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BACKGROUND 
 

This management discussion and analysis (“MD&A”) of the financial position of LottoGopher Holdings 
Inc. (formerly Red Hat Investments Inc.) (the “Company” or “LottoGopher”) and results of its operations 
for the three months ended March 31, 2017 is prepared as at May 30, 2017.  This MD&A should be read 
in conjunction with the unaudited condensed interim financial statements for the three months ended 
March 31, 2017 and the supporting notes. Those unaudited condensed interim financial statements have 
been prepared in accordance with International Financial Reporting Standards (“IFRS”). All dollar figures 
included therein and in the following M&DA are quoted in Canadian dollars. Additional information 
relevant to the Company can be found on SEDAR at www.sedar.com. 
 

FORWARD-LOOKING INFORMATION 
 

This discussion contains “forward-looking statements” that involve risks and uncertainties. Such 
information, although considered to be reasonable by the Company’s management at the time of 
preparation, may prove to be inaccurate and actual results may differ materially from those anticipated 
in the statements made.  Such forward-looking statements include statements relating to the Company’s 
proposed acquisition (the “Proposed Transaction”) of Galaxy Group LA, LLC (“Galaxy”) and seeking a 
public listing and future sources of financing.  
 
This MD&A contains forward-looking statements that reflect the Company’s current expectations and 
projections about its future results. When used in this MD&A, words such as “estimate”, “intend”, 
“expect”, “anticipate” and similar expressions are intended to identify forward-looking statements, 
which, by their very nature, are not guarantees of the Company’s future operational or financial 
performance, and are subject to risks and uncertainties and other factors that could cause the Company’s 
actual results, performance, prospects or opportunities to differ materially from those expressed in, or 
implied by, these forward-looking statements.  The assumptions on which such forward-looking 
statements are based and the risk factors that could cause such forward-looking statements to vary, 
including assumptions and risks relating to the Proposed Transaction, stock exchange listing and future 
sources of financing, are set out in the Company’s Prospectus to which this MD&A is attached under the 
headings “Note Regarding Forward-Looking Information” and “Risk Factors”.   
 
Readers are cautioned not to place undue reliance on these forward-looking statements, which speak 
only as of the date of this MD&A or as of the date otherwise specifically indicated herein.  
 
Due to risks and uncertainties, including the risks and uncertainties identified above and elsewhere in 
this MD&A and the Prospectus, actual events may differ materially from current expectations.  Except as 
required by applicable law, the Company disclaims any intention or obligation to update or revise any 
forward-looking statements, whether as a result of new information, future events or otherwise. 

 
COMPANY OVERVIEW 

 
The Company was incorporated under the Business Corporations Act (British Columbia) on February 10, 
2016. The Company is currently in the process of identifying, evaluating and negotiating business 
opportunities. 
 

  

http://www.sedar.com/
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PROPOSED TRANSACTIONS 

 
LottoGopher entered into a Business Combination Agreement (“BCA”) with Galaxy effective November 
30, 2016. Under the BCA, LottoGopher is to acquire all of the issued and outstanding securities of Galaxy 
as part of a series of transactions, as it seeks a public listing. 
 
LottoGopher and Galaxy have been operating under an Advisory and Transaction Facilitation Agreement 
(“ATFA”) which was effective February 19, 2016. Under the ATFA, LottoGopher was to assist Galaxy in 
developing its’ business and to advance funds to facilitate the advancement of the business.   
 

RESULTS OF OPERATIONS  
 

Three months ended March 31, 2017 compared with Three months ended March 31, 2016 
 

During the three months ended March 31, 2017, the Company recorded a net loss of $ $265,632 (March 
31, 2016 – $48,297).  
 
Operating expenses for the three months ended March 31, 2017 were $265,632 (March 31, 2016 – 
$48,297). During the three months ended March 31, 2017, the Company incurred the following 
expenditures: 
 

 Professional fees of $179,679 (March 31, 2016 – $45,011); 

 Consulting fees of $36,243 (March 31, 2016 – $3,256); 

 Finance cost of $26,562 (March 31, 2016 – $nil); and  

 Travel of $12,745 (March 31, 2016 – $nil) 
 

SUMMARY OF QUARTERLY INFORMATION 
 

The quarterly results for the last eight quarters are summarized below: 
 

March 31, 2017 December 31, 2016 September 30, 2016 June 30, 2016

Operating expenses 265,632$                               183,667$                               154,937$                               80,384$                                 

Net loss 265,632                                 183,667                                 154,937                                 80,384                                   

Basic and diluted loss 

   per share
0.02$                                      0.01$                                      0.02$                                      0.02$                                      

March 31, 2016 December 31, 2015 September 30, 2015 June 30, 2015

Operating expenses 48,297$                                 N/A N/A N/A

Net loss 48,297                                   N/A N/A N/A

Basic and diluted loss 

   per share
0.01                                        N/A N/A N/A

Three months ended

Three months ended

 
The fluctuation in net loss on a quarterly basis is attributable to variations in various expense items, such 
as consulting fees, management fees, professional fees and travel, which occur due to the administrative 
and fund raising activities occurring during a particular period and to the availability of funds in those 
periods to pay for those activities. As the Company has been reviewing and assessing opportunities, the 
underlying expenditures have occurred at various times. There is no seasonality to these variations, nor 
are they indicative of any trend.    
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The Company anticipates significant future fluctuations in its quarterly operating results caused by a 
number of factors, as provided in the “Risks and Uncertainties” discussion.   Consequently, the Company 
is of the opinion that operating results comparisons will not necessarily be meaningful and that such 
comparisons should not be relied upon to assess future returns. 
 

SELECTED INFORMATION 
 

March 31, 2017 March 31, 2016 March 31, 2015

Operating expenses 265,632$                          48,297$                             N/A

Net loss 265,632                             48,297                               N/A

Basic and diluted loss 

   per share
(0.02)$                                (48,297)$                           N/A

As at: March 31, 2017 December 31, 2016 December 31, 2015

Working capital 4,110,319$                       345,464$                          N/A

Total assets 4,509,749                         605,968                             N/A

Total liabilities 1,333,003                         721,700                             N/A

Total shareholders' equity 3,176,746$                       (115,732)$                         N/A

For the three months ended

 
LIQUIDITY / CAPITAL RESOURCES 
 

The Company’s activities have been funded through equity financings and the Company expects it will 
continue to be able to utilize this source of financing until it develops cash flow from future operations. 
 
There can be no assurances the Company will be successful in its endeavors. If such funds are not 
available or other sources of finance cannot be obtained, then the Company will be forced to curtail its 
activities to a level for which funding is available or can be obtained.  
 
The Company does not derive any revenues from operations and has no material income from 
operations. 
 
As at March 31, 2017, the Company had working capital of $4,110,319 of which $3,505,750 is held in 
trust. 
 
During the three months ended March 31, 2017, the Company experienced cash outflows of $109,686 
from operating activities.  
 
On February 28, 2017, the Company completed a convertible debentures private placement by issuing 
various 2-year unsecured convertible debentures bearing interest at 8% per annum with aggregate face 
value of $1,024,000 of which $519,000 and $505,000 were issued during the year ended December 31, 
2016 and the three months ended March 31, 2017, respectively. Interest is payable on the earlier of the 
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maturity date, or the date of any conversion of the notes.  The notes are convertible at any time at the 
option of the holder. The conversion price of the notes is $0.10 per share of common stock. 
 
In addition, during the three months ended March 31, 2017, the Company completed a private placement 
of an aggregate 14,023,000 Subscription Receipts at a purchase price of $0.25 per Subscription Receipt 
for aggregate gross proceeds of $3,505,750. These amounts were held in trust as at March 31, 2017 and 
released subsequent to March 31, 2017. 
 
The Company has not pledged any of its assets as security for loans, or otherwise and is not subject to 
any debt covenants. Management believes the Company has sufficient working capital at this time to 
meet its ongoing financial obligations. 
 

SUBSEQUENT EVENTS 
 

 The Company advanced additional funds of $26,976 and US$217,588 to, or on behalf of, Galaxy.  As of 
May 30, 2017, a total of $55,176 and US$736,260 has been advanced to Galaxy.  These amounts are 
unsecured, non‐interest bearing and payable on demand. 

 

 The Company completed its acquisition (the “Transaction”) of Galaxy. In connection with the 
Transaction, the Company acquired all of the units of Galaxy and completed a private placement of 
subscription receipts for gross proceeds of CAD$3,505,750 (the “Private Placement”).  Prior to the 
Transaction, the Company received conditional approval for listing from the Canadian Securities 
Exchange (“CSE”). The Company’s common shares (“Common Shares”) will trade on the CSE under the 
ticker symbol “LOTO”. The Company’s Common Shares began trading on May 23, 2017.  The Company 
acquired all of the issued and outstanding shares of Galaxy through a business combination in exchange 
for an aggregate of 20,000,000 common shares of the Company (“Common Shares”), including 
1,516,890 Common Shares issued to settle debts of Galaxy in the amount of US$291,710. An additional 
10,000,000 Common Shares are issuable upon the achievement of performance milestones in 
connection with the Transaction.  An aggregate of 14,023,000 subscription receipts were issued 
pursuant to the Private Placement, which were deemed exercised in connection with the closing of the 
Transaction and exchanged for an aggregate of 14,023,000 Common Shares and 7,011,500 Common 
Share purchase warrants (the “Warrants”). Each Warrant entitles the holder to acquire one Common 
Share at an exercise price of $0.40 per share prior to May 18, 2018, subject to acceleration in the event 
that the Common Shares trade at a price greater than $0.50 for ten consecutive trading days. In 
connection with the Private Placement, the Company paid aggregate finders’ fees of $264,990 cash 
and issued finders an aggregate of 1,049,200 share purchase warrants (the “Finder’s Warrants”). Each 
Finder’s warrant entitles the holder to acquire one Common Share at an exercise price of $0.40 per 
share prior to May 18, 2018. Upon closing of the Transaction, outstanding convertible debentures in 
the aggregate principal amount of $1,024,000 were automatically converted to Common Shares at a 
conversion price of $0.10 per Common Share for an aggregate of 10,240,000 common 
shares.  Concurrent with closing the Transaction, the Company also issued (a) 695,360 Common Shares 
pursuant to bonus share payments payable to certain management and consultants, (b) 1,226,250 
common shares at a deemed price per share of $0.25 for conversion of CAD$306,562.50 of outstanding 
debt, and (c) 4,001,799 options to purchase Common Shares to directors, officers, employees and 
consultants of the Company, exercisable at $0.25 per Common Share at any time prior to May 18, 2022. 
With the completion of the Transaction and the Private Placement, the Company has 62,146,861 
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Common Shares issued and outstanding (on an undiluted basis), 10,522,564 of which will be subject to 
an escrow agreement in accordance with the requirements of the CSE.  
 

 In connection with the completion of the Transaction, the Company’s board of directors are as follows:  
- James Morel 
- Alnesh Mohan 
- Norman Wareham 
- Lloyd John Lemmon 
- Kurtis Rintala 
 

 The Company’s executive management is as follows 
- James Morel – Chief Executive Officer and President 
- Alnesh Mohan – Chief Financial Officer 
- Sheryl Dhillon – Corporate Secretary 

 
OUTSTANDING SHARE DATA AS MARCH 31, 2017 AND THE DATE OF THIS MD&A 

 
Authorized share capital: Unlimited number of common shares without par value. 
 
Issued share capital: At March 31 ,2017, the Company had 15,962,251 common shares issued and 
outstanding (December 31, 2016 – 15,775,001). 
 
During the period ended March 31, 2017 
 

 The Company issued 187,250 common shares with a fair value of $18,725 as finders’ fees of the 
convertible debentures issued during the three months ended March 31, 2017.  

 

 The Company completed a private placement of an aggregate 14,023,000 Subscription Receipts at a 
purchase price of $0.25 per Subscription Receipt for aggregate gross proceeds of $3,505,750. These 
amounts were held in trust as at March 31, 2017 and released subsequent to March 31, 2017. 

 
As at the date of this MD&A, the Company had the following common shares, warrants and stock options 
issued and outstanding: 
 

 62,146,861 common shares; 
 

 8,060,700 share purchase warrants with an exercise prices of $0.40 per share. Each warrant entitles 
the warrant holder to subscribe for one common share; and 

 

 4,001,799 stock options with an exercise price of $0.25 per share. 
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TRANSACTIONS WITH RELATED PARTIES 
 
Key management personnel include persons having the authority and responsibility for planning, 
directing, and controlling the activities of the Company as a whole. The Company has determined that 
key management personnel consist of executive and non-executive members of the Company’s Board of 
Directors and corporate officers.  
 
Total compensation of key company personnel for the period ended March 31, 2017 is as follows: 
 

For the three months 

ended

 From the date of 

incorporation on 

February 10, 2016 to  

March 31, 2017 March 31, 2016

Professional fees

- Accounting (a) 52,000$                         -$                                     

- Corporate Secretary (b) 3,750                              -                                       

55,750$                         -$                                     

 
a) The Company paid $52,000 for accounting services to Quantum Advisory Partners LLP whose 

incorporated partner is the Company’s Chief Financial Officer.  
 

b) The Company paid $3,750 for corporate secretary services to the Company’s Corporate Secretary. 
 
The balances due to the Company’s officers were $108,218 as at March 31, 2017 (December 31, 2016 – 
$102,181), and included in accounts payable and accrued liabilities. These amounts are unsecured, non-
interest-bearing and payable on demand. 
 

CONTRACTUAL OBLIGATIONS 
 
There are no significant contractual obligations. 
 

OFF-BALANCE SHEET ARRANGEMENT 
 

The Company has no off-balance sheet arrangements. 
 

CRITICAL ACCOUNTING ESTIMATES 
 
These financial statements, including comparatives, have been prepared using accounting policies 
consistent with IFRS issued by the International Accounting Standards Board (“IASB”) and interpretations 
of the International Financial Reporting Interpretations Committee (“IFRIC”).  The financial statements 
have been prepared on a historical cost basis, except for financial instruments classified as financial 
instruments at fair value through profit and loss, which are stated at their fair value. In addition, these 
Financial Statements have been prepared using the accrual basis of accounting except for cash flow 
information. Refer to Note 2 of the audited financial statements for the period ended December 31, 2016 
for details on critical accounting estimates and judgments. 
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NEW STANDARDS AND INTERPRETATIONS NOT YET ADOPTED 
 

New standards and interpretations not yet adopted 
 
Certain new standards, interpretations, amendments and improvements to existing standards were 
issued by the IASB or IFRIC that are mandatory for future accounting periods.  The following have not yet 
been adopted by the Company and are being evaluated to determine their impact: 
 

 IFRS 9: New standard that replaced IAS 39 for classification and measurement, tentatively effective 
for annual periods beginning on or after January 1, 2018. 

 

 IFRS 15: New standard that replaced IAS 18 for revenue from contracts with customers, effective for 
annual periods beginning on or after January 1, 2018. 

 

 IFRS 16, Leases: New standard to establish principles for recognition, measurement, presentation 
and disclosure of leases with an impact on lessee accounting, effective for annual periods beginning 
on or after January 1, 2019.  

 
FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 
 

In the normal course of business, the Company is inherently exposed to certain financial risks, including 
market risk, credit risk and liquidity risk, through the use of financial instruments. The timeframe and 
manner in which the Company manages these risks varies based upon management’s assessment of the 
risk and available alternatives for mitigating risk. The Company does not acquire or issue derivative 
financial instruments for trading or speculative purposes. All transactions undertaken are to support the 
Company’s operations. These financial risks and the Company’s exposure to these risks are provided in 
various tables in note 11 of our unaudited condensed interim financial statements for the three months 
ended March 31, 2017. For a discussion on the significant assumptions made in determining the fair value 
of financial instruments, refer also to note 2 of the consolidated financial statements for the year ended 
December 31, 2016. 

 
RISKS AND UNCERTAINTIES 
 

The Company is subject to a number of risk factors due to the nature of its business. These risks and 
uncertainties may impact the Company’s ability to successfully execute its key strategies and may affect 
future events, performance or results. Certain of these risks and uncertainties are described in this 
MD&A. However, the risks and uncertainties set out in this MD&A are not exhaustive. New risk factors 
may emerge from time to time and it is not possible for management to predict all such risk factors, nor 
can it assess the impact of all such risk factors on the Company’s business performance, condition, 
operations or strategies and plans. 

 
Ongoing Need for Financing  
 

It is intended that the Company will continue to make investments to support business growth and may 
require additional funds to respond to business challenges. Accordingly, the Company may need to 
engage in equity or debt financings to secure additional funds. If additional funds are raised through 
further issuances of equity or convertible debt securities, existing shareholders could suffer significant 
dilution, and any new equity securities issued could have rights, preferences and privileges superior to 
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those of holders of the Company’s shares. Any debt financing secured in the future could involve 
restrictive covenants relating to capital raising activities and other financial and operational matters, 
which may make it more difficult for the Company to obtain additional capital and to pursue business 
opportunities, including potential acquisitions. In addition, additional financing may not be available on 
favourable terms, if at all. If the Company is unable to obtain adequate financing or financing on terms 
satisfactory to them, when they require it, their ability to continue to support business growth and to 
respond to business challenges could be significantly limited. 
 

Issuance of Debt  
 

From time to time, the Company may enter into transactions to acquire the assets or shares of other 
corporations. These transactions may be financed wholly or partially with debt, which may temporarily 
increase the Company's debt levels above industry standards. The level of the Company's indebtedness 
from time to time could impair its ability to obtain additional financing in the future, on a timely basis, to 
take advantage of business opportunities that may arise. 
 

Business plan is new and contains inherent risks 
 

Our business plan is innovative and non-traditional.  As such, we cannot be certain of commercial or any 
other kind of success for us and cannot guarantee same. 
 

Limited operating history  
 

The Company has a very limited operating history upon which an evaluation of its prospects can be based.  
The prospects must be evaluated with a view to the risks encountered by a business in an early stage of 
development.  The Company has not been profitable and has incurred net operating losses during its 
recent operating history.  The Company cannot guarantee it will ever be profitable, have a positive cash 
flow, or be able to continue in business. 
 

Potential Conflicts of Interest  
 

Certain directors or officers of the Company are also directors, officers, shareholders and/or Promoters 
of other reporting and non-reporting issuers. Such associations may give rise to conflicts of interest from 
time to time. The directors and officers of the Company are required by law to act honestly and in good 
faith with a view to the best interests of the Company and to disclose any interest which they may have 
in any project or opportunity of the Company. If a conflict of interest arises at a meeting of the Board of 
Directors, any director in a conflict will disclose his interest and abstain from voting on such matter. 
Conflicts of interest, if any, will be subject to, and will be resolved in accordance with, the procedures and 
remedies under the BCBCA.  

 
Reliance on Others and Key Personnel  
 

The success of the Company will be largely dependent upon the performance of its management and key 
employees, as well as the talents of its outside consultants and suppliers. The Company may not have 
any “key man” insurance policies, and therefore there is a risk that the death or departure of any one or 
more members of management or any key employee could have a material adverse effect on the 
Company. The Company also faces intense competition for qualified personnel and there can be no 
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assurance that the Company will be able to attract and retain the employees, personnel and/or 
consultants necessary to successfully carry out its activities. 
 

Litigation 
 

All industries are subject to legal claims, with and without merit. Defense and settlement costs can be 
substantial, even with respect to claims that have no merit. Due to the inherent uncertainty of the 
litigation process, there can be no assurance that the resolution of any particular legal proceeding will 
not have a material effect on the Company’s operations and financial position. 
 

Dividends  
 

To date, the Company has not paid any dividends on its outstanding securities and the Company does not 
expect to do so in the foreseeable future. Any decision to pay dividends on Company’s shares will be 
made by the Board of Directors. 
 

Changes in Laws  
 

Changes to any of the laws, rules, regulations or policies to which the Company is subject could have a 
significant impact on the Company’s business. There can be no assurance that the Company will be able 
to comply with any future laws, rules, regulations and policies. Failure by the Company to comply with 
applicable laws, rules, regulations and policies may subject it to civil or regulatory proceedings, including 
fines or injunctions, which may have a material adverse effect on the Company’s business, financial 
condition, liquidity and results of operations. In addition, compliance with any future laws, rules, 
regulations and policies could negatively impact the Company’s profitability and have a material adverse 
effect on its business, financial condition, liquidity and results of operations. 
 

Speculative investment 
 
An investment in the Company’s common shares is highly speculative and subject to a number of risks 
and uncertainties. Only those persons who can bear the risk of the entire loss of their investment should 
participate. An investor should carefully consider the risks described above and the other information 
filed with the Canadian securities regulators before investing in the Company’s common shares. The risks 
described are not the only ones faced. Additional risks that the Company currently believes are 
immaterial may become important factors that affect the Company’s business. If any of these risks occur, 
or if others occur, the Company’s business, operating results and financial condition could be seriously 
harmed and investors may lose all of their investment. 


