Shares described includes LEAF Shares that they are anticipated 
to receive under the Acquisition, as well as Mr. Edwards and Pioneer Media Holdings Inc.'s pro rata share of 
those LEAF Shares currently held by ESG that will be distributed as a dividend in-kind prior to the 
Acquisition Closing.  Mr. Edwards and Pioneer Media Holdings Inc. collectively hold 94,333 Class A 
Common shares of ESG, which will be included as a portion of the ESG Securities being acquired under the 
Acquisition. 

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS 
 
In the opinion of Thorsteinssons LLP, who are acting as special Canadian tax counsel to the 
Company for the purposes of this Offering, and Wildeboer Dellelce LLP, counsel to the Agents, 
the following is, as of the date hereof, a general summary of the principal Canadian federal 
income tax considerations generally applicable to a person who acquires Subscription Receipts 
pursuant to this Offering or LEAF Shares issuable pursuant thereto, and who, for the purposes 
of the Income Tax Act (Canada) and the regulations thereunder (together the "Tax Act") and at 
all relevant times: (i) deals at arm's length with the Company and any subsequent purchaser of 
the Subscription Receipts or LEAF Shares; (ii) is not affiliated with the Company or any 
subsequent purchaser of Subscription Receipts or LEAF Shares; and (iii) holds or will hold the 
Subscription Receipts and any LEAF Shares as capital property (a "Holder"). Generally, the 
Subscription Receipts and the LEAF Shares will be considered capital property to a Holder 
provided the Holder does not hold the Subscription Receipts or LEAF Shares, as applicable, in 
the course of carrying on a business and has not acquired them in a transaction or series of 
transactions considered to be an adventure or concern in the nature of trade.  
 
This summary is not applicable to a Holder: (i) that is a "financial institution" (as defined in the 
Tax Act for purposes of the mark-to-market rules); (ii) that is a "specified financial institution" (as 
defined in the Tax Act); (iii) an interest in which is a "tax shelter investment" (as defined in the 
Tax Act); (iv) that makes or has made a functional currency reporting election pursuant to 
section 261 of the Tax Act; (v) that has entered or will enter into a "derivative forward 
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agreement" or "synthetic equity arrangement" (each as defined in the Tax Act) in respect of 
Subscription Receipts or LEAF Shares; (vi) that is a partnership; (vii) that is exempt from tax 
under Part I of the Tax Act; (viii) that would receive dividends on the LEAF Shares under or as 
part of a "dividend rental arrangement" as defined in the Tax Act; or (ix) that is a corporation and 
is, or becomes as part of a transaction or event or series of transactions or events that include 
the acquisition of the Subscription Receipts and the LEAF Shares, controlled by a non-resident 
person, or a group of non-resident persons not dealing with each other at arm’s length, for the 
purposes of the "foreign affiliate dumping" rules in section 212.3 of the Tax Act. Such Holders 
should consult their own tax advisors. 
 
This summary is based upon the provisions of the Tax Act in force as at the date hereof, all 
specific proposals to amend the Tax Act that have been publicly announced by or on behalf of 
the Minister of Finance (Canada) prior to the date hereof (the "Tax Proposals"), and counsel’s 
understanding of the current published administrative policies and assessing practices of the 
Canada Revenue Agency (the "CRA"). This summary assumes the Tax Proposals will be 
enacted in the form proposed, although there can be no assurance that the Tax Proposals will 
be enacted in the form proposed or at all. This summary is not exhaustive of all possible 
Canadian federal income tax considerations and, except for the Tax Proposals, this summary 
does not otherwise take into account or anticipate any changes in applicable law, whether by 
legislative, governmental or judicial decision or action, nor does it take into account provincial, 
territorial or foreign tax laws or considerations, which might differ significantly from those 
discussed herein. No advance income tax ruling has been sought or obtained from the CRA to 
confirm the tax consequences of any of the transactions described herein. 
 
This summary is of a general nature only and is not intended to be, and should not be 
construed as, legal or tax advice to any particular Holder. This summary is not 
exhaustive of all possible income tax considerations under the Tax Act that may affect a 
Holder. The income tax consequences of acquiring and disposing of Subscription 
Receipts and LEAF Shares will vary depending on a number of factors, including the 
legal status of the Holder, and the province or territory in which a Holder resides. 
Accordingly, prospective holders of Subscription Receipts or LEAF Shares should 
consult their own tax advisors with respect to their particular circumstances and the tax 
consequences to them of acquiring, holding and disposing of Subscription Receipts and 
LEAF Shares. 

Holders Resident in Canada 
 
The following portion of the summary is applicable to a Holder who, for purposes of the Tax Act 
and any applicable income tax treaty or convention, is, or is deemed to be, resident in Canada 
at all relevant times (a "Resident Holder").  
 
Certain Resident Holders whose LEAF Shares might not otherwise qualify as capital property 
may, in certain circumstances, make an irrevocable election under subsection 39(4) of the Tax 
Act to have their LEAF Shares and every "Canadian security" (as defined in the Tax Act) owned 
by such holder in the taxation year of the election, and in all subsequent years, deemed to be 
capital property. That election is not applicable in respect of Subscription Receipts. Holders 
should consult their own tax advisors regarding that election. 
 



- 45 - 

9808454.1 

Taxation of Resident Holders of Subscription Receipts 
 
Acquisition of LEAF Shares Pursuant to Subscription Receipts 
 
A Resident Holder of Subscription Receipts will not realize any capital gain or capital loss upon 
the acquisition of a LEAF Share pursuant to the terms of a Subscription Receipt.  
 
The cost of a LEAF Share received pursuant to the terms of a Subscription Receipt will 
generally be the total of: (i) the amount paid by the Holder to acquire the Subscription Receipt; 
and (ii) the Holder’s pro rata share of any interest credited or received on the Escrowed Funds 
that are included (and not deducted) in computing the Holder’s income and remitted to the 
Company upon the acquisition of the LEAF Share pursuant to the Subscription Receipt. The 
adjusted cost base ("ACB") to a Resident Holder of a LEAF Share at any time will be 
determined by averaging the cost of such LEAF Share with the ACB immediately before that 
time of any other LEAF Shares owned by the Resident Holder as capital property. 
 
Termination of Subscription Receipts 
 
As described above under "Description of Securities Being Offered – Subscription Receipts," if 
the satisfaction of the Release Conditions does not take place on or before the Escrow 
Deadline, Holders will receive notice of the same and will be entitled to a payment equal to: (i) 
the aggregate subscription price for such Holder’s Subscription Receipts; plus (ii) the Holder’s 
pro rata share of any Earnings. Such amounts will be paid from the Escrowed Funds, including 
any Earnings, provided that if the balance of the Escrowed Funds, together with any Earnings, 
is insufficient to cover the full amount of such payments, the Company will be required, under 
the Subscription Receipt Agreement, to pay to the holders of Subscription Receipts the 
difference, if any, between their pro rata share of the Escrowed Funds, together with any 
Earnings, on the date on which the Termination Event occurs (the "Termination Date") and the 
aggregate payment due to the holders of Subscription Receipts. 
 
The repayment of the issue price of the Subscription Receipt out of the Escrowed Funds as a 
consequence of a Termination Event may result in the relevant Resident Holder realizing a 
capital gain (or a capital loss) equal to the amount by which the proceeds of disposition received 
in respect of the Subscription Receipt exceed (or are less than) the aggregate of the ACB to the 
Resident Holder thereof and any reasonable costs of disposition. Any part of the payment that 
represents Earnings will be excluded from the Holder’s proceeds of disposition of the 
Subscription Receipt. The cost to a Resident Holder of a Subscription Receipt at any particular 
time will generally be the amount paid to acquire the Subscription Receipt. The ACB to a 
Resident Holder of a Subscription Receipt at any time will be determined by averaging the cost 
of such Subscription Receipt immediately before such time with the ACB of any other 
Subscription Receipts owned by the Resident Holder as capital property at such time. Any 
capital gain (or capital loss) realized will be subject to the tax treatment described below under 
"Taxation of Resident Holders of LEAF Shares – Tax Treatment of Capital Gains and Capital 
Losses." 
 
In the event that a Resident Holder becomes entitled to the repayment of the issue price of a 
Subscription Receipt as a consequence of a Termination Event, any amount that is paid to the 
Resident Holder as, or on account of, interest and that is included in the Resident Holder’s 
income, should be: (i) excluded from the Resident Holder’s proceeds of disposition of the 
Subscription Receipt; and (ii) included in the income of the Resident Holder as described below 
under "Taxation of Resident Holders of Subscription Receipts – Pro Rata Share of Interest." 
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Resident Holders should consult their own tax advisors concerning the treatment of the portion 
(if any) of any payment of Earnings that does not represent interest credited or received on the 
Escrowed Funds. 
 
Other Dispositions of Subscription Receipts 
  
A disposition or deemed disposition by a Resident Holder of a Subscription Receipt, other than 
a disposition described above under "Taxation of Resident Holders of Subscription Receipts – 
Acquisition of LEAF Shares Pursuant to Subscription Receipts" or "Taxation of Resident 
Holders of Subscription Receipts – Termination of Subscription Receipts," will generally result in 
the Resident Holder realizing a capital gain (or a capital loss) equal to the amount by which the 
proceeds of disposition received in respect of the Subscription Receipt (which will not include 
any amount required to be included in income on account of interest accrued on the Escrowed 
Funds as described in the following paragraph) exceed (or are less than) the aggregate of the 
ACB to the Resident Holder thereof immediately before the disposition or deemed disposition 
and any reasonable costs of disposition. Such capital gain (or capital loss) will be subject to the 
tax treatment described below under "Taxation of Resident Holders of LEAF Shares – Tax 
Treatment of Capital Gains and Capital Losses." 
 
In the event of a disposition or deemed disposition by a Resident Holder of a Subscription 
Receipt, the Resident Holder’s pro rata portion of any interest accrued on the Escrowed Funds 
to the date of the disposition or deemed disposition may be included in computing the Resident 
Holder’s income for the taxation year in which the disposition or deemed disposition occurs, 
except to the extent that such amount was otherwise included in the Resident Holder's income. 
Resident Holders should consult their own tax advisors as to the amount, if any, required to be 
so included, and whether or to what extent an offsetting deduction may be available to the 
extent that the portion of the consideration received or receivable by the Resident Holder for the 
Subscription Receipt that can reasonably be considered to be in respect of accrued but unpaid 
interest on the Escrowed Funds is less than the amount of such inclusion. 
 
The cost to a Resident Holder of a Subscription Receipt at any particular time will generally be 
the amount paid to acquire the Subscription Receipt. The ACB to a Resident Holder of a 
Subscription Receipt at any time will be determined by averaging the cost of such Subscription 
Receipt immediately before such time with the ACB of any other Subscription Receipts owned 
by the Resident Holder as capital property at such time. 
 
Pro Rata Share of Interest 
 
In the event that a Termination Event occurs, Resident Holders of Subscription Receipts shall 
be entitled to receive from the Escrow Agent an amount equal to the full subscription price 
thereof plus their pro rata share of Earnings, which includes any interest earned on the 
Escrowed Funds.  
 
A Resident Holder that is a corporation, partnership, unit trust or any trust of which a corporation 
or a partnership is a beneficiary will be required to include in computing its income for a taxation 
year the amount, if any, of such interest accrued to the Resident Holder to the end of the 
Resident Holder’s taxation year, or that is receivable or received by the Resident Holder before 
the end of that taxation year, except to the extent that such amounts were included in computing 
the Resident Holder’s income for a preceding taxation year. In certain circumstances, such 
Resident Holder may be entitled to an offsetting deduction in relation to such interest. 
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Any other Resident Holder, including an individual, will be required to include in computing 
income for a taxation year such amounts of interest that are receivable or received by the 
Resident Holder or by the Escrow Agent on behalf of the Resident Holder in that taxation year, 
depending upon the method regularly followed by the Resident Holder in computing income, 
except to the extent that such amounts were included in computing the Resident Holder’s 
income for a preceding year. 
 
A Resident Holder that is, throughout the relevant taxation year, a "Canadian-controlled private 
corporation" (as defined in the Tax Act) may be liable to pay a refundable tax on certain 
investment income, including interest income. 
 
Taxation of Resident Holders of LEAF Shares 
 
Receipt of Dividends on LEAF Shares 
 
Dividends received or deemed to be received on LEAF Shares held by a Resident Holder will be 
included in the Resident Holder's income for the purposes of the Tax Act.  
 
Such dividends received by a Resident Holder that is an individual (other than certain trusts) will 
be subject to the gross-up and dividend tax credit rules in the Tax Act normally applicable to 
dividends received from taxable Canadian corporations, including the enhanced gross-up and 
dividend tax credit in respect of dividends designated by us as "eligible dividends." There may 
be limitations on the Company's ability to designate dividends as "eligible dividends." 
 
Taxable dividends received by a Resident Holder who is an individual (other than certain trusts) 
may result in such Resident Holder being liable for alternative minimum tax under the Tax Act. 
Resident Holders who are individuals should consult their own tax advisors in this regard. 
 
A Resident Holder that is a corporation will include such dividends in computing its income and 
will generally be entitled to deduct the amount of such dividends in computing its taxable 
income. In certain circumstances, subsection 55(2) of the Tax Act will treat a taxable dividend 
received by a Resident Holder that is a corporation as proceeds of disposition or a capital gain. 
Resident Holders that are corporations should consult their own tax advisors for specific advice 
with respect to the potential application of that provision. 
 
A Resident Holder that is a "private corporation", as defined in the Tax Act, or any other 
corporation that is controlled, whether because of a beneficial interest in one or more trusts or 
otherwise, by or for the benefit of an individual (other than a trust) or a related group of 
individuals (other than trusts), will generally be liable to pay a refundable tax under Part IV of the 
Tax Act in an amount equal to 38⅓% of all taxable dividends received, or deemed to be 
received, by such corporation to the extent that the amount of such dividends is deductible, by 
virtue of specific provisions of the Tax Act, in computing the taxable income of such corporation 
for the taxation year in which such dividends are received. 
 
Disposition of LEAF Shares  
 
A disposition or a deemed disposition of a LEAF Share by a Resident Holder (except to the 
Company, unless purchased by the Company in the open market in the manner in which shares 
are normally purchased by any member of the public in the open market) will generally result in 
the Resident Holder realizing a capital gain (or a capital loss) equal to the amount by which the 
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proceeds of disposition of the LEAF Share exceed (or are less than) the aggregate of the ACB 
to the Resident Holder thereof and any reasonable costs of disposition. Such capital gain (or 
capital loss) will be subject to the tax treatment described below under “Taxation of Resident 
Holders of LEAF Shares – Tax Treatment of Capital Gains and Capital Losses”. 
 
Taxation of Capital Gains and Capital Losses 
 
Generally, one-half of any capital gain (a "taxable capital gain") realized by a Resident Holder 
in a taxation year must be included in the Resident Holder’s income for the year, and one-half of 
any capital loss (an "allowable capital loss") realized by a Resident Holder in a taxation year 
must be deducted from taxable capital gains realized by the Resident Holder in that year. 
Allowable capital losses in excess of taxable capital gains realized in a taxation year generally 
may be carried back and deducted in any of the three preceding taxation years or carried 
forward and deducted in any subsequent taxation year against net taxable capital gains realized 
in such years, to the extent and under the circumstances described in the Tax Act. 
 
The amount of any capital loss realized by a Resident Holder that is a corporation on the 
disposition of a LEAF Share may be reduced by the amount of dividends received or deemed to 
be received by it on such LEAF Share (or on a share for which the LEAF Share has been 
substituted) to the extent and under the circumstances described by the Tax Act. Similar rules 
may apply where a corporation is a member of a partnership or a beneficiary of a trust that owns 
LEAF Shares, directly or indirectly, through a partnership or a trust. 
 
A Resident Holder that is, throughout the relevant taxation year, a "Canadian-controlled private 
corporation" (as defined in the Tax Act) may be liable to pay a refundable tax on certain 
investment income, including taxable capital gains. 
 
Capital gains realized by an individual (including certain trusts) may give rise to liability for 
alternative minimum tax as calculated under the detailed rules set out in the Tax Act. Resident 
Holders who are individuals should consult their own tax advisors in this regard. 

Holders not Resident in Canada 
 
The following portion of the summary is applicable to a Holder who, at all relevant times, for 
purposes of the Tax Act and any applicable income tax treaty or convention: (i) is neither 
resident in Canada nor deemed to be resident in Canada; and (ii) does not, and is not deemed 
to, use or hold the Subscription Receipts or LEAF Shares in connection with carrying on a 
business in Canada (a "Non-Resident Holder"). In addition, this discussion does not apply to: 
(i) an insurer who carries on an insurance business in Canada, or (ii) a Non- Resident Holder 
that is, or does not deal at arm’s length with, a "specified shareholder" (as defined in the Tax 
Act) of the Company. A “specified shareholder” for these purposes generally includes a person 
who (either alone or together with persons with whom that person is not dealing at arm’s length 
for the purposes of the Tax Act) owns or has the right to acquire or control 25% or more of 
Company’s shares determined on a votes or fair market value basis. Such Non-Resident 
Holders should consult their own tax advisors with regard to their particular circumstances. 
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Taxation of Non-Resident Holders of Subscription Receipts 
 
Acquisition of LEAF Shares Pursuant to Subscription Receipts 
 
A Non-Resident Holder will not realize a capital gain or loss upon the acquisition of a LEAF 
Share pursuant to the terms of a Subscription Receipt. 
 
Other Dispositions of Subscription Receipts 
 
On a disposition of a Subscription Receipt (other than on the acquisition of a LEAF Share 
pursuant to the terms of Subscription Receipts as discussed above), a Non-Resident Holder will 
not be subject to tax under the Tax Act in respect of any capital gain realized by such Non-
Resident Holder, unless the Subscription Receipt constitutes “taxable Canadian property” (as 
defined in the Tax Act) of the Non-Resident Holder at the time of disposition and the Non-
Resident Holder is not entitled to relief under an applicable income tax convention. 
 
As long as the LEAF Shares are then listed on a designated stock exchange (which currently 
includes the TSX and Tiers 1 and 2 of the TSXV), Subscription Receipts will not constitute 
“taxable Canadian property” to a Non-Resident Holder at the time of the disposition or deemed 
disposition thereof, unless at any particular time during the 60-month period immediately 
preceding the disposition both: (a) the Non-Resident Holder, persons with whom the Non-
Resident Holder does not deal at arm’s length (within the meaning of the Tax Act), partnerships 
in which the Non-Resident Holder or a person with whom the Non-Resident Holder does not 
deal at arm’s length (within the meaning of the Tax Act) holds a membership interest directly or 
indirectly through one or more partnerships, or any combination thereof owned 25% or more of 
the issued LEAF Shares; and (b) more than 50% of the fair market value of the LEAF Shares 
was derived directly or indirectly from one or any combination of: (i) real or immovable property 
situated in Canada, (ii) "Canadian resource properties" (as defined in the Tax Act), (iii) "timber 
resource properties" (as defined in the Tax Act) or (iv) an option, an interest or right in such 
property, whether or not such property exists (collectively the "TCP Conditions"). The 
Subscription Receipts may also be deemed to be taxable Canadian property of a Non-Resident 
Holder in certain circumstances.  A Non-Resident Holder contemplating a disposition of 
Subscription Receipts that may constitute taxable Canadian property should consult its own tax 
advisor prior to such disposition. 
 
Pro Rata Share of Interest 
 
In the event that a Termination Event occurs, holders of Subscription Receipts shall be entitled 
to receive from the Escrow Agent an amount equal to the full subscription price thereof plus 
their pro rata share of any Earnings, which includes any interest earned on the Escrowed 
Funds. A Non-Resident Holder will generally not be subject to Canadian withholding tax in 
respect of amounts paid or credited or deemed to have been paid or credited as, on account or 
in lieu of payment of, or in satisfaction of, any such interest. 
 
Non-Resident Holders should consult their own tax advisors concerning the treatment of the 
portion (if any) of any payment of Earnings that does not represent interest credited or received 
on the Escrowed Funds. 
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Taxation of Non-Resident Holders of LEAF Shares 
 
A Non-Resident Holder will not be subject to tax under the Tax Act in respect of any capital gain 
realized by such Non-Resident Holder on a disposition of a LEAF Share issuable pursuant to 
the terms of the Subscription Receipts, unless the LEAF Share constitutes "taxable Canadian 
property" (as defined in the Tax Act) of the Non-Resident Holder at the time of disposition and 
the Non-Resident Holder is not entitled to relief under an applicable income tax convention. 
 
As long as the LEAF Shares are then listed on a designated stock exchange (which currently 
includes the TSX and Tiers 1 and 2 of the TSXV), LEAF Shares will not constitute “taxable 
Canadian property” to a Non-Resident Holder at the time of the disposition or deemed 
disposition thereof, unless at any particular time during the 60-month period immediately 
preceding the disposition, the TCP Conditions are met.  The LEAF Shares may also be deemed 
to be taxable Canadian property of a Non-Resident Holder in certain circumstances.  A Non-
Resident Holder contemplating a disposition of LEAF Shares that may constitute taxable 
Canadian property should consult its own tax advisor prior to such disposition. 
 
Receipt of Dividends on LEAF Shares 
 
A Non-Resident Holder who receives, or is deemed to receive, a dividend on the LEAF Shares 
will be subject to Canadian withholding tax at a rate of 25% of the gross amount of the dividend, 
unless that rate is reduced pursuant to the terms of an applicable income tax convention, to 
which the Non-Resident Holder is entitled to the benefits of, between Canada and another 
country of which the Non-Resident Holder is resident. For example, under the Convention 
Between Canada and The United States of America With Respect to Taxes on Income and on 
Capital, as amended (the "Convention"), where dividends are paid or credited to, or in certain 
circumstances derived by, a Non-Resident Holder who is a resident of the United States for the 
purposes of, and who is fully entitled to the benefits of, the Convention, the applicable rate of 
Canadian withholding tax is generally reduced to 15%.   

ELIGIBILITY FOR INVESTMENT 
 
In the opinion of Thorsteinssons LLP, counsel to the Company, and Wildeboer Dellelce LLP, 
counsel to the Agents, based on the provisions of the Tax Act in force on the date hereof and 
proposed amendments to the Tax Act publicly announced by, or on behalf of, the Minister of 
Finance (Canada) prior to the date hereof, the Subscription Receipts and the LEAF Shares 
issuable pursuant to the Subscription Receipts will each be a "qualified investment" for 
purposes of the Tax Act at the time of their acquisition by trusts governed by a registered 
retirement savings plan ("RRSP"), registered retirement income fund ("RRIF"), deferred profit 
sharing plan, registered disability savings plans ("RDSP"), registered education savings plans 
("RESP") or tax-free savings accounts ("TFSA"), each as defined in the Tax Act (each, a 
"Deferred Plan"), provided that: (i) in the case of the LEAF Shares, either such shares are listed 
on a "designated stock exchange" as defined in the Tax Act (which currently includes the TSX 
and Tiers 1 and 2 of the TSXV) or the Company is a “public corporation”, as defined in the Tax 
Act; and (ii) in the case of the Subscription Receipts, all of the following conditions are met: (a) 
the LEAF Shares are listed on a designated stock exchange; (b) neither the Company nor any 
person with whom the Company does not deal at arm's length for the purposes of the Tax Act is 
an annuitant, beneficiary, employer or subscriber under, or a holder of, the particular Deferred 
Plan; and (c) the Escrowed Funds are invested in one or more “qualified investments” (as 
defined in the Tax Act) for Deferred Plans. 
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Notwithstanding the foregoing, if any of the Subscription Receipts or LEAF Shares issuable 
pursuant thereto are a "prohibited investment" for purposes of the Tax Act for an RRSP, RRIF, 
RESP, RDSP or TFSA, the annuitant under such RRSP or RRIF, the subscriber of such RESP 
or the holder of such RDSP or TFSA, as the case may be, may be subject to a penalty tax 
under the Tax Act. The Subscription Receipts or LEAF Shares will generally not be a "prohibited 
investment" for a particular trust governed by an RRSP, RRIF, RESP, RDSP or TFSA if the 
annuitant, subscriber or holder, as applicable: (i) deals at arm's length with the Company for 
purposes of the Tax Act; and (ii) does not have a "significant interest" (within the meaning of the 
Tax Act) in the Company or any other corporation that is related to the Company for purposes of 
the Tax Act.  In addition, the LEAF Shares will not be a "prohibited investment" if such shares 
are "excluded property" (as defined in the Tax Act) for such RRSP, RRIF, RESP, RDSP or 
TFSA. 
 
Prospective subscribers that intend to hold Subscription Receipts or LEAF Shares 
issuable pursuant thereto in a Deferred Plan are advised to consult their own tax 
advisors. 

RISK FACTORS 
 
The Subscription Receipts and the LEAF Shares are considered speculative due to the nature 
of the business of the Company. Prior to making an investment in the Subscription Receipts and 
the LEAF Shares, prospective investors should carefully consider the information described in 
this Prospectus and in the documents incorporated herein by reference, including the risk 
factors set out below, the information contained in the section "Cautionary Statement Regarding 
Forward-Looking Information" and the detailed risk factors set out in the Filing Statement. Such 
risk factors could have a material adverse effect on, among other things, the operating results, 
earnings, properties, business and condition (financial or otherwise) of the Company. 
 
Risk Associated with the Offering 
  
Failure to Satisfy Release Conditions 
 
There can be no assurance that the Release Conditions will be satisfied by the Escrow 
Deadline. If the Release Conditions are not satisfied by the Escrow Deadline, the Escrowed 
Funds, together with any interest accrued thereon, must be returned to the holders of the 
Subscription Receipts on a pro rata basis. If the Escrowed Funds are not sufficient to allow for 
the full refund to each holder of Subscription Receipts of the subscription price of the 
Subscription Receipts held by such holder, the Company will be obligated to contribute to any 
shortfall. 
 
Future Sales of LEAF Shares by Existing Shareholders 
 
Sales of a large number of LEAF Shares in the public markets, or the potential for such sales, 
could decrease the trading price of the LEAF Shares and could impair the Company's ability to 
raise capital through future sales of LEAF Shares. 
 
No Market for the Subscription Receipts  
 
There is currently no public market for the Subscription Receipts and there can be no assurance 
that an active public market will develop or be sustained after completion of this Offering. 
Purchasers may not be able to resell the Subscription Receipts acquired under this Prospectus. 
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This may affect the pricing of the Company's securities in the secondary market, the 
transparency and availability of trading prices, and the liquidity of the Company's securities. 
 
Dilution of Purchasers 
 
Purchasers who purchase Subscription Receipts as part of the Offering may pay more for the 
Subscription Receipts than the amounts paid by existing shareholders of the Company for their 
LEAF Shares. As a result, such purchasers may incur immediate and substantial dilution. 
Convertible securities have been issued by the Company which have a lower conversion or 
exercise price than the current market price of the LEAF Shares. Consequently, purchasers who 
purchase Subscription Receipts under the Offering may incur substantial dilution in the near 
future. 
 
No Dividends have been paid on the Common Shares 
 
The holders of Common Shares on which any dividend is declared or paid by the Company are 
entitled to participate in that dividend equally, in proportion to the number of LEAF Shares held. 
The Company has paid no cash dividends on any LEAF Shares to date and currently intends to 
retain its future earnings, if any, to fund the development growth of its businesses. Any future 
determination to pay dividends will be in the discretion of LEAF's board of directors and will 
depend upon results of operations, capital requirements and such other factors as Leaf's board 
of directors considers relevant. 
 
Rights of Holders of Subscription Receipts may Change 
 
From time to time while the Subscription Receipts are outstanding, the Company, Co-Lead 
Agents and Escrow Agent, without the consent of the holders of the Subscription Receipts, may 
amend or supplement the Subscription Receipt Agreement for certain purposes, including 
making any change that, in the opinion of the Escrow Agent, does not prejudice the rights of the 
holders of Subscription Receipts. The Subscription Receipt Agreement provides for the making 
of other modifications and alterations thereto and to the terms of the Subscription Receipts 
issued thereunder by way of a resolution passed by the affirmative votes of the holders of not 
less than 66 2/3% of the number of outstanding Subscription Receipts represented and voting at 
a meeting of Subscription Receipt holders or an instrument or instruments in writing signed by 
the holders of not less than 66 2/3% of the number of outstanding Subscription Receipts. The 
summary of the Subscription Receipts Agreement contained in this Prospectus is qualified in its 
entirety by reference to the terms of such agreement, which should be reviewed by holders of 
Subscription Receipts. The Subscription Receipt Agreement will be filed by the Corporation on 
SEDAR at www.sedar.com following the Closing Date. 

DIRECTORS AND OFFICERS 
 
The following table sets out the names, places of residence, occupations and proposed 
positions with the Resulting Issuer, and the number of LEAF Shares beneficially owned or 
controlled by such individuals, directly or indirectly, after giving effect to the Acquisition and the 
Offering.  As a group, the proposed directors and officers of the Resulting Issuer following the 
completion of the Acquisition are expected to beneficially own or control, directly or indirectly, 
425.17 million LEAF Shares, which will constitute approximately 56.61% of the issued and 
outstanding LEAF Shares following the completion of the Acquisition and Offering (without 
including LEAF Shares underlying any Subscription Receipts or Compensation Warrants sold or 
issued if the Over-Allotment Option is exercised). 
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Name & 
Municipality of 
Residence 

Position(s) to 
be held 

Principal Occupation during past 5 
years 

Prior term with 
LEAF 

Percentage & No. of 
LEAF Shares upon 
the Completion of 
the Acquisition(1) 

Omar Abdelwahed 
Vancouver, BC 
 

Technical 
Director of ESG 

Technical Director of ESG from June 
2019 to present. 
 
Head of Studio, SoftBank Robotics 
America, from April 2016 to March 
2019 
 
VP of Engineering, Might Play, from 
August 2014 to April 2016 
 

N/A 1,463,888(9) 

(0.19%) 

Galan Akin 
Vancouver, BC 
 

Creative 
Director of ESG 

Chief Creative Officer of ESG from 
incorporation to present. 

N/A 35,805,072(9) 

(4.77%) 

Jason Bailey(2) 

Vancouver, BC 
 

Chief Revenue 
Officer and 
director of 
Resulting 
Issuer 
 

Founder and Chairperson of ESG 
from incorporation to present 

N/A 365,596,204 
(48.68%) 

Jonathan 
Bixby(3)(4)(5) 

Victoria, BC 
 

Director of 
Resulting 
Issuer 
 

Co-founder of Koho Financial from 
March 2014 to present. 
 
Co-founder of Guild Esports PLC 
 
Co-founder  of Blue Mesa Health. 
 
Director of CTO.AI 
 
Chairman of Argo Blockchain PLC 
from June 2017 to August 2019 
 
Chairman of Darkvision Technologies 
from August 2014 to May 2020 
 

N/A 2,110,000 
(0.28%) 

Mike Edwards(3)(5)(6) 

Whistler, BC 
 

Chair, and 
Director of 
Resulting 
Issuer 
 

Co-founder of LX Ventures. 
 
Co-founder of Wyley Interactive Inc. 
 
Co-founder of Growlab. 
 
Co-founder of Creative Labs. 
 
Co-founder of Argo Blockchain PLC. 
 

N/A 29,279,838 
(3.90%) 

Derek Lew(4)(7) 
Vancouver, BC 
 

Director and 
Corporate 
Secretary of 
Resulting 
Issuer 

Director of LEAF from November 
2018 to present.  CEO of LEAF from 
March 2019 to April 2020. 
 
President & CEO of GrowthWorks 
Capital since August 2015 
 
Self-employed lawyer since January 
2001 
 

Director of LEAF, 
November 2018 to 
present 
 
CEO of LEAF, March 
2019 to April 2020 

12,200,000(4) 

(1.62%) 

Mark Leung 
Burnaby, BC 
 

CFO of 
Resulting 
Issuer 
 

CFO of LEAF from March 2019 to 
present. 
 
Director of Finance & Controller of 
Pacific Blue Cross from March 2019 
to present 
 
VP Finance, Growthworks Capital 
from August 2017 to March 2019 
 
Manager, Decision Support, BCLC, 

CFO of LEAF, March 
2019 to present 

210,000 
(0.05%) 
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June 2013 to June 2016 
 

John Marinakis 
Vancouver, BC 
 

Art Director of 
ESG 

Art Director of ESG since 2010. N/A 1,497,624(9) 

(0.20%) 

Joshua Nilson 
Vancouver, BC 

General 
Manager of 
ESG 
 

CEO of ESG from incorporation to 
present. 

N/A 40,386,804(9) 

(5.38%) 

Jean-Guy Niquet 
Nanaimo, BC 
 

Head of Studio 
& Mobile, 
LDRLY 
 

Head of Studio & Mobile, LDRLY, 
from July 2018 to present. 
 
Vice President, Digital Marble Media, 
from Sept 2014 to July 2018 
 

Head of Studio & 
Mobile, LDRLY, July 
2018 to present 

107,222(10) 

(0.01%) 

Darcy Taylor 

West Vancouver, 
BC 
 

CEO of 
Resulting 
Issuer 

Vice President of Marketing & Sales 
of JTI Korea from Dec 2013 to Nov 
2015 
 
Vice President of Brand & Product 
Marketing of Logic Technology 
Development LLC, from Nov 2015 to 
Dec 2017 
 
President of Letter 4 Consulting Ltd. 
since Oct 2018 to present 
 
Director of Leaf Studios PLC since 
Oct 2018 
 

CEO and director of 
LEAF, April 2020 to 
present 
 
President and director 
of 1182533, 
incorporation to 
present 

6,000,000(8) 

(0.80%) 

Birgit Troy(3) 

Port Moody, BC 
 

Director of 
Resulting 
Issuer 

CFO for Volaris Group, operation 
company of Constellation Software 
Inc., from 2016 to present 
 
CFO for Incognito Software systems 
from 2015 to 2016 
 
VP Finance for  TSO Logic from 
2013 to 2015 
 

N/A Nil 
 

James Wagner 
Vancouver, BC 
 

Director of 
Product, ESG 

Director of Product, ESG, from May 
2020 to present 
 
Producer, ESG, from November 
2012 to May 2020 
 

N/A 2,050,738(9) 

(0.27%) 
 

Brian Wideen 
Burnaby, BC 
 

VP Finance of 
Resulting 
Issuer 

COO for Overinteractive Media Inc. 
from 2011 
 
Founder & COO for The Coup 
Company Ltd. from 2012 
 
VP Finance for GrowthWorks Capital 
from 2019 

CFO of 1182533, 
September 2019 to 
April 2020 
 
VP Finance of LEAF, 
April 2020 to present 

Nil 

Notes: 
(1) Does not include stock options or other securities convertible into LEAF Shares.  
(2) Held through a family trust of which Mr. Bailey is a trustee.  Includes LEAF Shares currently held by ESG, 

which will be distributed to ESG Securityholders prior to Closing. 
(3) Proposed member of the Resulting Issuer's audit committee. 
(4) Proposed member of the Resulting Issuer's compensation committee. 
(5) A portion of these shares are held through Oak Mason Investments Inc. and Haymarket Investments Inc., 

both of which are controlled equally by Messrs. Bixby and Edwards.  Additionally, Haymarket Investments 
Inc. is entitled to a finder's fee of 9,777,778 LEAF Shares upon completion of the Acquisition and the 
Offering.  The payment of such finder's fee will be paid as an adjustment under the Acquisition Agreement 
and from the LEAF Shares otherwise distributable to the ESG Securityholders under the Acquisition.  The 
payment of such finder's fee is conditional upon LEAF obtaining prior TSXV approval with respect to same.  
Such LEAF Shares may be subject to escrow conditions.  See "The Acquisition - Finder's Fee" for further 
discussion. 
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(6) A portion of these shares are held through Pioneer Media Holdings Inc., in which Mr. Edwards holds a 
controlling shareholder.  Number of LEAF Shares described includes LEAF Shares that they are anticipated 
to receive under the Acquisition, as well as Mr. Edwards and Pioneer Media Holdings Inc.'s pro rata share of 
those LEAF Shares currently held by ESG that will be distributed as a dividend in-kind prior to the 
Acquisition Closing.  Mr. Edwards and Pioneer Media Holdings Inc. collectively hold 94,333 Class A 
Common shares of ESG, which will be included as a portion of the ESG Securities being acquired under the 
Acquisition. 

(7) A portion of these shares are held through Growthworks Blockchain Innovation I LP, in which Mr. Lew holds 
a controlling interest. 

(8) Held through Letter 4 Consulting Ltd., in which Mr. Taylor holds a controlling interest. 
(9) Includes LEAF Shares that the individual is anticipated to receive under the Acquisition, as well as the 

individual's share of those LEAF Shares currently held by ESG. 
(10) Reflects LEAF Shares issuable to Mr. Niquet under the Acquisition.  As at the date of this Prospectus, Mr. 

Niquet is entitled to 107,222 LEAF Shares currently held by ESG in trust.  Does not include stock options or 
other convertible securities convertible into LEAF Shares. 

 
LEAF Directors & Executive Officer Biographies 
 
Darcy Taylor (52), CEO  
 
Darcy has over 20+ years of senior executive experience building successful companies and 
brands spanning, Asia, Europe and North America. He has a proven track record in C-suite and 
senior leadership roles at IMG Canada (now Endeavor LLC), Logic Technologies Inc, JT 
International S.A. and MASEV Communications Inc, that was acquired by IMG Canada. His 
experience spans corporate, agency, and entrepreneurial environments across free-to-play 
mobile games, FinTech, esports, Blockchain, FMCG/CPG, Digital Marketing & Media and 
Sports & Entertainment industries. 
 
Mark Leung (42), CFO 
 
Mr. Leung has over 15 years of experience in finance and accounting. He has diverse industry 
experience which includes investment management, telecommunications and gaming.  
Responsibilities included overseeing all aspects of financial planning and analysis, and strategic 
planning.  Professionally, he is a Chartered Professional Accountant (CPA, CA), and a graduate 
of the University of British Columbia (MBA). 
 
Jason Bailey (48), Chief Revenue Officer, director and promoter 
 
Mr. Bailey is a founder of ESG. He is considered one of Canada’s most experienced gaming 
entrepreneurs. Prior to ESG, Mr. Bailey was a founder of Super Rewards, which he sold in 
2009.  Super Rewards was a social game monetization platform which helped pioneer the free 
to play game model that is ubiquitous today.  Over the last twenty years, he has been mentor to 
and investor in a variety of Canadian startups and technology companies. 
 
Mr. Bailey is a promoter of ESG.  His family trust, of which he is a trustee, owns 3,600,000 
Class B common shares in the capital of ESG.  Upon completion of the Acquisition and the 
Offering, his family trust is anticipated to hold 355,830,066 LEAF Shares.  Please refer to 
Appendix B of the Filing Statement for a summary of all executive compensation received by 
Mr. Bailey from ESG from 2017 to 2019. 
 
Brian Wideen (63), VP Finance 
 
Mr. Wideen started his career as a computer programmer and launching his first company, 
Sphere Computer Literacy Inc.  His entrepreneurial spirit has seen him hold executive roles in 
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small companies and large, including in telecom, video games and media.  This includes a 
thirteen year stint at Electronic Arts Canada, running large franchises, including Chief Operating 
Officer for "Need For Speed".  In 2012, he co-founded CineCoup Media (now "The Coup 
Company"), building a digital media platform to find, finance and distribute content, including 
films and short-form content.  In 2018, Mr. Wideen co-founded Beats Eats Life Incorporated, a 
hospitality company with restaurants in Toronto. Currently he holds the role of VP Finance, 
Growthworks Capital Ltd., where he is responsible for all things financial for that company and 
its related companies, including preparation and reporting to applicable securities regulatory 
authorities.  Mr. Wideen also acts for two companies listed on the London Stock Exchange, and 
holds a Bachelor of Sciences degree in Computing Science from Simon Fraser University 
(British Columbia), with a minor in Business Administration. 
 
Jonathan Bixby (43), Director 
 
Mr. Bixby is a seasoned technology entrepreneur in both the private and public sector.  He is 
the co-founder of a number of significant companies including, Koho Financial, Canada's largest 
challenger bank, Guild Esports PLC (a listed Esports company on the LSE with David Beckham) 
and Blue Mesa Health (acquired by the Virgin Pulse).  Mr. Bixby is a board member of CTO.AI 
and a former Chairman of the Board of Argo Blockchain PLC (LSE Listed) and Darkvision 
Technologies (acquired by Koch Industries).  He is a strategic advisor to Fastly (NASDAQ). 
 
Mike Edwards (53), Chairperson and Director 
 
Mr. Edwards has a wealth of experience in building and scaling consumer technology 
companies in private and public markets, including as an investor in Punch’d (acquired by 
Google), Wander (later acquired by Yahoo), Summify (acquired by Twitter), BlueBat Games 
(acquired by Novomatic Group,  Retsly (acquired by Zillow) and Password Box (acquired by 
Intel).  He co-founded LX Ventures, a publicly listed consumer internet foundry that acquired 
and scaled Mobio Technologies.  Mr. Edwards co-founded Wyley Interactive, a mobile game 
engagement platform, which was acquired by Zynga and he co-founded Creative Labs, a 
venture capital backed startup foundry that builds consumer technology companies by 
leveraging the Creative Artist Agency's access to talent and audience. 
 
Derek Lew (51), Corporate Secretary and Director 
 
Mr. Lew is the President, Chief Executive Officer and a director of GrowthWorks Capital Ltd. 
("GWC"), and the President and Chief Executive Officer and/or a director of certain managed 
funds and operating subsidiaries of GWC, all of which are active venture capital investors. Mr. 
Lew is also a Partner with Initio Group Inc. ("Initio"), a Vancouver-based early stage angel 
investment firm, and is a lawyer with experience in the areas of corporate, commercial and real 
estate law. As CEO of GWC, and at Initio, Mr Lew is involved in overseeing these firms' venture 
capital and angel investments, respectively. Mr. Lew was Chair of the British Columbia 
Innovation Commission (now "Innovate BC") (2013 – 2018), the Crown agency of the Province 
of British Columbia responsible for the advancement of innovative businesses and 
entrepreneurs in the province. He has also been a director of Mobio Technologies Inc., a TSXV-
listed company, from November 2012 to November 2020. Active in his community, Mr. Lew is a 
director of the Frank and Joan Lew Charitable Trust and the FJL Housing Society, which 
focuses on matters related to social housing in Vancouver's Downtown Eastside. Derek holds a 
Bachelor of Arts from the University of British Columbia and a Bachelor of Laws from the 
University of Alberta, and is a member of the Law Society of British Columbia.  
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Birgit Troy (46), Director 
 
Ms. Troy is a Portfolio CFO at Volaris Group, the largest operating group under Constellation 
Software (CSU), one of Canada's leading technology companies.  Over the last 5 years, she 
has led M&A efforts to acquire and integrate 15 operating companies into Constellation 
Software.  Prior to Volaris, Ms. Troy was the CFO of Incognito Software Systems (acquired by 
Volaris) and VP Finance of TSO Logic (acquired by Amazon) and Strangeloop Networks 
(acquired by Radware). 
 
ESG and LDRLY Executive Biographies 
 
Galan Akin (52), Chief Creative Officer of ESG 
 
Galan Akin is the Chief Creative Officer of ESG. He has over 23 years' experience working with 
both original and high profile IPs and bringing them to market, and has worked exclusively in the 
"Free to Play" space for 12 years.  He has over 15 years' experience in the game industry as a 
lead designer, design consultant and creative director on a wide variety of projects.  Mr. Akin 
previously worked with Radical Entertainment, playing key roles for such titles as Simpson: Hit 
and Run and Scarface: the World is Yours.  
 
Omar Abdelwahed (49), Technical Director of ESG 
 
Omar Abdelwahed is the Technical Director at ESG, and is a software engineer with more than 
20 years' experience leading engineering teams in product development and has published 
multiple games for ESG, Ubisoft, 2K, Playstudios, and Mighty Play, among others. 
 
John Marinakis (45), Art Director of ESG 
 
John Marinakis is the Art Director at ESG and has been part of ESG since 2011.  Before 
working in the games industry, Mr. Marinakis worked in the 2D animation industry in Vancouver 
for over 15 years. 
 
Joshua Nilson (47), General Manager of ESG 
 
Joshua Nilson is the current CEO of ESG and will be the General Manager of ESG upon 
completion of the Acquisition.  He has worked in the tech industry for over nineteen years, at 
both enterprise and start up companies, with the past 14 years in games.  He has helped to 
grow ESG over the years to its current form.  Mr. Nilson previously worked at Relic 
Entertainment, where he contributed to titles such as Dawn of War II and Company of Heroes. 
 
Jean-Guy Niquet (47), Head of Studio and Mobile of LDRLY 
 
Mr. Niquet has led an impressive career in the game industry for over a decade, with a 
background and education in cognitive science and AI. He is noted for having over 15 games 
and apps in the iOS store and for holding positions as a programmer, technical lead, game 
designer and producer at some of Canada's top digital media companies, including LDRLY, 
Marblemedia, Arkadium Canada. He has been honoured with the Best Mobile App Award by 
Applied Arts Magazine for Apollo 11 and has been nominated for a Gemini Award and Canadian 
New Media Award. 
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James Wagner (37), Director of Product of ESG 
 
James Wagner has been a leader within ESG for almost ten years, and is the current Director of 
Product and Project Lead of IdleKit. 

Corporate Cease Trade Orders or Bankruptcies 
 
No proposed director or executive officer of the Resulting Issuer, as constituted upon the 
completion of the Acquisition, is, or has been, within the 10 years before the date of this 
Prospectus, a director, chief executive officer or chief financial officer of any company that: 

 was the subject of a cease trade or similar order, or an order that denied the other issuer 
access to any exemptions under applicable securities law, for a period of more than 30 
consecutive days; or 

 became bankrupt, made a proposal under any legislation relating to bankruptcy or 
insolvency or was subject to or instituted any proceedings, arrangement or compromise 
with creditors or had a receiver, receiver manager or trustee appointed to hold its assets. 

 
No proposed director or executive officer of the Resulting Issuer, as constituted upon the 
completion of the Acquisition, is, or has, within the 10 years before the date of this Prospectus, 
become bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, 
or become subject to or instituted any proceedings, arrangements or compromise with creditors, 
or had a receiver, receiver manager or trustee appointed to hold the assets of the proposed 
director or executive officer. 

Penalties or Sanctions 
 
No proposed director or executive officer of the Resulting Issuer, as constituted upon the 
completion of the Acquisition, is, or has been: 

 been subject to any penalties or sanctions imposed by a court relating to securities 
legislation or by a securities regulatory authority or has entered into a settlement 
agreement with a securities regulatory authority; or 

 been subject to any other penalties or sanctions imposed by a court or regulatory body, 
including a self-regulatory body, that would be likely to be considered important to a 
reasonable securityholder making a decision about the Acquisition or an investment 
decision. 

Conflicts of Interest 
 
There are no known conflicts of interest involving the proposed directors or officers of the 
Resulting Issuer. 
 
There are potential conflicts of interest to which the proposed directors, officers and promoters 
of the Resulting Issuer will be subject with respect to the operations of the Resulting Issuer as 
constituted upon the completion of the Acquisition.  Certain of the proposed directors and/or 
officers serve as directors and/or officers of other companies or have significant shareholdings 
in other companies.  Situations may arise where the directors, officers and promoters of the 
Resulting Issuer will be engaged in direct competition with the Resulting Issuer as constituted 
after the completion of the Acquisition.  Any conflicts of interest will be subject to and governed 
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by the law applicable to directors' and officers' conflicts of interest, including the procedures 
established by the British Columbia Business Corporations Act.  The British Columbia Business 
Corporations Act requires that directors and officers of a party which enters into a material 
contract with the Resulting Issuer or otherwise have a material interest in a material contract 
entered into by the Resulting Issuer as constituted after the completion of the Acquisition, must 
disclose their interest and, in certain circumstances, refrain from voting on any resolution of the 
Resulting Issuer’s directors to approve that contract. 

Other Reporting Issuer Experience 
 
The following table sets out the proposed directors and officers of the Resulting Issuer that are, 
or have been within the last five years, directors, officers or promoters of other reporting issuers 
in any Canadian jurisdiction. 
 
Name Name & Jurisdiction of 

Reporting Issuer 
Position From To 

Mike Edwards 
 
 

Mobio Technologies Inc. 
British Columbia 
 

Director November 2012 March 9, 2020 

CEO November 2012 August 2016 

Pioneer Media Holdings Inc. 
British Columbia 
 

Director October 2019 Present 
 

Derek Lew Plank Ventures Ltd. 
British Columbia 
 

Director May 2019 November 2020 

Mobio Technologies Inc. 
British Columbia 
 

Director November 2012 November 2020 
 

Aether Catalyst Solutions, Inc. 
British Columbia 
 

CFO, Director July 2011 Present 

Working Opportunity Fund 
(EVCC) Ltd. 
British Columbia 
 

Director June 2014 August 2015 

Director October 2016 February 2019 

President & CEO October 2015 February 2019 

Mark Leung Growthworks Atlantic Venture 
Fund Ltd. 
Canada 
 

VP Finance September 2017 March 2019 

Working Opportunity Fund 
(EVCC) LTd. 
British Columbia 
 

VP Finance September 2017 March 2019 

Darcy Taylor Pioneer Media Holdings Inc. 
British Columbia 
 

Director May 2020 Present 

OPTIONS TO PURCHASE SECURITIES 
 
As at the date of this Prospectus, there are 6,805,680 incentive stock options outstanding to 
purchase LEAF Shares.  
 
Immediately after completion of the Acquisition and the Offering, it is anticipated that an 
additional 24,000,000 incentive stock options will be granted as follows: 
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Name and Position Number of Options 
 

Exercise Price Expiry Date 

Jason Bailey 
Chief Revenue Officer, Director 

4,000,000 
 

$0.225 5 years from issuance 

Jonathan Bixby 
Director 

4,000,000 
 

$0.225 5 years from issuance 

Mike Edwards 
Chair, Director 

4,000,000 
 

$0.225 5 years from issuance 

Derek Lew 
Corporate Secretary, Director 

4,000,000 
 

$0.225 5 years from issuance 

Darcy Taylor 
CEO 

4,000,000 
 

$0.225 5 years from issuance 

Birgit Troy 
Director 

4,000,000 
 

$0.225 5 years from issuance 

(1) Such options are subject to vesting requirements over time, such that not all options granted are vested on 
the grant date. 

 
LEAF has implemented an incentive stock option plan. The number of LEAF Shares which may 
be issued pursuant to options previously granted and those granted under the incentive stock 
option plan is a maximum of 10% of the issued and outstanding LEAF Shares at the time of the 
grant. The incentive stock option plan will continue to be the stock option plan of the Company 
following completion of the Acquisition. For further discussion, see "Stock Option Plan" under 
Appendix A Information Concerning LEAF and “Options to Purchase Securities” under Appendix 
C Information Concerning the Resulting Issuer of the Filing Statement. 

INTEREST OF EXPERTS 
 
Certain legal matters in connection with this distribution have been passed upon on behalf of the 
Company by Richards Buell Sutton LLP and Thorsteinssons LLP, and on behalf of the Agents 
by Wildeboer Dellelce LLP. As of the date of this Prospectus, the respective partners and 
associates of Richards Buell Sutton LLP, Thorsteinssons LLP or Wildeboer Dellelce LLP as a 
group beneficially own, directly or indirectly, less than 1% of the outstanding securities of the 
Company. 
 
Haywood provided a fairness opinion dated October 31, 2020 with respect to the Acquisition, a 
copy of which is included as Appendix G to the Filing Statement.  As of the date of this 
Prospectus, Haywood's clients and members of its pro group hold an aggregate of 37,451,635 
LEAF Shares.  Haywood also holds 175,000 agent's options, each option entitling the holder 
thereof to purchase a LEAF Shares at a price of $0.10 per share until July 15, 2021; and 
412,500 brokers' warrants, each broker's warrant entitling the holder thereof to purchase a 
LEAF Share at a price of $0.16 per share until April 17, 2022.  Additionally, in consideration for 
financial advisory services provided to LEAF, Haywood will receive a work fee of $25,000, and 
an advisory fee equal to 2% of the aggregate net value of LEAF, which as at the date of this 
Prospectus is estimated to be approximately $960,485. The advisory fee will be payable in cash 
or in LEAF Shares at a deemed price per share that is equal to the Offering Price of the 
Subscription Receipts, at the discretion of Haywood but subject to TSXV approval. In the event 
that the advisory fee is paid entirely in LEAF Shares, a maximum number of 4,268,825 LEAF 
Shares would be issued.  

AUDITORS, TRANSFER AGENT AND REGISTRAR 
 
The former auditors of the Company for the period from incorporation until April 17, 2020 was 
Dale Matheson Carr-Hilton Labonte LLP. 
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The current auditors of the Company are D&H Group LLP, Chartered Professional Accountants, 
located at Vancouver, British Columbia. 
 
The auditors of ESG are Vohora LLP, Chartered Professional Accountants, located in 
Vancouver, British Columbia. 
 
The transfer agent and registrar for the LEAF Shares is Odyssey Trust Company at its 
Vancouver, British Columbia office. 

PURCHASERS' STATUTORY RIGHTS 
 
Securities legislation in certain of the provinces of Canada provides purchasers with the right to 
withdraw from an agreement to purchase securities. This right may be exercised within two 
business days after receipt or deemed receipt of a prospectus and any amendment. In several 
of the provinces, the securities legislation further provides a purchaser with remedies for 
rescission or, in some jurisdictions, damages if the short form prospectus and any amendment 
contains a misrepresentation or is not delivered to the purchaser, provided that such remedies 
are exercised by the purchaser within the time limit prescribed by the securities legislation of the 
purchaser’s province. The purchaser should refer to any applicable provisions of the securities 
legislation of the purchaser’s province for the particulars of these rights or consult with a legal 
advisor. 
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APPENDIX A 
ESG INTERIM FINANCIAL STATEMENTS 

FOR THE PERIOD ENDED SEPTEMBER 30, 2020 
 

- See attached - 
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EASTSIDE GAMES INC.
Condensed Consolidated Interim Statement of Financial Position

(Unaudited - Presented in Canadian dollars)
As at September 30, 2020

September 30 December 31
2020 2019

ASSETS
CURRENT

Cash $ 3,429,043 $ 2,030,226
Marketable securities 4,908,138 3,487,773
Trade and other receivables (Notes 6, 16) 11,761,187 7,211,970
Prepaid expenses (Note 7) 977,063 2,141,375

21,075,431 14,871,344

PROPERTY AND EQUIPMENT (Note 8) 372,049 400,576

RIGHT-OF-USE ASSETS (Note 12) 304,162 423,181

LONG TERM INVESTMENTS (Note 9) 4,722,020 390,805

DEFERRED INCOME TAXES 114,532 114,532

DEFERRED CHARGES (Note 7) 1,486,177 1,606,777

ASSETS CLASSIFIED AS HELD FOR SALE
- SCHEDULE 2 (Note 5) - 2,025,275

  
$ 28,074,371 $ 19,832,490

 
See notes to condensed consolidated interim financial statements
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EASTSIDE GAMES INC.
Condensed Consolidated Interim Statement of Financial Position

(Unaudited - Presented in Canadian dollars)
As at September 30, 2020

September 30 December 31
2020 2019

LIABILITIES AND SHAREHOLDERS' EQUITY
CURRENT

Trade and other payables (Note 11) $ 6,256,539 $ 3,226,174
Income taxes payable 1,770,381 1,328,864
Deposits received (Notes 5, 17) - 1,250,000
Current portion of lease obligation (Note 12) 167,788 149,230

8,194,708 5,954,268

LEASE OBLIGATION (Note 12) 177,771 305,591

LIABILITIES DIRECTLY ASSOCIATED WITH ASSETS CLASSIFIED
AS HELD FOR SALE - SCHEDULE 2 (Note 5) - 1,848,676

8,372,479 8,108,535

SHAREHOLDERS' EQUITY
Share capital (Note 13) 1,030,131 375,666
Contributed surplus 1,710,801 1,195,419
Retained earnings 16,960,960 10,152,870

19,701,892 11,723,955

$ 28,074,371 $ 19,832,490

NATURE AND CONTINUANCE OF OPERATIONS (Note 1)   

EVENTS AFTER THE REPORTING PERIOD (Note 17)   

These condensed consolidated interim financial statements were approved and authorized for issue by the
Board of Directors on December 15, 2020 and signed on its behalf by:

______"Jason Bailey"___________ Director 

______"Chaya Ransen"__________ Director 

 
See notes to condensed consolidated interim financial statements
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EASTSIDE GAMES INC.
Condensed Consolidated Interim Statement of Income and Comprehensive Income

(Unaudited - Presented in Canadian dollars)
For the Nine Month Period Ended September 30, 2020

(three months) (three months) (nine months) (nine months)
September 30 September 30 September 30 September 30

2020 2019 2020 2019

CONTINUING OPERATIONS

REVENUE
Gaming (Note 16) $ 15,822,250 $ 9,053,401 $ 40,938,345 $ 24,416,193
Advertising 2,517,634 1,721,465 5,627,118 4,338,114

18,339,884 10,774,866 46,565,463 28,754,307

COST OF SALES 3,051,929 1,985,747 8,335,670 5,655,232

GROSS PROFIT 15,287,955 8,789,119 38,229,793 23,099,075

EXPENSES
Administrative expenses, net of

government assistance 3,178,580 2,080,873 12,079,138 6,377,350
Amortization of property and

equipment and right-of-use
assets 71,353 70,519 205,655 217,137

Other operating expenses 1,869,441 2,967,285 5,887,070 9,531,306
Selling and distribution expenses 7,014,177 3,201,575 15,172,190 5,089,486

12,133,551 8,320,252 33,344,053 21,215,279

INCOME FROM OPERATIONS 3,154,404 468,867 4,885,740 1,883,796

OTHER INCOME (LOSS)  
Gain on sale of subsidiary - - 5,183,921 -
Loss on foreign exchange (419,266) (36,406) (107,351) (88,051)
Gain on disposal of property and

equipment 2,900 - 5,015 800
Investment income 301,173 132 171,379 2,071
Unrealized gain on marketable

securities 251,464 - 106,621 -

136,271 (36,274) 5,359,585 (85,180)

INCOME BEFORE INCOME
TAXES 3,290,675 432,593 10,245,325 1,798,616

  
INCOME TAXES 542,633 24,463 1,025,673 307,498

INCOME BEFORE
DISCONTINUED OPERATION 2,748,042 408,130 9,219,652 1,491,118

(continues)
 
See notes to condensed consolidated interim financial statements
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EASTSIDE GAMES INC.
Condensed Consolidated Interim Statement of Income and Comprehensive Income (continued)

(Unaudited - Presented in Canadian dollars)
For the Nine Month Period Ended September 30, 2020

(three months) (three months) (nine months) (nine months)
September 30 September 30 September 30 September 30

2020 2019 2020 2019

DISCONTINUED OPERATION  
Income from discontinued

operation
- Schedule 1 (Note 5) - 1,739 304,479 71,293

- 1,739 304,479 71,293

NET AND COMPREHENSIVE
INCOME FOR THE PERIOD $ 2,748,042 $ 409,869 $ 9,524,131 $ 1,562,411

BASIC EARNINGS PER SHARE $ 1.58 $ 0.17 $ 1.50 $ 0.33
DILUTED EARNINGS PER

SHARE $ 1.54 $ 0.14 $ 1.46 $ 0.29
WEIGHTED AVERAGE

NUMBER OF SHARES
OUTSTANDING 4,558,100 4,361,338 4,558,100 4,361,338

 

 
See notes to condensed consolidated interim financial statements
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Number of shares Share capital
Contributed 

Surplus Retained earnings Total equity

As at January 1, 2019 4,360,088         363,041$          770,543$          7,212,603$       8,346,187$       
Share issuance 2,500                2,525                -                    -                    2,525                
Stock based compensation -                    -                    327,025            -                    327,025            
Comprehensive income for the period -                    -                    -                    1,562,411         1,562,411         

As at September 30, 2019 4,362,588         365,566$          1,097,568$       8,775,014$       10,238,148$     

As at January 1, 2020 4,372,588         375,666$          1,195,419$       10,152,870$     11,723,955$     
Share issuance - Class A common shares 465,252            964,618            -                    -                    964,618            
Share exchange - Class A common shares (224,640)           (310,153)           -                    -                    (310,153)           
Share issuance on exchange - Class B preferred shares 783,145            310,153            -                    -                    310,153            
Share redemption - Class B preferred shares (783,145)           (310,153)           -                    (1,439,012)        (1,749,165)        
Stock based compensation -                    -                    515,382            -                    515,382            
Comprehensive income for the period -                    -                    -                    9,524,131         9,524,131         
Dividends paid -                    -                    -                    (1,277,029)        (1,277,029)        

As at September 30, 2020 4,613,200         1,030,131$       1,710,801$       16,960,960$     19,701,892$     

EASTSIDE GAMES INC.
Condensed Consolidated Interim Statements of Changes in Equity

(Unaudited - Presented in Canadian dollars)
For the Nine Month Period Ended September 30, 2020

See notes to condensed consolidated interim financial statements  5



EASTSIDE GAMES INC.
Condensed Consolidated Interim Statement of Cash Flows

(Unaudited - Presented in Canadian dollars)
For the Nine Month Period Ended September 30, 2020

(nine months) (nine months)
September 30 September 30

2020 2019

OPERATING ACTIVITIES
 Net income for the period $ 9,524,131 $ 1,562,411
 Items not affecting cash:

 Amortization of property and equipment and right-of-use assets 205,655 217,137
 Gain on disposal of subsidiary (5,183,921) -
 Stock based compensation 515,382 327,025
 Unrealized loss on marketable securities 9,184 -
 Unrealized loss on long term investments 83,785 -

 Changes in non-cash working capital: 
 Trade and other receivables (4,549,217) (5,506,733)
 Trade and other payables 3,030,363 980,799
 Income taxes payable 441,517 (110,615)
 Prepaid expenses 1,164,312 (2,222,074)
 Deferred charges 120,600 -

 Cash flow from (used by) operating activities 5,361,791 (4,752,050)
  

INVESTING ACTIVITIES
 Purchase of property and equipment (58,108) (42,106)
 Proceeds from sale (purchase) of marketable securities (1,429,549) 506,000
 Deposit received - 1,250,000
 Assets and liabilities classified as held for sale (304,479) 524,396

  
 Cash flow from (used by) investing activities (1,792,136) 2,238,290

  
FINANCING ACTIVITIES

 Dividends paid (1,277,029) -
 Proceeds from share issuance 964,618 2,525
 Share redemption (1,749,165) -
 Repayment of lease obligation (109,262) (92,908)

  
 Cash flow used by financing activities (2,170,838) (90,383)

  
INCREASE (DECREASE) IN CASH FLOW 1,398,817 (2,604,143)

Cash - beginning of period 2,030,226 1,865,509
  

CASH (DEFICIENCY) - END OF PERIOD $ 3,429,043 $ (738,634)
  

Supplemental cash flow information  (Note 15)

 
See notes to condensed consolidated interim financial statements
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EASTSIDE GAMES INC.
Notes to Condensed Consolidated Interim Financial Statements

(Unaudited - Presented in Canadian dollars)
For the Nine Month Period Ended September 30, 2020

1. NATURE AND CONTINUANCE OF OPERATIONS    

Eastside Games Inc. (the "company") was incorporated provincially under the Business Corporations Act of
British Columbia on June 14, 2011.  The company's principal business activity is the development, sales and
marketing of online games. The head office of the company is 550 - 555 W 12th Avenue, Vancouver, BC V5Z
3X7.

On March 11, 2020, the World Health Organization characterized the outbreak of a disease caused by a strain
of a novel coronavirus ("COVID-19"), as a pandemic. This has resulted in a series of public health and
emergency measures that have been put in place to combat the spread of the virus. The duration and impact of
COVID-19 is unknown at this time and it is not possible to reliably estimate the impact that the length and
severity of these developments will have on the financial results and conditions of the company in future
periods.

These condensed consolidated interim financial statements have been prepared on a going-concern basis, which
assumes that the company will be able to realize its assets and discharge its liabilities in the normal course of
operations as they come due. The company's ability to continue as a going concern is dependent upon its ability
to generate profits and positive cash flows from operations from the launch of its online games under
development, to obtain additional funding from financing arrangements, if and when needed by the company
and the continued support by its related parties.

These condensed consolidated interim financial statements do not reflect the adjustments to the carrying values
of assets and liabilities and the reported expenses and statement of financial position classifications that would
be necessary were the going concern assumption determined to be inappropriate and these adjustments could be
material.
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EASTSIDE GAMES INC.
Notes to Condensed Consolidated Interim Financial Statements

(Unaudited - Presented in Canadian dollars)
For the Nine Month Period Ended September 30, 2020

2. BASIS OF PRESENTATION    

Statement of compliance

The condensed consolidated interim financial statements have been prepared in accordance with International
Accounting Standards ("IAS") 34, Interim Financial Reporting, using accounting policies consistent with
International Financial Reporting Standards ("IFRS") as issued by the International Accounting Standards
Board ("IASB") and interpretations of the International Financial Reporting Interpretations Committee
("IFRIC"). 
These condensed consolidated interim financial statements should be read in conjunction with the audited
consolidated financial statements for the years ended December 31, 2019, 2018 and 2017, which have been
prepared in accourdance with IFRS as issued by the IASB. The accounting policies followed in these
condensed consolidated interim financial statements are consistent with those applied in the company's
financial statements for the years ended December 31, 2019, 2018 and 2017. The disclosures which follow do
not include all disclosures required for the annual financial statements.
Basis of measurement

The condensed consolidated interim  financial statements have been prepared on an accrual basis and are based
on historical costs, except for certain financial instruments that are measured at fair value. The condensed
consolidated interim  financial statements are presented in Canadian dollars unless otherwise noted.
Basis of consolidation

The condensed consolidated interim financial statements include the accounts of the company and its wholly-
owned subsidiary, Keh Kaw Games Inc., a company incorporated in British Colombia. The subsidiary is an
entity over which the company is able, directly or indirectly, to control financial operating policies, which is the
authority usually connected with holding majority voting rights. The results of operations of the subsidiary are
included in the condensed consolidated interim financial statements from the respective dates of acquisition or
incorporation. The subsidiaries are de-consolidated from the date that the control by the company ceases. All
intercompany balances and transactions have been eliminated.
Significant Judgments and estimates

The preparation of condensed consolidated interim  financial statements in conformity with IFRS requires
management to make estimates, assumptions and judgments that affect the application of policies and reported
amounts of assets and liabilities and disclosures of assets and liabilities at the date of the condensed
consolidated interim  financial statements, along with reported amounts of expenses and net losses during the
period. Actual results may differ from these estimates, and as such, estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions are recognized in the period in which the estimates are revised and in
any future periods affected. Significant assumptions about the future and other sources of estimation uncertainty
that management has made at the balance sheet reporting date that could result in a material adjustment to the
carrying value of assets and liabilities, in the event that actual results differ from assumptions made, relate to,
but are not limited to, the following: 
Judgments:

a)  Financial assets and liabilities are designated upon inception to various classifications. The designation
determines the method by which the financial instruments are carried on the balance sheet subsequent to
inception and how changes in value are recorded. The designation may require the company to make
certain judgemental, taking into account management's intention of the use of the financial instruments.

(continues)
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EASTSIDE GAMES INC.
Notes to Condensed Consolidated Interim Financial Statements

(Unaudited - Presented in Canadian dollars)
For the Nine Month Period Ended September 30, 2020

2. BASIS OF PRESENTATION (continued)

b)  The assessment of the probability of future taxable income in which deferred tax assets can be utilized is
based on the company's estimate of future profits or losses adjusted for significant non-taxable income
and expenses and specific limits to the use of any unused tax loss or credit. If a positive forecast of
taxable income indicates the probable use of a deferred tax asset, especially when it can be utilized
without a time limit, that deferred tax asset is usually recognized in full. The recognition of deferred tax
assets that are subject to certain legal or economic limits or uncertainties is assessed individually by
management based on the specific facts and circumstances.

c)  Evaluation of whether costs incurred by the company in developing its products meet the criteria for
capitalization as intangible assets requires judgemental in determining whether it is likely that the future
economic benefits will flow to the company, which are based on assumptions about future events or
circumstances. Estimates and assumptions may change if new information becomes available. If, after
expenditures are capitalized, information becomes available suggesting that the recovery of expenditures
is unlikely, the amount capitalized in excess of the recoverable value is written off to profit or loss in the
period the new information becomes available.

d)  Management is required to assess impairment in respect of equipment. The triggering events are defined
in IAS 36. Management has determined that there were no triggering events present as at September 30,
2020, as defined in IAS 36, for equipment, and, as such, no impairment test was performed.

e)  Management applies judgemental when determining if a good or service that is promised to a customer
is distinct based on whether the customer can benefit from the good or service on its own or together
with other readily available resources and whether the good or service is separately identifiable. Based
on these criteria, the company determined the primary performance obligation relating to its sales
contracts is purchase of the virtual items by customers and serving of the advertisement to the
customers.

f)  Management uses judgmental when determining amounts receivable for various refundable and non-
refundable tax credits earned from the federal and provincial governments and in assessing the
eligibility of research and development and other expenses which give rise to these credits. Government
assistance may be overstated if the underlying project is determined to be ineligible or if certain costs
claimed are determined to be ineligible.

Estimates:
a)  The estimated useful lives and residual value of equipment which are included in the statement of

financial position and the related amortization included in the statement of comprehensive income.
b)  Provisions for income taxes are made using the best estimate of the amount expected to be paid based

on a qualitative assessment of all relevant factors. The company reviews the adequacy of these
provisions at the end of the reporting period. However, it is possible that at some future date an
additional liability could result from audits by taxing authorities. Where the final outcome of these tax-
related matters is different from the amounts that were originally recorded, such differences will affect
the tax provisions in the period in which such determination is made.

(continues)
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EASTSIDE GAMES INC.
Notes to Condensed Consolidated Interim Financial Statements

(Unaudited - Presented in Canadian dollars)
For the Nine Month Period Ended September 30, 2020

2. BASIS OF PRESENTATION (continued)

c)  Determining the fair value of stock options requires estimates related to the choice of a pricing model,
the estimation of stock price volatility, the expected forfeiture rate and the expected term of the
underlying instruments. Any changes in the estimates or inputs utilized to determine fair value could
have a significant impact on the company's future operating results or on other components of
shareholders' equity.

d)  The company estimates the average playing period between 13 to 15 months based on player data in
which a survivability analysis is performed. This is to determine the estimated average playing period of
paying users for durable virtual item revenues to be recognized over this period.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES         

These condensed consolidated interim financial statements have been prepared following the same accounting
policies used in the preparation of the audited consolidated financial statements of the company for the year
ended December 31, 2019.
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EASTSIDE GAMES INC.
Notes to Condensed Consolidated Interim Financial Statements

(Unaudited - Presented in Canadian dollars)
For the Nine Month Period Ended September 30, 2020

4. FINANCIAL INSTRUMENTS          

Categories of financial assets and financial liabilities
Financial instruments are classified into one of the following three categories: fair value through profit or loss
(“FVTPL”); fair value through other comprehensive income ("FVOCI"); and amortized cost.  The carrying
values of the company’s financial instruments are classified into the following categories:
Financial Instrument  Category  September 30, 2020  December 31, 2019
Cash  FVTPL  3,429,043  2,030,226
Marketable securities  FVTPL  4,908,138  3,487,773
Trade and other receivables  Amortized Cost  9,870,797  3,912,143
Trade and other payables  Amortized Cost  6,166,972  3,226,174
Fair value
IFRS 13 establishes a fair value hierarchy for financial instruments measured at fair value that reflects the
significance of inputs in making fair value measurements as follows:

Level 1 - applied to assets or liabilities for which there are quoted prices in active markets for identical
assets or liabilities.
Level 2 - applies to assets or liabilities for which there are inputs other than quoted prices included in Level
1 that are observable for the asset or liability, either directly such as quoted prices for similar assets or
liabilities in active markets or indirectly such as quoted prices for identical assets or liabilities in markets
with insufficient volume or infrequent transactions.
Level 3 - applies to assets or liabilities for which there are unobservable market data.

The carrying values of trade and other receivables and trade and other payables approximates their fair value
due to their short-term nature. The company’s fair value of cash under fair value hierarchy are measured using
Level 1 inputs.

Credit risk
Credit risk arises from the potential that a counter party will fail to perform its obligations.  The company's
main exposure to credit risk relates to its trade receivables.  The credit risk is minimal since the balance of
the company's receivables come from large corporations who pay the company advertising and gaming
revenue.  There is no bad debt expense in the current or prior periods and in the opinion of management,
none of the amounts comprising this balance were considered impaired.  As at September 30, 2020, 44%
(2019 - 76%) of the company’s trade receivables was concentrated to three major customers.  The company
has not had any problems with payment from these customers and as such management is of the opinion that
any concentration of credit risk is minimal.

(continues)
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EASTSIDE GAMES INC.
Notes to Condensed Consolidated Interim Financial Statements

(Unaudited - Presented in Canadian dollars)
For the Nine Month Period Ended September 30, 2020

4. FINANCIAL INSTRUMENTS (continued)

Liquidity risk
Liquidity risk is the risk that the company will not have the resources to meet its obligations as they fall due.
The company manages this risk by closely monitoring cash forecasts and managing resources to ensure that
it will have sufficient liquidity to meet its obligations.  All of the company’s financial liabilities are classified
as current and are anticipated to mature within the next fiscal period.  The following table is based on the
contractual maturity dates of financial assets and the earliest date on which the company can be required to
settle financial liabilities.

Contractual Maturity Analysis at September 30, 2020
Less than  3 - 12  1 - 5  over 5
3 months  months  years  years  Total

Cash 3,429,043  -  -  -  3,429,043
Marketable securities 4,908,138  -  -  -  4,908,138
Trade and other receivables 9,870,797  -  -  -  9,870,797
Trade and other payables (6,166,972) -  -  -  (6,166,972)

Contractual Maturity Analysis at December 31, 2019
Less than  3 - 12  1 - 5  over 5
3 months  months  years  years  Total

Cash 2,030,226  -  -  -  2,030,226
Marketable securities 3,487,773  -  -  -  3,487,773
Trade and other receivables 3,912,143  -  -  -  3,912,143
Trade and other payables (3,226,174) -  -  -  (3,226,174)

Currency risk 
Currency risk is the risk to the company's earnings that arise from fluctuations of foreign exchange rates and
the degree of volatility of these rates.  The company is exposed to foreign currency exchange risk on cash,
trade and other receivables, and trade and other payables held in U.S. dollars.  The company does not use
derivative instruments to reduce its exposure to foreign currency risk.
At September 30, 2020, 1 Canadian Dollar was equal to $0.7497 US Dollar (2019 - $0.7699).

September 30, 2020  December 31, 2019  
US CDN  US CDN

Dollar Equivalent  Dollar Equivalent
Cash 931,683 1,242,741 1,122,559 1,458,058
Marketable securities 1,998,265 2,665,420 894,843 1,162,285
Trade and other receivables 3,093,538 4,126,368 904,770 1,175,179
Trade and other receivables (2,632,384) (3,511,250) (923,468) (1,199,465)
Based on the net exposures as of September 30, 2020 and assuming that all other variables remain constant,
a 10% fluctuation on the Canadian Dollar against the US Dollar would result in a change to the company’s
net income by approximately $452,328 (2019 - $259,605).

(continues)
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EASTSIDE GAMES INC.
Notes to Condensed Consolidated Interim Financial Statements

(Unaudited - Presented in Canadian dollars)
For the Nine Month Period Ended September 30, 2020

4. FINANCIAL INSTRUMENTS (continued)
Interest rate risk
Interest rate risk is the risk that the value of a financial instrument might be adversely affected by a change in
the interest rates.  In seeking to minimize the risks from interest rate fluctuations, the company manages
exposure through its normal operating and financing activities.  The company is exposed to interest rate risk
primarily through its floating interest rate bank indebtedness.

Other price risk
The company is exposed to price risk with respect to its marketable securities, which may arise due to
changes in conditions that affect commodity and equity prices. These fluctuations may be significant.

5. DISCONTINUED OPERATIONS    

On October 29, 2019 the company entered into a share purchase agreement (the "SPA"), completed on April
17, 2020, with 1182533 B.C. Ltd. (the "Purchaser") to sell its interest in LDRLY (Technologies) Inc.
("LDRLY") for an aggregate purchase price of $5,665,000 as follows:
 l cash consideration of $1,250,000 (paid on February 14, 2019); and
 l share consideration of 55,187,500 common shares to the company at the deemed price of $0.08 per

share. This is a total share consideration of $4,415,000.
The disposal of all interests in LDRLY resulted in the company losing control of the subsidiary, with all of
LDRLY's assets and liabilities derecognized from the statement of financial position and the gain on disposition
being recognized in the statement of comprehensive income.
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Notes to Condensed Consolidated Interim Financial Statements

(Unaudited - Presented in Canadian dollars)
For the Nine Month Period Ended September 30, 2020

6. TRADE AND OTHER RECEIVABLES          

September 30 December 31
2020 2019

Trade receivable $ 9,670,797   $ 3,786,794
Loans receivable 200,000   125,349
Government assistance receivable 1,890,390   3,151,561
Goods and services tax recoverable -   148,266

$ 11,761,187 $ 7,211,970

7. PREPAID EXPENSES AND DEPOSITS / DEFERRED CHARGES            

The company has entered into agreements with several external studios in an effort to develop new video
games. Included in prepaid expenses and deferred charges are amounts paid to external studios in advance
related to development and royalty costs of the games under development.

September 30 December 31
2020 2019

Prepaid expenses and deposits / deferred charges
Prepaid royalties - current portion $ 521,384   $ 1,914,899
Other prepaid expenses 455,679   226,476

         Subtotal
 

977,063   2,141,375
Prepaid royalties - long term 1,486,177   1,606,777

$ 2,463,240 $ 3,748,152
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8. PROPERTY AND EQUIPMENT           
  

 Leasehold 
improvements 

Furniture and 
fixtures 

Computer 
equipment Total 

     
Cost     

Balance at January 1, 2019 $       62,576 $     225,213 $     533,063 $     820,852 
Additions -  2,348 83,319 85,667 
Disposals -  -  -  -  

Balance at December 31, 2019 $       62,576 $     227,561 $     616,382 $     906,519 
     
Additions -  8,961 49,147 58,108 
Disposals -  -  -  -  

Balance at September 30, 2020 $       62,576 $     236,522 $     665,529 $     964,627 
     
Accumulated amortization     

Balance at January 1, 2019 $       62,576 $       41,392 $     275,080 $     379,048 
Amortization for the year -  36,999 89,896 126,895 
Disposals -  -  -  -  

Balance at December 31, 2019 $       62,576 $       78,391 $     364,976 $     505,943 
     
Amortization for the period -  23,260 63,376 85,143 
Disposals -  -  -  -  

Balance at September 30, 2020 $       62,576 $     101,651 $     428,352 $     591,086 
     
Carrying value     

At December 31, 2019 $         - $     149,170 $     251,406 $     400,576 
     
At September 30, 2020 $         - $     134,872 $     237,177 $     372,049 
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(Unaudited - Presented in Canadian dollars)
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9. LONG TERM INVESTMENTS      
September 30 December 31

2020 2019

Creative Labs Limited Partnership $ 372,422 $ 390,805
Leaf Mobile Inc. 4,349,598 -

$ 4,722,020 $ 390,805

The company has entered into a subscription agreement with Creative Labs L.P. on December 5, 2016, and
committed to subscribe 500,000 units of the partnership and enter the partnership as a limited partner. As at the
date of the financial statements, 500,000 (2019 - 375,000) of the committed units have been funded. This
investment has been accounted for using the equity method.
The company has acquired 55,187,500 shares in Leaf Mobile Inc. ("Leaf"), a publicly traded company listed on
TSX Venture Exchange, as part of the transaction described in Note 5. The transaction has resulted in 26%
ownership in Leaf. This investment has been accounted for using the equity method.

10. BANK INDEBTEDNESS   

The company has an authorized $3,500,000 operating line of credit, bearing interest at prime + 1.0%.  As at the
financial statement date, the company had a drawn balance of $5,000 (2019 - $5,000), which has been included
in the company's total cash and cash equivalents balance. 

11. TRADE AND OTHER PAYABLES            

September 30 December 31
2020 2019

Trade payable $ 5,931,497   $ 2,900,822
GST payable 89,567   -
Wages payable 230,989   320,866
Interest payable 4,486   4,486

$ 6,256,539 $ 3,226,174
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EASTSIDE GAMES INC.
Notes to Condensed Consolidated Interim Financial Statements

(Unaudited - Presented in Canadian dollars)
For the Nine Month Period Ended September 30, 2020

12. RIGHT-OF-USE ASSETS / LEASE OBLIGATIONS         

Lease obligation has been measured by discounting future lease payments using the company's incremental
borrowing rate at October 1, 2019. The weighted-average rate applied is 12%. Rates implicit in the leases were
not readily determinable. Interest expense on lease obligations for the nine month period ended September 30,
2020 was $36,655.

September 30 December 31
2020 2019

Right-of-use assets
Right-of-use assets - cost $ 581,874   $ 581,874
Right-of-use assets - accumulated amortization (277,712)  (158,693)

$ 304,162 $ 423,181

Lease obligation
Opening balance $ 454,821   $ 581,874
Lease payments (109,262)  (127,053)

         
 

345,559   454,821
Current portion of obligations under capital lease (167,788)  (149,230)

$ 177,771 $ 305,591
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EASTSIDE GAMES INC.
Notes to Condensed Consolidated Interim Financial Statements

(Unaudited - Presented in Canadian dollars)
For the Nine Month Period Ended September 30, 2020

13. SHARE CAPITAL           
Authorized:

Unlimited  Class "A" Common voting shares, without par value
Unlimited  Class "B" Common voting shares, without par value
Unlimited  Class "A" Non-voting preferred shares, with a par value of $0.01 dollars
Unlimited Class "B" Non-voting preferred shares, without par value

September 30 December 31
2020 2019

Issued:    
1,013,200  Class A common shares $ 1,030,121   $ 375,656
3,600,000  Class B common shares 10   10

 $ 1,030,131 $ 375,666

Reconciliation of changes in share capital
For the nine month period ended September 30, 2020, the company had the following transactions:

1. 465,252 Class A common shares have been issued for the exercise of stock option;
2. 224,640 Class A common shares have been exchanged to 783,145 Class B preferred shares; and
3. 783,145 Class B preferred shares have been redeemed for $1,749,165.

 
18



 
 

EASTSIDE GAMES INC. 
Notes to Condensed Consolidated Interim Financial Statements 

(Unaudited - Presented in Canadian dollars) 
For the Nine Month Period Ended September 30, 2020 

 

(continues) 
 

  

 19 

14. STOCK OPTION PLAN          
 

At the statement date, the company had an employee stock based compensation plan for Class "A" 
common shares.  Under the terms of the plan, the options vest on a quarterly basis over a one year period 
and expire five years after the date of the grant.  
Details of the employee stock options are as follows: 

 
 

Number 
Weighted Average 

Exercise Price 
 

Outstanding at beginning of year  645,100  3.66 
Granted  223,176  7.00 
Exercised  (12,500)  1.01 
Forfeited  (38,750)  4.12 

 
Outstanding as at December 31, 2019  817,026  4.59 

 
Exercised  (465,252)  3.03 
Forfeited (40,623) 6.16

 
Outstanding as at September 30, 2020  311,151  6.72 

 
The company applies the fair value method using the Black-Scholes option pricing model in accounting 
for its stock options granted.  The following inputs were used: 

• The risk free interest rate ranges from 1.34% - 1.90% and 1.65% - 2.19% respectively. 

• The expected life of the options is 5 years. 

• The expected volatility is 60%. 

• The expected forfeiture rate ranges from 12.48% - 15.81%. 

• The expected dividends yield is 0%. 
Option-pricing models require the use of estimates and assumptions including the expected volatility.  
Changes in the underlying assumptions can materially affect the fair value estimates and, therefore, 
existing models do not necessarily provide a reliable measure of the fair value of the company’s share 
options. 
The weighted average fair value of all share options granted, using the Black-Scholes option pricing 
model, during 2020 was $998 per option (2019 - $998). The weighted average share price at the date of 
exercise was $2.07 per option (2019 - $1.01). The weighted average remaining contractual life of 
outstanding share options at September 30, 2020 was 4.06 years (2019 – 4.44) years. 
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The following table summarizes information about the share options outstanding and exercisable as at 
September 30, 2020: 

 

 
Number 

outstanding  
Number 

exercisable 
Exercise price 

$ Expiry date  
       
 5,350  5,350 $4.00 December 31, 2021  
 15,700  15,700 $4.00 December 2022  
 4,050  4,050 $4.00 March 31, 2023  
 77,675  77,675 $7.00 December 31, 2023  
 208,376  177,626 $7.00 December 31, 2024  
 

311,151 
 

280,401   
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15. SUPPLEMENTAL CASH FLOW INFORMATION            

September 30 December 31
2020 2019

         Investing activities not affecting cash
Leaf shares received (Note 5) $ (4,415,000)  $ -
Net assets disposed (Note 5) 481,079   -
Deposit applied to sale (Note 5) (1,250,000)  -
Gain on sale of LDRLY (Note 5) 5,183,921   -

$ - $ -

16. RELATED PARTY TRANSACTIONS    

The following is a summary of the company's related party transactions:
 

September 30 December 31
2020 2019

Related party transactions

LDRLY (Technologies) Inc.
Former subsidiary
Game support services $ 15,134,292 $ 4,725,415

Key management personnel
Management
Compensation $ 390,637 $ 520,849

These transactions are in the normal course of operations and are measured at the exchange amount, which is
the amount of consideration established and agreed to by the related parties.

September 30 December 31
2020 2019

Trade receivable from related party
LDRLY (Technologies) Inc. $ 4,177,781   $ 1,781,135
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Notes to Condensed Consolidated Interim Financial Statements

(Unaudited - Presented in Canadian dollars)
For the Nine Month Period Ended September 30, 2020

17. EVENTS AFTER REPORTING PERIOD   

The following events occurred subsequent to the nine month period end:

Long term investment 
On Novmeber 15, 2020 the company acquired 37,500 common shares (25% interest) in Night Garden Studio
Inc. for $100,000.  

Option exercise and exchange
On December 15, 2020, a total of 74,600 stock options were exercised for a total consideration of $504,575
received by the company. 
Also on this date, a total of 239,725 stock options were repurchased by the company for a total consideration of
$3,024,075, which was paid in kind with Leaf shares that the company was holding.

Proposed transaction
On October 31, 2020, a conditional Share Purchase Agreement (the "SPA) was entered into between the
company and Leaf Mobile Inc. ("Leaf"), subsequently amended on November 26, 2020, whereby Leaf will
acquire all issued and outstanding shares of the company for $10,000,000, 444,444,444 common shares of Leaf
and contingent consideration of $40,000,000. The closing of the transaction is condional upon Leaf
successfully raising funds through a public offering, in addition to the transaction receiving approval from
Toronto Stock Exchange, TSX Venture Exchange and various regulatory security commissions.
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April 16 December 31
2020 2019

(four months) (twelve months)

REVENUE
Gaming 5,406,952$        6,410,231$        
Advertising 1,528,881          2,038,282          

6,935,833          8,448,513          

COST OF SALES 1,536,195          2,131,747          

GROSS PROFIT 5,399,638          6,316,766          

EXPENSES
Adminstrative expenses 290,190             987,492             
Amortization 5,070                 57,073               
Other operating expenses 168,707             370,649             
Selling and distribution expenses 4,539,244          4,780,047          

5,003,212          6,195,261          

OTHER INCOME (LOSS)
Gain (loss) on foreign exchange 7,773                 (54,832)              
Investment income 45                      159                    

7,818                 (54,673)              

INCOME TAXES 99,766               -                     

304,479$           66,832$             INCOME FROM DISCONTINUED OPERATIONS

(Schedule 1)
EASTSIDE GAMES INC.
Discontinued Operations

(Unaudited - Presented in Canadian dollars)
For the Four Month Period Ended April 16, 2020

See notes to condensed consolidated interim financial statements  23



December 31
2019

ASSETS
Cash 351,771$            
Trade and other receivables 1,488,331           
Prepaid expenses 101,742              

1,941,844           

Equipment 44,097                
Right-of-use assets 39,334                

2,025,275$         

LIABILITIES
Trade and other payables 1,806,992$         
Lease obligation 41,684                

1,848,676           

NET ASSETS 176,599$            

(Schedule 2)
EASTSIDE GAMES INC.

Assets and Liabilities of Disposal Group Classified as Held for Sale
(Unaudited - Presented in Canadian dollars)

As at December 31, 2019

See notes to condensed consolidated interim financial statements  24



April 16 December 31
2020 2019

(four months) (twelve months)

CASH FLOW

Cash flow from operating activities 50,946               321,037             

Cash flow from investing activities 39,027               (84,005)              

NET CHANGE IN CASH FLOW 89,973               237,032             

(Schedule 3)
EASTSIDE GAMES INC.

Cash Flows of Disposal Group Classified as Held for Sale
(Unaudited - Presented in Canadian dollars)

For the Four Month Period Ended April 16, 2020

See notes to condensed consolidated interim financial statements  25
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ESG Management's Discussion and Analysis 
 
The following management's discussion and analysis for the financial condition and results of 
operations for ESG for the nine month period ended September 30, 2020, should be read in 
conjunction with the financial statements and the notes thereon provided above.  This 
management's discussion and analysis is dated November 30, 2020. 
 
This MD&A contains certain statements that may constitute “forward looking statements”. 
Forward looking statements include, but are not limited to, statements regarding future 
anticipated business developments and the timing thereof, and business and financing plans. 
No assurance can be given that such expectations will prove to be correct. Forward looking 
statements are typically identified by words such as: believe, expect, anticipate, intend, 
estimate, postulate and similar expressions, or which by their nature refer to future events. 
Forward looking statements are not guarantees of future performance, and actual results may 
differ materially from those in forward looking statements as a result of various factors, 
including, but not limited to, ESG's ability to uncertainty of future revenues; competition; 
regulation; potential intellectual property issues; reliance on third party distributors; dependence 
on key executives; dependence on advertising revenue; potential requirement for further 
funding; IT security risks; potential conflicts of interest with proposed directors and officers; 
potential share price volatility; need to attract and retain qualified personnel; and ability to 
implement business strategies. 
 
Although ESG has attempted to identify important factors that could affect it, unknown events 
may cause actual actions, events or results to differ materially from those described in forward-
looking statements, there may be other factors that cause actions, events or results not to be as 
anticipated, estimated or intended. There can be no assurance that forward-looking statements 
will prove to be accurate, as actual results and future events could differ materially from those 
anticipated in such statements. Accordingly, readers should not place undue reliance on 
forward-looking statements. The forward-looking statements in this MD&A address only as of 
the date hereof. ESG does not undertake any obligation to release publicly any revisions to 
these forward-looking statements to reflect events or circumstances after the date hereof to 
reflect the occurrence of unforeseen events other than as required by applicable law. 
 
COVID-19 UPDATE  
 
As highlighted in our second quarter report, the accelerated increase in demand from existing 
users and large inflow of new users that we experienced in March, April and May started to 
normalize in June, a trend which has remained in the third quarter. It is important to highlight 
that the users acquired since the beginning of the COVID-19 pandemic exhibit similar user 
behavior as users acquired during other periods, implying that many of the newly acquired users 
will continue to play our games over a long period of time.  
 
Our workforce transitioned to remote working in March 2020, without any material disruption to 
our day-to-day operations to date. Currently, our offices remain closed and our safety of our 
employees is of utmost importance.  
 
COMPANY BACKGROUND & DESCRIPTION OF BUSINESS 
 
ESG was founded in 2011, and is a mobile game developer and publisher, specializing in free to 
play (F2P) casual mobile games. Headquartered in Vancouver, British Columbia, it has almost a 
decade track record of producing successful titles.   
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In April 2020, ESG sold LDRLY to LEAF, as part of LEAF's Qualifying Transaction.  Prior to this 
time, LDRLY was a wholly-owned subsidiary of ESG.  For further discussion regarding LDRLY 
and LEAF's Qualifying Transaction, please see Appendix A Information Concerning LEAF of the 
Filing Statement.  
 
All of ESG games are free to play, and generate revenue through the sale of in-app items ("in 
app revenue" or "IAP") and advertising revenue. We generate IAP revenue from in app 
purchases (the sale of in-game virtual items) and through in game advertising. Revenue growth 
will continue to depend on our ability to attract and retain players and effectively monetize our 
player base through the sale of in-game virtual items and advertising. We intend to do this 
through the launch of new games, enhancements to current games, licensing of our "IdleKit" 
platform and expansion into new markets and distribution platforms.  
 
ESG currently publishes the following game titles generating revenue, which we segment into 
specific revenue and lifecycle phases:  

 New:  

 Archer: Danger Phone launched 8.20; (Developer: Truly Social Games, ESG IP 
agreement with FX-Disney games); 

 Dragon Up: Idle Adventure launched 2.20; (Developer: Night Garden Studios); 

 The Goldbergs: Back to the 80’s launched 4.20; (Developer: Lumen Games, 
ESG IP Agreement with Sony) 

 Growth:  

 Bud Farm Idle Tycoon, launched Q2 2019; (Publisher agreement with LDRLY);  

 It’s Always Sunny in Philadelphia: The Gang Goes Mobile, launched 2019 
(Developer: ESG and IP agreement with FX- Disney games) 

 Trailer Park Boys: Greasy Money launched 2017 (Developer: ESG and IP 
agreement Talent direct)  

 
Further description of game lifecycle phases can be found in Appendix B Information 
Concerning ESG. 
 
ESG currently has a number of third party clients that utilize its IdleKit platform or related 
services, including Truly Social Games (for the development of Archer: Danger Phone), Night 
Garden Studios (for the development of Dragon Up: Idle Adventure), LDRLY (for titles Bud 
Farm: Idle Tycoon and Cheech & Chong: Bud Farm), and Kano Apps (for the development of 
FUBAR: Idle Party Tycoon). 
 
Summary of Financial Performance 
 
Interim period ended September 30, 2020  
 
A number of significant events occurred in the interim period ended September 30, 2020.  
Firstly, ESG completed its sale of LDRLY (Technologies) Inc. ("LDRLY") to LEAF, as part of 
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LDRLY's Qualifying Transaction.  Further discussion of this can be found in Appendix A 
Information Concerning LEAF of the Filing Statement. 
 
Additionally, ESG published new game titles, including Dragon Up: Idle Adventure in February 
2020 (developed by Night Garden Studios), and The Goldbergs: Back to the 80s in April 2020 
(developed by Lumen Games).  Subsequent to Q2 2020, ESG also published Archer: Danger 
Phone in August 2020 (developed by Truly Social Games).  Additional information regarding 
these titles can be found in the Prospectus.   
 
By September 30, 2020, total revenue was $46.57 million, increasing by $17.82 million relative 
to the same period in 2019. Key drivers of this was continued growth of both Trailer Park Boys: 
Greasy Money ("TPB") and Bud Farm: Idle Tycoon ("BFIT"), with the addition of new title 
launches, Cheech & Chong: Bud Farm and The Goldbergs: Back to the 80s.  Of total revenue in 
the nine month period, game and publishing revenue was $40.94 million, and advertising 
revenue was $5.63 million. 
 
ESG has been able to observe certain positive trends in our key KPIs driving topline revenue, 
and while we believe there is a measurable impact due to the COVID-19 pandemic, we cannot 
determine the quantifiable impact primarily attributable to the COVID-19 pandemic on our 
results of operations and financial performance versus the fact we launched a new game and 
focused marketing efforts on games in their growth phase.   
 
Additionally, we believe that the increase in total revenue relative to the same period in 2019 
was also partially attributable to significant increases in key audience operating metrics across 
ESG's game portfolio, related to continued investment in user acquisition ("UA"), and "Live Ops" 
player engagement supporting growth games. Operating expenses of $33.34 million were 
incurred through the period, with $12.08 million in administrative expenses, net of government 
assistance through tax credits, and $15.17 million in selling and distribution expenses.  This was 
a substantial increase relative to the same period in 2019 of $21.22 million in total expenses, 
with $6.38 million in administrative expenses, net of government assistance, and $5.09 million in 
selling and distribution expenses), reflecting the company’s overall growth in its operations.   
 
On November 15th, 2020 an agreement was signed with Night Garden Studio Inc., pursuant to 
which ESG will acquire 37,500 common shares (representing a 25% interest) in that company 
for $100,000 to facilitate increased developer resources to support product pipeline.  The terms 
of this agreement are subject to confidentiality and non-disclosure obligations.   
 
LIQUIDITY & CAPITAL RESOURCES 
 
As at the end of the interim period ended September 30, 2020, ESG had working capital of 
$12.88 million. 
 
Through the period described, ESG's working capital has primarily been funded from ongoing 
operating revenue.  
 
The chart below describes ESG's cash flow during the nine month period ended September 30, 
2020 and the comparative period in 2019.  Please note, however, that the 2019 amounts 
include cash flows derived from LDRLY's operations.  As ESG's sale of LDRLY to LEAF 
concluded in April 2020, the description of cash flow for the nine month period ended 
September 30, 2020 does not include cash flow derived from LDRLY. 
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 9 month period ended 
September 30, 2020 
 

9 month period ended 
September 30, 2019 
 

Cash flow from (used in) operating activities 
 

5,361,791 (4,752,050) 

Cash flows used in investing activities 
 

(1,792,136) 2,238,290 

Cash flows provided by (used in) financing activities 
 

(2,170,838) (90,383) 

Increase (decrease) in cash during the period/year 
 

1,398,817 (2,604,143) 

Cash, beginning of period 
 

2,030,226 1,865,509 

Cash, end of period 
 

3,429,043 (738,634) 

 
The increase in cash as at the end of the period ended September 30, 2020 relative to the same 
period in 2019 reflects an increase in revenue and gross profit driven game growth. 
 
Proceeds from issuances of capital generally arose from the exercise of incentive stock options 
or grants from treasury to employee or founder shareholders. 
 
The net cash inflows from operating activities for the nine month period ended September 30, 
2020 was $5.36 million (September 30, 2019, ($4.75 million)) driven primarily from significant 
increase in revenue when compared to same time prior year. 
 
ESG had cash available of $3.43 million for the period ended September 30, 2020 (September 
30, 2019: ($0.75 million)). The increase in cash balance is mainly attributed to the growth in 
revenue. 
 
Cash used by investing activities through the period was ($1.79 million) (September 30, 2019: 
$2.24 million).  The decrease in cash used by investing activities is mainly attributable to the 
investment of $1.43 million in marketable securities and the loss of LDRLY's net assets due to 
the sale (September 30, 2019: ESG sold marketable securities of $0.51 million and received a 
deposit of $1.25 million from LEAF with respect to the sale of LDRLY).  
 
RELATED PARTY TRANSACTIONS 
 
Upon ESG's sale of LDRLY to LEAF in April 2020, ESG became a "related party" of LEAF as a 
result of holding more than 20% of the issued and outstanding LEAF Shares. 
 
In the nine months ended September 30, 2020, ESG received $15.13 million from LEAF 
(through LDRLY)(September 30, 2019: $4.73 million), as a result of a combination of the 
following: 

 Technology licensing fees, with respect to platform technology licensed by LDRLY for 
the development of the Cheech & Chong: Bud Farm title; 

 Royalty fees, with respect to historical game development work provided LDRLY on the 
Bud Farm:Idle Tycoon title.  This title was developed by ESG, but published by LDRLY; 
and 

 Consulting services fees, for services including user acquisition services, and "Live Ops" 
services provided with respect to the Bud Farm: Idle Tycoon title.   
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At September 30, 2020, LEAF owed a total of $4.18 million to ESG (September 30, 2019: $1.78 
million). 
 
Key management personnel 
 
During the nine months ended September 30, 2020 ESG’s key management personnel was 
paid a total of $0.39 million (September 30, 2019: $0.52 million). 
 
FINANCIAL INSTRUMENT RISKS & EXPOSURES 
 
ESG may be at risk for regulatory issues and fluctuations in exchange rates. ESG’s financial 
instruments are exposed to certain financial risks, which include the following: 
 
Credit risk 
 
Credit risk arises from the potential that a counter party will fail to perform its obligations. ESG’s 
main exposure to credit risk relates to its trade receivables. The credit risk is minimal since the 
balance of ESG’s receivables comes from large corporations who pay advertising and software 
sales revenue. There is no bad debt expense in the current year and in the opinion of ESG's 
management, none of the amounts comprising this balance were considered impaired. 
 
Liquidity risk 
 
Liquidity risk is the risk that ESG will encounter difficulties in meeting obligations when they 
become due. ESG intends to ensure that there is sufficient capital in order to meet short-term 
operating requirements, after taking into account ESG’s holdings of cash. 
 
As at September 30, 2020, ESG had cash of $3.43 million and $9.67 million in trade 
receivables, including related party receivables (LDRLY) of $4.18 million to settle the total 
current liabilities of $8.19 million. 
 
Currency 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. As of September 30, 2020, ESG is exposed to foreign currency exchange 
risk on cash, trade receivables, and trade payables held in U.S. dollars. ESG has not hedged its 
exposure to currency fluctuations. 
 
OFF-BALANCE SHEET ARRANGEMENTS 
 
ESG has not entered into any off-balance sheet arrangements as at September 30, 2020. 
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LEAF Mobile 
Inc. 

Eastside Games 
Inc. Note Ref.

Pro Forma 
Adjustments

Pro Forma 
Consolidated

ASSETS
CURRENT

Cash 3,740,031          3,429,043          4(c)(i) 20,000,000        2,138,634          
4(c)(ii) (1,200,000)        
4(d)(ii) (16,285,015)      

4(e) (1,500,000)        
4(f)(ii) (6,300,000)        
4(f)(v) (250,000)           

4(h)(ii) 504,575             
Marketable securities -                    4,908,138          -                    4,908,138          
Trade and other receivables 4,843,737          11,761,187        4(f)(iii) (4,177,781)        12,427,143        
Prepaid expense and deposits 397,603             977,063             -                    1,374,666          

8,981,371          21,075,431        (9,208,221)        20,848,581        
NON-CURRENT

Property and equipment 588,048             372,049             -                    960,097             
Right-of-use assets 7,152                 304,162             -                    311,314             
Long term Investments -                    4,722,020          4(f)(i) (3,339,775)        307,020             

4(h)(iii) (1,075,225)        
Deferred income taxes -                    114,532             -                    114,532             
Deferred Charges -                    1,486,177          -                    1,486,177          
Intangible assets 8,401,488          -                    4(d)(ii) 36,694,805        45,096,293        

8,996,688          6,998,940          32,279,805        48,275,433        

17,978,059        28,074,371        23,071,584        69,124,014        
LIABILITIES
CURRENT

Trade and other payables 4,409,085          6,256,539          4(f)(iii) (4,177,781)        6,487,843          
Income taxes 99,766               1,770,381          4(f)(i) 605,271             2,670,366          

4(h)(iii) 194,948             
Contingent consideration - current portion 4(d)(ii) 19,333,011        19,333,011        
Lease obligation - current portion 7,922                 167,788             -                    175,710             

4,516,773          8,194,708          15,955,449        28,666,930        
NON-CURRENT

Contingent consideration 4(d)(ii) 18,688,266        18,688,266        
Lease obligation -                    177,771             -                    177,771             

4,516,773          8,372,479          34,643,715        47,532,967        
SHAREHOLDERS' EQUITY

Share capital 14,753,985        1,030,131          4(c)(i) 20,000,000        14,434,505        
4(c)(ii) (1,200,000)        
4(d)(ii) 12,899,799        
4(d)(i) (34,514,471)      

4(f)(iv) 960,486             
4(h)(ii) 504,575             

Contributed surplus -                    1,710,801          4(h)(i) 245,748             2,798,756          
4(h)(iii) (924,750)           

4(i) 1,766,957          
Reserves 568,042             -                    4(d)(i) (568,042)           -                    
Retained earnings (deficit) (1,860,741)        16,960,960        4(d)(i) 4,571,227          4,357,786          

4(e) (1,500,000)        
4(f)(i) (3,945,046)        

4(f)(ii) (6,300,000)        
4(f)(iv) (960,486)           
4(f)(v) (250,000)           
4(h)(i) (245,748)           

4(h)(iii) (345,423)           
4(i) (1,766,957)        

13,461,286        19,701,892        (11,572,131)      21,591,047        

17,978,059        28,074,371        23,071,584        69,124,014        

LEAF MOBILE INC. 
ProForma Consolidated Statement of Financial Position

As at September 30, 2020
(Unaudited - Expressed in Canadian dollars)

See notes to unaudited proforma consolidated financial statements 1



Leaf Mobile 
Inc. 

Eastside Games 
Inc. Note Ref.

Pro Forma 
Adjustments

Pro Forma 
Consolidated

REVENUE
Gaming 14,829,302     40,938,345     4(a) 5,406,952       46,040,307        

4(g)(ii) (15,134,292)    
Advertising 4,408,566       5,627,118       4(a) 1,528,881       11,564,565        

19,237,868     46,565,463     (8,198,459)      57,604,872        

COST OF SALES 17,239,128     8,335,670       4(a) 1,536,195       14,308,600        
4(b) (2,192,631)      

4(g)(ii) (10,609,762)    

GROSS PROFIT 1,998,740       38,229,793     3,067,739       43,296,272        

EXPENSES
Administrative expenses 642,023          12,079,138     4(a) 290,190          20,336,808        

4(b) 502,311          
4(e) 1,500,000       

4(f)(iv) 960,486          
4(f)(v) 250,000          
4(h)(i) 245,748          

4(h)(iii) 2,099,955       
4(i) 1,766,957       

Amortization of property and equipment and right-of-
use asset 694,104          205,655          4(a) 5,070              945,789             

4(b) 40,960            
Listing expenses 790,941          -                  -                  790,941             
Other operating expenses 387,134          5,887,070       4(a) 168,707          6,696,218          

4(b) 253,307          

Selling and distribution expenses 826,268          15,172,190     4(a) 4,539,244       17,409,225        
4(b) 1,396,053       

4(g)(ii) (4,524,530)      

3,340,470       33,344,053     9,494,458       46,178,981        

INCOME (LOSS) FROM OPERATIONS (1,341,730)      4,885,740       (6,426,719)      (2,882,709)        

OTHER ITEMS
Gain (loss) on foreign exchange -                  (107,351)         4(a) 7,773              (99,578)             
Gain on sale of assets -                  5,183,921       4(f)(i) 6,052,708       13,186,109        

4(h)(iii) 1,949,480       
Gain on disposal of property and equipment -                  5,015              -                  5,015                 
Investment income -                  278,000          4(a) 45                   278,045             

-                  5,359,585       8,010,006       13,369,591        

INCOME (LOSS) BEFORE TAXES (1,341,730)      10,245,325     1,583,287       10,486,882        

INCOME TAXES -                  1,025,673       4(a) 99,766            1,925,658          
4(f)(i) 605,271          

4(h)(iii) 194,948          

INCOME FROM CONTINUING OPERATIONS (1,341,730)      9,219,652       683,302          8,561,224          

DISCONTINUED OPERATION
Income from discontinued operation 304,479          4(a) (304,479)         -                    

NET AND COMPREHENSIVE INCOME FOR 
THE PERIOD (1,341,730)      9,524,131       378,823          8,561,224          

BASIC AND DILUTED NET INCOME 
PER COMMON SHARE 0.01                   

WEIGHTED AVERAGE NUMBER OF 
SHARES OUTSTANDING 751,043,407      

LEAF MOBILE INC. 
ProForma Consolidated Statement of Income and Comprehensive Income

For the Nine Months Ended September 30, 2020
(Unaudited - Expressed in Canadian dollars)

See notes to the unaudited proforma consolidated financial statements 2



Eastside Games 
Inc. 

Caprice Business 
Development 
Canada Inc. Note Ref.

Pro Forma 
Adjustments

Pro Forma 
Consolidated

REVENUE
Gaming 27,840,274     -                        4(a) 6,410,231       29,525,090      

4(g)(i) (4,725,415)      
Advertising 5,800,586       -                        4(a) 2,038,282       7,838,868        

33,640,860     -                        3,723,098       37,363,958      

COST OF SALES 12,405,225     -                        4(a) 2,131,747       14,536,972      

GROSS PROFIT 21,235,635     -                        1,591,351       22,826,986      

EXPENSES
Administrative expenses 8,441,666       149,269                4(a) 987,492          16,735,033      

4(e) 1,500,000       
4(f)iv) 960,486          
4(f)(v) 250,000          
4(h)(i) 245,748          
4(h)(iii) 2,099,955       

4(i) 2,100,417       
Amortization of property and equipment and 
right-of-use asset 285,588          -                        4(a) 57,073            342,661           
Other operating expenses 1,651,293       -                        4(a) 370,649          2,021,942        
Selling and distribution expenses 7,410,292       -                        4(a) 4,780,047       7,464,924        

4(g)(i) (4,725,415)      

17,788,839     149,269                8,626,452       26,564,560      

INCOME (LOSS) FROM OPERATIONS 3,446,796       (149,269)               (7,035,101)      (3,737,574)       

OTHER ITEMS
Foreign exchange loss (202,620)         -                        4(a) (54,832)           (257,452)          
Unrealized gain on marketable securities 587,124          -                        -                  587,124           
Investment income 2,290              -                        4(a) 159                 2,449               
Gain on disposal of assets 800                 -                        4(f)(i) 6,052,708       8,002,988        

4(h)(iii) 1,949,480       
387,594          -                        7,947,515       8,335,109        

INCOME (LOSS) BEFORE INCOME TAXES 3,834,390       (149,269)               912,414          4,597,535        

INCOME TAXES 
Current 858,357          -                        4(f)(i) 605,271          1,658,576        

4(h)(iii) 194,948          
Deferred 82,939            -                        -                  82,939             

941,296          -                        800,219          1,741,515        

INCOME FROM CONTINUING OPERATIONS 2,893,094       (149,269)               112,195          2,856,020        

DISCONTINUED OPERATION
Income from discontinued operation 66,832            4(a) (66,832)           -                   

NET AND COMPREHENSIVE INCOME FOR 
THE YEAR 2,959,926       (149,269)               45,363            2,856,020        

BASIC AND DILUTED NET INCOME 
PER COMMON SHARE 0.00                 

WEIGHTED AVERAGE NUMBER OF 
SHARES OUTSTANDING 667,364,657    

LEAF MOBILE INC. 
ProForma Consolidated Statement of Income and Comprehensive Income

For the Year Ended December 31, 2019
(Unaudited - Expressed in Canadian dollars)

See notes to unaudited proforma consolidated financial statements  3



Leaf Mobile Inc. 
Notes to the Pro Forma Consolidated Financial Statements 

(Unaudited - Expressed in Canadian dollars) 
 

 
 

 

1. Description of reporting entity, transaction and offering 
 
Description of reporting entity 
 
Leaf Mobile Inc., (“LEAF” or “the Company”) was incorporated under the Business Corporation Act (British 
Columbia) on November 29, 2018 as Caprice Business Development Canada Inc. (“Caprice”).  The company is a 
publicly traded company on the TSX Venture Exchange (“TSXV”) under the symbol “LEAF”.  The Company’s 
principal business activity is the development of mobile games through a wholly-owned subsidiary, LDRLY 
(Technologies) Ltd.  To date the Company’s focus has been on counter culture video games, with titles including Bud 
Farm Idle Tycoon, Bud Farm 420, Bud Farm Grass Roots, Bud Farm Quest for Buds, Potfarm Legacy, and Cheech 
& Chong Bud Farm. 
 
Transaction 
 
On October 31, 2020, LEAF entered into a share purchase agreement (the “Agreement”), amended effective 
November 26, 2020, to acquire 100% of the issued and outstanding shares of Eastside Games Inc. (“ESG”), subject 
to the terms and conditions thereto.  Founded in 2011 ESG is a leading publisher and developer of mobile games, with 
games created for top Hollywood brands as well as Canadian superstars The Trailer Park Boys.   
 
As a condition precedent to completing the Acquisition, LEAF must complete an equity offering for gross proceeds 
of $20 million (the "Offering").  Additionally, LEAF must receive conditional approval from the Toronto Stock 
Exchange (“TSE”) to list the common shares of LEAF ("LEAF Shares") for trading thereon upon completion of the 
Acquisition and the Offering.  Other conditions precedent to completing the Acquisition include obtaining all 
necessary shareholder and regulatory approvals (including the approval of the TSXV). 
 
Upon completion of the Acquisition, LEAF will acquire 100% of the issued and outstanding securities of ESG.  In 
consideration, LEAF will pay a cash amount of $10,000,000 and issue 444,444,444 common shares to the ESG 
shareholders at closing of the Acquisition.  Additional contingent consideration may be paid to the ESG shareholders 
subsequent to such closing.  In the event that, in the first 12 months following completion of the Acquisition, LEAF 
receives $100 million in gross revenue, on a consolidated basis, the ESG shareholders will receive additional 
consideration of $20,000,000, of which $10,000,000 will be paid in cash, and the remaining $10,000,000 will be paid 
in cash or in LEAF common shares at the direction of the ESG shareholders.  In the event that, in the subsequent 12 
month period, LEAF receives $150 million in gross revenue, on a consolidated basis, the ESG shareholders will 
receive a further $20,000,000, of which $10,000,000 will be paid in cash, and the remaining $10,000,000 will be paid 
in cash or in LEAF common shares at the direction of the ESG shareholders.  If directed to pay such portion of the 
contingent consideration in LEAF common shares, such shares will be issued at a deemed price of $0.225 per share, 
up to a maximum of 88,888,888 LEAF common shares, subject to adjustment in the event of any LEAF capital 
reorganization, including but not limited to share consolidations.   
 
Prior to the Acquisition, ESG was a shareholder of LEAF which when combined with the additional shares issued as 
part of the Acquisition, the ESG shareholders will become the controlling party of LEAF.  Accordingly, the transaction 
will be considered a “reverse takeover” transaction under the policies of the TSXV.  
 
Offering 
 
Prior to and as a condition of completing the Acquisition, LEAF intends to offer subscription receipts ("Subscription 
Receipts") for gross proceeds of $20 million.  The Subscription Receipts will be offered at a price to be determined 
by LEAF and the Agents, but subject to a minimum offering price of $0.225 per Subscription Receipt. The proceeds 
of the Offering will be primarily used to fund in part the Transaction, certain costs related to the Transaction and for 
general corporate purposes.  
 
The Subscription Receipts will be governed by a subscription receipt agreement to be entered into among LEAF, its 
agents with respect to the Offering, and an escrow agent mutually acceptable to them (the "Subscription Receipt 
Agreement").  Pursuant to the Subscription Receipt Agreement, the proceeds of the Offering, less amounts payable 
by LEAF to its agents with respect to the Offering, will be held in escrow by aforementioned escrow agent.  If certain 
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Leaf Mobile Inc. 
Notes to the Pro Forma Consolidated Financial Statements 

(Unaudited - Expressed in Canadian dollars) 
 

 
 

 

release conditions to be listed under the Subscription Receipt Agreement ("Release Conditions") are satisfied or 
waived in accordance with the Subscription Receipt Agreement prior to the occurrence of any termination event listed 
under the Subscription Receipt Agreement (a "Termination Event"), the escrowed proceeds will be released to LEAF, 
and one common share of LEAF Share will be issued to holders of Subscription Receipts in exchange for each 
Subscription Receipt held. 
 
If a Termination Event occurs prior to the Release Events being satisfied or waived, the holders of the Subscription 
Receipts will receive notice of same and will be entitled to a refund of the original subscription price of each 
Subscription Receipt held by them, as well as any interest accruing on the escrowed Offering proceeds, less applicable 
withholding tax.  The escrowed Offering proceeds will be applied towards payment of such amounts, and LEAF will 
be responsible for any shortfall. 
 
2. Basis of presentation 

 
These unaudited pro forma consolidated financial statements have been prepared by management for illustrative 
purposes only to show the effect of the Transaction and Offering described in Note 1.  The unaudited pro forma 
financial statements have been prepared as if the Transaction and Offering had occurred on January 1, 2019 for the 
purposes of the unaudited pro forma consolidated statement of income and comprehensive income for the year ended 
December 31, 2019, and the unaudited pro forma consolidated interim statement of income and comprehensive income 
for the nine months ended September 30, 2020.  The unaudited pro forma statement of financial position as at 
September 30, 2020 has been prepared as if the Transaction and Offering had occurred as of September 30, 2020.  
 
For the year ending December 31, 2019, LDRLY (Technologies) Ltd. (“LDRLY”) was a wholly owned subsidiary of 
ESG.  LDRLY was acquired by Caprice Business Development Canada Inc. (“Caprice”) on April 17, 2020 as part of 
a Qualifying Transaction. The result of the Qualifying Transaction was the formation of LEAF.  Accordingly, the 
unaudited pro forma financial statements have been compiled based on the following: 
 

- Unaudited consolidated pro forma statement of income and comprehensive income for the year ended 
December 31, 2019:   

o Audited consolidated financial statements of ESG for the year ended December 31, 2019; and  
o Audited financial statements of Caprice for the year ended December 31, 2019.  

- Unaudited consolidated pro forma statement of income and comprehensive income for the nine months ended 
September 30, 2020:  

o Unaudited condensed consolidated interim financial statements of ESG for the nine months ended 
September 30, 2020, which includes the operations of LDRLY up to April 17, 2020; and  

o Unaudited condensed consolidated interim financial statements of LEAF for the nine months ended 
September 30, 2020, which includes the operations of LDRLY from April 17, 2020.  

- Unaudited consolidated pro forma statement of financial position as at September 30, 2020:  
o Unaudited condensed consolidated interim financial statements of ESG for the nine months ended 

September 30, 2020; and  
o Unaudited condensed consolidated interim financial statements of LEAF for the nine months ended 

September 30, 2020.  
 
The unaudited pro forma consolidated financial statements are not intended to reflect the financial position or 
performance of the Company which would have actually resulted had the proposed Transaction and Offering described 
in Note 1 and other pro forma adjustments occurred as assumed.  Further, these unaudited pro forma consolidated 
financial statements are not necessarily indicative of the financial position or performance that may be attained in the 
future.  Any potential synergies that may be realized and integration costs that may be incurred upon completion of 
the Transaction have been excluded from the pro forma information.  The unaudited pro forma consolidated financial 
statements should be read in conjunction with the financial information referred to above.  
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Notes to the Pro Forma Consolidated Financial Statements 

(Unaudited - Expressed in Canadian dollars) 
 

 
 

 

3. Summary of significant accounting policies 
 
The unaudited pro forma consolidated financial statements have been compiled using the significant accounting 
policies as set out in the audited financial statements of the Company for the year ended December 31, 2019.  While 
management believes that the significant accounting policies of LEAF and ESG are consistent in all material respects, 
accounting policy differences may be identified until the time that the financial reporting process of LEAF and ESG 
are integrated.  
 
4. Pro forma assumptions and adjustments 
 
The unaudited pro forma consolidated financial statements give effect to the following assumptions and adjustments: 
 

a) Prior to the April 17, 2020 acquisition of LDRLY by LEAF, LDRLY was being treated as a discontinued 
operation by ESG and reported as one-line item on its audited consolidated financial statements for the year 
ended December 31, 2019 and its unaudited condensed consolidated interim financial statements for the nine 
months ended September 30, 2020.  The following adjustment has been made to reallocate the discontinued 
operations to the appropriate accounts on the unaudited statement of income and comprehensive income for 
the year ended December 31, 2019 and the unaudited statement of income and comprehensive income for 
the nine months ended September 30, 2020: 

 
 Year ended  

December 31, 2019 
Nine months ended 

 September 30, 2020 
REVENUE    
  Gaming  $6,410,231 $5,406,952 
  Advertising  2,038,282 1,528,881 
COST OF SALES  2,131,747 1,536,195 
EXPENSES    
   Administrative expenses  987,492 290,190 
   Amortization  57,073 5,070 
   Other operating expenses  370,649 168,707 
   Selling and distribution expenses 4,780,047 4,539,244 
OTHER ITEMS   
   Gain (loss) on foreign exchange  (54,832) 7,773 
   Investment income  159 45 
INCOME TAXES  - 99,766 
INCOME FROM 
DISCONTINUED OPERATION 

66,832 304,479 

 
b) For its nine-month period ended September 30, 2020, LEAF included all gaming studio expenses as part of 

Cost of Sales.  The following adjustment was made to reallocate these costs to the consolidated operating 
expense category after the Transaction and Offering described in Note 1 are completed: 

 
 INCREASE/(DECREASE) 
COST OF SALES  ($2,192,631) 
EXPENSES   
   Administrative expenses 502,311 
   Amortization  40,960 
   Other operating expenses  253,307 
   Selling and distribution expenses  1,396,053 

 
c) Prior to the completion of the Transaction LEAF underwent an Offering to raise $20,000,000.  Based on this, 

the following assumptions and adjustments were made: 
i. Cash and share capital were increased by $20,000,000 to account for the cash raised. 
ii. Cash and share capital were decreased by $1,200,000 to account for the estimated Agent fees. 
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d) The completion of the acquisition of ESG by LEAF in accordance with the Agreement.  The unaudited pro 

forma consolidated financial information includes various assumptions, including those related to the pro 
forma purchase price allocation of the assets acquired and liabilities assumed of LEAF by ESG, as a result 
of the reverse takeover transaction, based on management’s best estimates of fair value.  The final purchase 
price allocation may vary based on the final valuations and analyses of the fair value of the acquired assets 
and assumed liabilities.  Accordingly, the unaudited pro forma adjustments are preliminary and have been 
made solely for illustrative purposes.  
 
i. Following the transaction described in Note 1, the shareholders of ESG will control LEAF and for 

accounting purposes ESG will be deemed the acquirer.  The Transaction will be accounted for in 
accordance with IFRS 3 Business Combinations (“IFRS 3”), as the operations of LEAF constitute a 
business. The assets and liabilities of LEAF will be included in the consolidated statement of financial 
position at fair value, which approximates their pre-combination carrying values.  The shareholder’s 
equity, including the deficit, and net proceeds from shares issued during the Offering, of LEAF will be 
eliminated.  

 
ii. To determine the estimated purchase price of LEAF as part of the reverse takeover, the Company relied 

upon the agreed upon value of ESG and applied its relative value to this figure.  To determine the 
Company’s relative value the Company used the total estimated shares being held by the LEAF 
shareholders compared with the total estimated shares being held by the ESG shareholders at the 
completion of the Transaction, being 33%.  Using this methodology, the following purchase price has 
been determined:  

 
Market value of ESG based on 
transaction: 

 

Cash  $10,000,000 
Contingent consideration (1) $38,021,277 
LEAF shares  $100,000,000 
Estimated net working capital 
adjustment (2) 

$6,285,015 

Estimated value of ESG   $154,306,292 
        

Estimated market value of LEAF:  
Estimated value of ESG   $154,306,356 
Leaf value relative to ESG  33% 
Estimated purchase price of LEAF  $50,921,076 

(1) Contingent consideration has been discounted to its fair value using the company’s  
incremental rate of borrowing.   

(2) Calculated as the September 30th net working capital as reported adjusted for working capital  
adjustments noted in 4(f)(i) and 4(f)(ii). 

 
 

The following represents the effect of the purchase accounting based on a pro forma allocation of the 
purchase price of LEAF to the acquired identifiable assets and assumed liabilities based on their fair 
values as of September 30, 2020:  
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  Fair Values 
Fair value of identifiable net assets:     

Cash (1) $ 4,505,016 
Trade and other receivables  4,843,737  
Prepaid expenses and other assets  397,603  
Right‐of‐use asset, net  7,152  
Property and equipment, net  588,048  
Intangible assets, net  8,401,488  
Trade and other payables   (4,409,085) 
Income taxes payable  (99,766) 
Current portion of lease liability  (7,922) 
Fair value of identifiable net assets 14,226,271 
Intangible assets (2) 36,694,805 

 Total  $ 50,921,076 
Consideration comprised of:  
        Contingent consideration (3) $38,021,277 
        Share capital  12,899,799 
Total consideration paid $50,921,076 

1) Includes cash as reported at September 30, 2020 plus the net effects of the pro forma adjustments noted in 4(c)(i), 4(c)(ii), 4(d)(ii) , 4(e) 
and 4(f)(v). 

2) For the purposes of these unaudited pro forma consolidated financial statements, the company has not made any fair value adjustment 
allocation to the value of the acquired assets and liabilities on the balance sheet given the uncertainty with respect to the measurement of 
fair value amounts at this time.  Therefore, the difference between the purchase price, assuming 100% ownership, and the net assets has 
been allocated to intangible assets.  The company expects that a significant portion of the unallocated purchase price will be allocated 
among intangible assets and goodwill.  In addition, as the company has not made any fair value allocation adjustment, similarly it has not 
made any adjustments related to items such as additional estimated amortization or tax-related impacts.  The actual purchase price 
accounting adjustments will be finalized once the company has completed detailed valuations and necessary calculations and may differ 
materially from the adjustment reflected in the unaudited pro forma consolidated financial statements. 

3) The contingent consideration has been discounted to its estimated fair value. The estimated fair value of the contingent consideration 
payable within one year is $19,333,011 and has been presented as a current liability. The remaining estimated fair value of $18,688,266 
payable outside of one year has been presented as a long term liability.         

  
e) Cash and net income were reduced by $1,500,000 to account for the estimated closing expenses related to 

the Transaction. This adjustment to retained earnings was subsequently removed as part of the elimination 
of LEAF’s equity as noted in 4(d)(i). 

f) The following assumptions and adjustments were made to account for pre-closing transactions of ESG and 
LEAF: 

 
i. A dividend in-kind of 41,747,191 shares of LEAF to the ESG shareholders at a value of $9,392,483, 

based on the estimated fair market value of the shares.  This transaction resulted in the following 
adjustments: 
 

 
 
Account 

 
Statement of financial 

position increase/(decrease) 

Statement on income and 
comprehensive income 

increase/(decrease) 
Long term investments ($3,339,775)  
Income taxes payable $605,271  
Retained earnings (profit less 
dividend) 

 
($3,945,046) 

 

Gain on sale   $6,052,708 
Income tax expense  $605,271 
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(Unaudited - Expressed in Canadian dollars) 
 

 
 

 

ii. The cash dividend to pay out its capital dividend account balance of $6,300,000 to the shareholders of 
ESG.  Transaction resulted in a decrease to cash and retained earnings of $6,300,000. 

iii. The elimination of trade receivables and payables between ESG and LEAF of $4,177,781. This resulted 
in a decrease to trade receivables and payables of $4,177,781. 

iv. Advisory fees of $960,486 will be paid by issuing shares in LEAF related to consulting work done on 
the Offering and the Transaction.  This resulted in an increase to share capital to administrative expenses 
and a reduction to retained earnings of $960,486.  This adjustment to retained earnings and share capital 
were subsequently removed as part of the elimination of LEAF’s equity as noted in 4(d)(i).   

v. Advisory fees of $250,000 will be paid by cash related to consulting work done on the Offering and the 
Transaction.  This resulted in a decrease to cash, an increase to administrative expenses and a reduction 
to retained earnings of $250,000.  This adjustment to retained earnings was subsequently removed as 
part of the elimination of LEAF’s equity as noted in 4(d)(i).  
 

g) The following assumptions and adjustments were made to account for intercompany fees and expenses 
between ESG and LEAF:  
 
i. The elimination of $4,725,415 in profit sharing and royalties charged by ESG to LDRLY during the year 

ended December 31, 2019.  
ii. The elimination of $15,134,292 in profit sharing and royalties charged by ESG to LDRLY during the 

nine-month period ending September 30, 2020. This resulted in a reduction of $10,609,762 to cost of 
sales and $4,524,530 to selling and distribution expenses.  

 
h) As a result of the transaction, the vesting period of all outstanding ESG options was advanced.  Immediately 

prior to the transaction option holders had the option of exercising their options or taking a buy-out in the 
form of LEAF shares currently owned by ESG. This resulted in the following transactions adjustments were 
made:  
 
i. Share-based compensation:  Share-based compensation of $245,748 was realized as a result of the 

advanced vesting period.  This led to an increase to Administrative expenses and contributed surplus and 
a decrease to retained earnings of $245,748. 

ii. Options exercised: A total of 74,600 options were exercised for proceeds of $504,575.  This resulted in 
an increase to cash and share capital of $504,575. Cash was subsequently decreased, and intangible 
assets increased by $504,575 as a result of the working capital adjustment in 4(d)(ii). 

iii. Option settlement: A total of 239,725 options were settled for $3,024,075, which was paid to the option 
holders by the transfer of 13,440,309 LEAF shares already owned by ESG. This resulted in additional 
share-based compensation of $2,099,955 being recognized and $924,750 being reclassified from 
contributed surplus. This transaction resulted in the following adjustments: 
 

 
 
Account 

 
Statement of financial 

position increase/(decrease) 

Statement on income and 
comprehensive income 

increase/(decrease) 
Long term investments ($1,075,225) - 
Income taxes payable  $194,948 - 
Contributed surplus ($924,750) - 
Retained earnings ($345,423) - 
Gain on sale  $1,949,480 
Administrative expenses  $2,099,955 
Income tax expense  $194,948 

 
 

i) Immediately after the completion of the transaction, LEAF will grant 24,000,000 new options with an 
exercise price of $0.225 per option and an exercise period of five years.  10% of these options vest 
immediately with an additional 15% vesting every six months. As a result of this, the following adjustments 
have been recorded: 
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Account   

Year ended December 31, 2019 
increase/(decrease) 

Nine months ending September 
30, 2020 

increase/(decrease) 
Administrative expenses  $2,100,417 $1,766,957 
Contributed surplus  NA $1,766,957 
Retained Earnings  NA ($1,766,957) 

 
 
 
5. Pro forma share capital 

 
(a) The following table summarizes the pro-forma share capital post the Transaction with the ending estimated 

outstanding common shares being that of LEAF, the legal acquirer.  Please note that the estimated common 
shares issued pursuant to the Offering and the Transaction are calculated assuming the Offering is completed 
at a price of $0.225 per Subscription Receipt: 

(b) The weighted average shares outstanding for LEAF have been adjusted to reflect the additional shares 
resulting from the Offering and Transaction noted in note 1. 

  September 30, 2020 
Pro forma net income for the period $8,561,224 

  
Weighted average number of shares 213,441,250  
Adjustment for estimated number of shares to be issued for acquisition 537,602,157 
Pro forma weighted average number of shares - basic and diluted 751,043,407  

  
Pro forma basic and diluted income per share  0.01 
 
 
 
 
 
 
 

 
  

 
Number 

 
Amount ($) 

Common shares     
Class A common shares of ESG outstanding as at September 30, 2020 1,013,200  1,030,121 
Class B common shares of ESG outstanding as at September 30, 2020 3,600,000  10 
Adjusted for:    
ESG options exercised prior to the transaction 74,600  504,575 
Adjustment to share capital of legal acquirer (4,687,800)  - 
Common shares of LEAF   outstanding as at September 30, 2020 213,441,250  14,753,985 
Estimated common shares issued pursuant to the Offering, net of 
issuance costs 88,888,888  18,800,000 
Estimated common shares issued related to consulting fees 4,268,825  960,486 
Estimated common shares issued pursuant to the Transaction 444,444,444  12,899,799 
Elimination of LEAF Equity -  (34,514,471) 
    
Estimated common shares outstanding (LEAF) 751,043,407  14,434,505 
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  December 31, 2019 
Pro forma net income for the year $2,856,020  

  
Weighted average number of shares 129,762,500  
Adjustment for estimated number of shares to be issued for acquisition 537,602,157 
Pro forma weighted average number of shares - basic and diluted 667,364,657  

  
Pro forma basic and diluted income per share 0.00 
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