QUANTUM INTERNATIONAL INCOME CORP
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR THE THREE AND NINE MONTHS ENDED NOVEMBER 30, 2017
GENERAL
The following Management Discussion and Analysis (“MD&A”) should be read in conjunction with the
consolidated financial statements (the “Financial Statements”) and the notes contained therein of Quantum
International Income Corp (the “Company” or “Quantum”) for the three and nine months ended November
30, 2017.
The unaudited condensed interim consolidated financial statements are prepared by management and
reported in U.S. dollars, in accordance with International Accounting Standard "IAS" 34, "Interim
Financial Reporting" as issued by the International Accounting Standards Board (“IASB”). The unaudited
condensed interim consolidated financial statements do not include all of the information required for full
annual financial statements and should be read in conjunction with the Company's 2017 audited
consolidated financial statements and the notes thereto, and the 2017 MD&A filed with Canadian
regulatory agencies. The documents are available at www.sedar.com.
This MD&A was prepared effective January 29, 2018.
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FORWARD LOOKING INFORMATION
Certain statements contained in this MD&A constitute forward-looking statements and forward-looking
information (collectively, "Forward-Looking Statements") and Quantum cautions investors about important
factors that could cause Quantum's actual results to differ materially from those expressed, implied or
projected in any Forward-Looking Statements included in this MD&A. Any statements that express, or
involve discussions as to, expectations, beliefs, plans, objectives, assumptions or future events or
performance (often, but not always, through the use of words or phrases such as "will likely result", "are
expected to", "expects", "will continue", "is anticipated", "anticipates", "may", "could", "believes",
"estimates", "intends", "plans", "forecast", "projection" and "outlook") are not historical facts and may be
Forward-Looking Statements that involve projections, estimates, assumptions, known and unknown risks
and uncertainties which could cause actual results or outcomes to differ materially from those expressed in
such Forward-Looking Statements or otherwise materially inaccurate. No assurance can be given that these
expectations or assumptions will prove to be correct and such Forward-Looking Statements included in this
MD&A should not be unduly relied upon. These Forward-Looking Statements speak only as of
management's beliefs and expectations as of the date of this MD&A. In addition, this MD&A may contain
Forward-Looking Statements drawn from or attributed to third party sources. Accordingly, any such
statements are qualified in their entirety by reference to the information discussed throughout this MD&A.
In particular, this MD&A contains Forward-Looking Statements regarding anticipated future financial,
structural, growth and operating performance of Quantum, including as it pertains to the operations detailed
in this MD&A and the deployment of capital into new acquisitions.
Actual results may differ materially due to a number of risks and uncertainties faced by Quantum, including,
but not limited to: general economic and business conditions; global financial conditions; the failure of
Quantum to identify future acquisition targets; third parties honouring their contractual obligations with
Quantum and its subsidiaries; relationships with operating and/or joint venture partners; inaccuracy,
incompleteness or omissions in any of the financial and other information upon which management bases
its analysis of potential acquisitions; the failure to realize the anticipated benefits of Quantum's current and
future acquisitions; factors relating to the healthcare industry, including reliance on third-party payors for
revenue; licensing, certification and accreditation risk; healthcare regulatory requirements; dependence on
physician relationships; litigation, professional liability claims; insurance coverage limitations and
uninsured risks; dependence on key personnel at the Quantum and operations level; competition from other
healthcare providers; factors relating to the media content generation and distribution industry, including
ability to deliver services in a timely manner; changes in technology, consumer markets or demand for
media services; changes in federal, provincial and foreign content laws and regulations; dependence on
third party content producers; competition for, among other things, capital, equipment and skilled
personnel; the inability to generate sufficient cash flow from operations to meet future obligations; the
inability to obtain required debt and/or equity financing for future acquisitions on suitable terms;
competition for acquisition targets; seasonality and fluctuations in results; and limited diversification of
Quantum's business industries, structures and operations.
Quantum cautions that the list and description of Forward-Looking Statements, risks, assumptions and
uncertainties set out above is not exhaustive. Quantum will update the Forward-Looking Statements as
required by securities law. All Forward-Looking Statements contained in this MD&A are qualified by these
cautionary statements.
Unless otherwise specified in this MD&A, information contained in this MD&A is current as of the date of
this MD&A. Unless otherwise specified, all dollar amounts herein refer to U.S. dollars. Additional
information on these and other factors that could affect the operations or financial results of Quantum and
its subsidiaries are included in disclosure documents filed by Quantum with the securities regulatory
authorities, available under Quantum's profile on SEDAR at www.sedar.com.
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BUSINESS OVERVIEW
Quantum International Income Corp (“Quantum” or the “Company”) seeks opportunities to acquire and
grow businesses in order to generate stable distributions for its shareholders, along with capital
appreciation. The Company seeks to acquire operating businesses with a proven track record, an
opportunity for growth and whose management wishes to continue to operate the business going forward.
The Company’s investment approach is to grow through the acquisition of “platform” businesses that are
consistent with its business strategy and acquisition criteria and then to continue to build revenues and
earnings within these businesses. Potential acquisition targets are private or public companies in a variety
of industries. Acquisition of all or a majority of the ownership of each such business is preferred. Value
will be created by seeking out high growth, high margin opportunities where the acquired businesses can
maintain and develop the deep knowledge, expertise and understanding of their customers’ needs required
to deliver superior service and command higher pricing and margins than the competition.

RECENT DEVELOPMENTS
Share consolidation
•

On March 17, 2017, the original articles of incorporation for the Company were amended to
include the approved share consolidation terms. Each common share holder will receive one postconsolidation share for every three pre-consolidation shares held.

Stock option grant
•

On May 4, 2017, the company announced a grant of stock options pursuant to the stock option
plan of the Corporation, whereby the Company has granted a total of 2,432,709 stock options to
officers, directors and consultants of the Corporation. Each of the stock options granted entitles
the holder to purchase one common share of the Corporation at a price of $0.15375 until May 4,
2022.

•

On July 12, 2017, the company announced that the board of directors of the Company appointed
Chad Williams as a director. The Company further announced a grant of stock options pursuant to
the stock option plan, whereby the Company granted a total of 3,916,526 stock options to certain
officers, directors, and employees of the Company. Each of the stock options granted entitles the
holder to purchase one common share of the Company at a price of $0.3525 until July 12, 2022.

•

On November 14, 2017, the company announced a grant of stock options pursuant to the stock
option plan of the Corporation, whereby the Company has granted a total of 2,695,979 stock
options to officers and employees of the Corporation. Each of the stock options granted entitles
the holder to purchase one common share of the Corporation at a price of $0.5025 until
November 14, 2022.

Acquisitions completed in the Georgia gaming market
•

On May 18, 2017, Lucky Bucks, LLC, a company controlled by the Company, acquired certain
operating assets of Triple 7s Amusement LLC (“Triple 7s”) and Lucky Star Amusement, Inc.
(“Lucky Star”).
The respective purchase price was $4,200,000 in respect of the Triple 7s assets and $1,620,000 in
respect of the Lucky Star assets. $4,000,000 of the Triple 7s purchase price was paid on the
closing of the acquisitions, with the remaining $200,000 payable to Triple 7s upon the satisfaction
of certain post-closing obligations. These post-closing obligations were satisfied and the amount
was paid on May 31, 2017. The total Lucky Star purchase price was paid on closing. In addition
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to the foregoing cash payments, an additional one-time payment is payable to each of the seller
following the closing date if, within six months of the closing date, revenue is generated by assets
acquired from the sellers that were not generating revenue as of the closing date. As at November
30, 2017, the company estimates that the contingent consideration pertaining to these acquisitions
is $Nil.
These acquisitions were financed by a $9,200,000 term-loan with an affiliate of Trive Capital.
The financing was provided by Trive Capital pursuant to the financing agreement dated October
21, 2016 to which both the Company and the Trive Capital are parties. In connection to the
financing, the Company and Trive Capital amended and restated the financing agreement dated
May 17, 2017.
In connection with the acquisition financing, the Company issued Trive Capital warrants to
purchase 418,600 common shares of the Company at an exercise price of $0.3068 per common
share until November 17, 2019. The Company also paid World Equity Group, Inc. ("WEG")
$368,000 as consideration for the services provided by WEG in connection with the Company
receiving the acquisition financing.
•

On June 30, 2017 Lucky Bucks, LLC, a company controlled by the Company, acquired certain
operating assets of American Amusement LLC (“AA”) and AM/PM Management, Inc.
(“AMPM”).
The respective purchase price was $4,000,000 in respect of the AA assets and $11,923,599 in
respect of the AMPM assets. The total AA purchase price and total AMPM purchase price was
paid on the closing date of the acquisition.
These acquisitions were financed by a $17,100,000 term-loan with an affiliate of Trive Capital.
The financing was provided by Trive Capital pursuant to the financing agreement dated October
21, 2016 to which both the Company and Trive Capital are parties. In connection to the financing,
the Company and Trive Capital amended and restated the financing agreement dated June 30,
2017.
In connection with the acquisition financing, the Company issued Trive Capital warrants to
purchase 778,050 common shares of the Company at an exercise price of $0.3828 per common
share until December 30, 2019. The Company also paid World Equity Group, Inc. ("WEG")
$639,000 as consideration for the services provided by WEG in connection with the Company
receiving the acquisition financing.

•

On October 6, 2017 Lucky Bucks, LLC, a company controlled by the Company, acquired certain
operating assets of Fun Games Inc (“Fun Games”). The respective purchase price was $5,650,000
and was fully paid on the closing of the transaction.
The acquisition was financed by a $5,650,000 term-loan with an affiliate of Trive Capital. The
financing was provided by Trive Capital pursuant to the financing agreement dated October 21,
2016 to which both the Company and Trive Capital are parties. In connection to the financing, the
Company and Trive Capital amended and restated the financing agreement dated October 6, 2017.
In connection with the acquisition financing, the Company issued Trive Capital warrants to
purchase 257,075 common shares of the Company at an exercise price of $0.65 per common share
until April 6, 2020. The Company also paid World Equity Group, Inc. ("WEG") $169,500 as
consideration for the services provided by WEG in connection with the Company receiving the
acquisition financing.
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•

On October 10, 2017, the Company announced that it will not be proceeding to close the transaction
that Lucky Bucks, LLC, a company controlled by the Company, entered into a letter agreement
with on March 9, 2017 for the foreseeable future.

•

On November 27, 2017, Lucky Bucks, LLC, a company controlled by the Company, acquired
certain operating assets of FarEast Amusement Games, LLC, ("FarEast") and WildHorse
Amusement Company L.L.C. ("WildHorse").
The purchase price of FarEast assets was $3,190,006, from which $2,772,679 was paid on closing
of the transaction. The remaining $417,327 is payable to FarEast upon the satisfaction of certain
post-closing obligations.
The purchase price of WildHorse assets was $2,229,915, from which $1,929,947 was paid on
closing of the transaction. The remaining $299,968 is payable to WildHorse upon the satisfaction
of certain post-closing obligations. These post-closing obligations were satisfied and the remaining
amount was paid on January 10, 2018.
These acquisitions were financed by a $6,450,000 term-loan with an affiliate of Trive Capital.
The financing was provided by Trive Capital pursuant to the financing agreement dated October
21, 2016 to which both the Company and Trive Capital are parties. In connection to the financing,
the Company and Trive Capital amended and restated the financing agreement dated June 30,
2017.
In connection with the acquisition financing, the Company issued Trive Capital warrants to
purchase 293,475 common shares of the Company at an exercise price of $1.041 per common
share until May 27, 2020. The Company also paid World Equity Group, Inc. ("WEG") $193,500
as consideration for the services provided by WEG in connection with the Company receiving the
acquisition financing.

Non-brokered private placement
•

On May 29, 2017, the Company completed a non-brokered private placement of 3,529,404 units
of the Company at a price of CAD$0.17 per unit for aggregate gross proceeds of $600,000.
Each unit is comprised of one common share of the Company and one common share purchase
warrant, with each warrant entitling the holder thereof to initially purchase one common share of
the Company at a price of $0.215 per warrant share at any time on or prior to May 29, 2020.

Advisory services agreement
•

Quantum Gaming Corp. (the "Company"), James Boyden and Southern Gaming Consultants Inc.
(the "Consultant") on June 27, 2017 formalized an advisory services agreement which is effective
October 21, 2016 (the "Advisory Agreement").
Pursuant to the terms of the Advisory Agreement, the Company will pay the Consultant a monthly
fee of US $14,000 to perform certain advisory services to the Company relating to, among other
things, sourcing, negotiating and consummating potential transactions, mergers and acquisitions,
the provision of required organizational change management assistance and serving as the
representative of the Company or an affiliate thereof in licensing and regulatory capacities.
The Advisory Agreement also contains a cash performance component pursuant to which the
Consultant can receive a cash award each time the Company makes a cash distribution to its
shareholders by way of a dividend or return of capital (excluding the repayment of debt) once the
cumulative aggregate net distribution amounts of all equity distributions to the shareholders of the
Company equal a 10% or greater internal rate of return ("IRR") to the shareholders of the
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Company. The cash award amount is based on the excess of the cumulative net distributions
amounts to shareholders over the amounts required to achieve such 10% IRR. Additional amounts
equal to 5% of the cumulative aggregate net distribution amounts of all equity distributions to the
shareholders of the Company are payable by the Company in excess of the amount required to
achieve an IRR of 15 %, 25 % and 35% respectively.
In addition, a cash payment shall be payable by the Company to the Consultant in the event of a
liquidation event, which includes: (i) a share sale which amounts to a change of control of the
Company or Quantum International Income Corp.; (ii) a sale of all or substantially all of the assets
of the Company or Quantum International Income Corp.; or (iii) an initial public offering of the
Company and the amounts which the Consultant can receive on a liquidation event are similar to
those set out above.
A termination payment is payable to the Consultant by the Company if: (i) the Advisory Agreement
is terminated in certain circumstances; (ii) if James Boyden dies or is disabled; or (iii) the
Consultant exercises its right to terminate the Agreement and requires the Company to pay a
termination payment or the Company exercises its right to terminate the agreement after October
22, 2018 and make a termination payment. In these situations, if the aggregate net distribution
amounts of all equity distributions paid to the Company's shareholders equals a 10% or greater IRR
to the shareholders of the Company, an amount equal to 10% of the aggregate net distribution
amount for such period in excess of the amount required to achieve a 10% IRR shall be paid by the
Company to Consultant. Additional amounts are payable by the Company when the aggregate net
distribution amounts of all equity distributions to the shareholders of the Company hit certain
thresholds. If the aggregate net distribution amount of all equity distributions paid by the Company
equals a 15%, 25% and 35% IRR, or greater, an amount equal to 15%, 20 % and 25%, respectively,
of the aggregate net distribution amount for such period in excess of the amount required to achieve
a 15%, 25% and 35% IRR, as the case may be, shall be paid by the Company to Consultant. No
termination payment is payable if the Consultant consummates a change of control transaction or
if there is a fundamental breach by the Consultant which includes matters such as if the Consultant
were to engage in acts of dishonesty such as fraud, serious misconduct or is in material breach of
the standard of care set out in the Advisory Agreement.
Appointment of Chairman of the Board of Directors
•

On October 19, 2017, the Company announced that Chad Williams has been appointed as Chairman
of the Board of Directors of Quantum, effective immediately.
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FINANCIAL REVIEW
INCOME STATEMENT
Three months ended
November 30, November 30,
2017
2016

Revenue
COAM Revenue
Location costs
Revenue after location costs
Operating and other expenses
Fair value loss on derivative liabilities
Amortization of property, equipment and
intangible assets
General and administrative expenses
Finance costs
Gain on settlement of accounts payable and
loan payable
Gain (loss) on foreign exchange
LOSS FROM CONTINUING
OPERATIONS BEFORE TAXES
Income tax expense
NET LOSS FROM CONTINUING
OPERATIONS
Gain from discontinued operations
NET LOSS
Attributable to:
Owners
Non-controlling interest
NET LOSS AND COMPREHENSIVE
LOSS
Attributable to:
Owners
Non-controlling interest

Gain (loss) per Share
From continuing operations – basic and diluted
From discontinued operations – basic
From discontinued operations – diluted

Nine months ended
November 30, November 30,
2017
2016

$

$
(Restated)

$

$
(Restated)

14,172,534
(7,086,267)
7,086,267

3,028,978
(1,514,489)
1,514,489

35,087,184
(17,543,592)
17,543,592

3,028,978
(1,514,489)
1,514,489

(273,201)

-

(474,668)

-

(2,133,187)
(3,498,147)
(2,289,379)
297,069

(317,210)
(3,235,765)
(359,910)
-

(4,644,797)
(9,024,155)
(5,297,700)
309,678

(319,414)
(5,107,670)
(423,039)
-

4,651
(7,892,194)

(3,912,885)

(32,983)
(19,164,625)

(20,318)
(5,870,441)

(805,927)

(2,398,396)

(1,621,033)

(4,355,952)

-

-

-

-

(805,927)
(805,927)

(2,398,396)
653,678
(1,744,718)

(1,621,033)
(1,621,033)

(4,355,952)
71,216
(4,284,736)

(1,885,415)
1,079,488
(805,927)

(2,300,503)
555,785
(1,744,718)

(5,321,551)
3,700,518
(1,621,033)

(4,840,521)
555,785
(4,284,736)

(805,927)

(1,744,718)

(1,621,033)

(4,284,736)

(1,885,415)
1,079,488
(805,927)

(2,300,503)
555,785
(1,744,718)

(5,321,551)
3,700,518
(1,621,033)

(4,840,521)
555,785
(4,284,736)

(0.027)
-

(0.055)
0.016
0.014

(0.081)
-

(0.155)
0.002
0.002
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Revenue
During the three and nine months period ended November 30, 2017, the Company earned revenue from
operations of $14,172,534 and $35,087,184 (November 30, 2016 – $3,028,978 and $3,028,978). Revenue
generated was attributable to Lucky Bucks, LLC, an entity that Quantum acquired a controlling interest in
on October 21, 2016.
General & administrative expenses
Components of general and administrative expenses:
Nine months ended

Three months ended

November 30, 2017 November 30, 2016 November 30, 2017 November 30, 2016
(Restated)

(Restated)

$

$

$

$

1,452,889

2,679,868
45,000

3,927,293

3,932,362
6,000

5,610

12,746

65,532

75,143

Salaries and benefits

356,722

112,274

959,805

135,496

Administrative fees

308,074

98,638

916,934

249,181

1,374,852

287,239

3,154,591

709,488

Professional and advisory fees
Bad debt expense

-

Regulatory and filing fees

Stock based compensation
$

3,498,147 $

3,235,765 $

-

9,024,155 $

5,107,670

The increase in general and administrative expenses compared to the comparative three and nine months
ended November 30, 2017 is primarily attributable to stock based compensation, salaries and benefits and
administrative fees.
Finance costs
The Company incurred finance costs of $2,289,379 and $5,297,700 for the three and nine months ended
November 30, 2017 and $359,910 and $423,039 for three and nine months ended November 30, 2016. The
increase in finance costs is due to the interest paid on the loan from Trive Capital and the amortization of
the transaction costs relating to the term loan.
Net Loss
As a result of the foregoing factors, the net loss for the three and nine months ended November 30, 2017
was $805,927 and $1,621,033 and $1,744,718 and $4,284,736 for the three and nine months ended
November 30, 2016.
Net income attributable to non-controlling interest for the three and nine months ended November 30, 2017
was ($1,079,488) and ($3,700,518) and ($555,785) and ($555,785) for the three and nine months ended
November 30, 2016.
Net Comprehensive Loss
Net comprehensive loss for the three and nine months ended November 31, 2017 was $805,927 and
$1,621,033 and $1,744,718 and $4,284,736 for the three and nine months ended November 30, 2016. Net
comprehensive loss that is attributable to non-controlling interest for the three and nine months ended
November 30, 2017 was ($1,079,488) and ($3,700,518) and ($555,785) and ($555,785) for the three and
nine months ended November 30, 2016, respectively.
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CASH FLOW
Nine months ended
November 30,
November 30,
2017
2016
$
$

CASH FLOW FROM (USED IN)

Operating activities
Investing activities
Financing activities
Increase (decrease) in cash and cash equivalents

3,949,579
(34,157,261)
30,076,828

(1,693,570)
(10,715,011)
13,476,324

(130,854)

1,067,743

Cash flows from operating activities during the nine months ended November 30, 2017 is positive primarily
due to the revenue generated from Lucky Bucks, LLC.
Cash flows used in investing activities consists of $32,233,024 of cash paid for the acquisitions completed
in the Georgia gaming market (refer to recent development section for more detail). As well, the Company
spent $1,854,237 on the acquisition of property and equipment for Lucky Bucks, LLC.
Cash flows from financing activities include advances from long-term debt, proceeds from private
placement, proceeds from warrants exercised and proceeds from options exercised.

LIQUIDITY AND CAPITAL RESOURCES
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they become
due. The Company actively manages its liquidity through cash and equity management strategies. Such
strategies include continuously monitoring forecasted and actual cash flows from operating, financing and
investing activities, seeking to obtain financing through its existing shareholder and related companies.
The Company’s cash flow is generated from the distributions received from its interest in Lucky Bucks,
LLC. The Company monitors cash on a regular basis and reviews expenses and overhead to ensure costs
and commitments are being paid in a timely manner. Management has worked with and negotiated with
vendors to ensure payment arrangements are satisfactory to all parties and that monthly cash commitments
are managed within the Company’s operating cash flow capabilities.
Management’s goal is to maintain financial flexibility in order to preserve its ability to meet financial
obligations, including debt servicing payments and ultimately dividend payments to shareholders in the
future. Management consistently monitors its subsidiaries debt covenants and management attempts to
deploy capital to provide an appropriate investment return to its shareholders.
Capital Management
The Company manages and adjusts its capital structure based on available funds in order to support its
operations and acquisitions. The capital of the Company consists of share capital, warrants and long-term
debt. The Board of Directors does not establish quantitative return on capital criteria for management, but
rather relies on the expertise of the Company's management to sustain future development of the business.
As the Company continues to assess and seek to acquire an interest in additional businesses, the Company
may continue to rely on capital markets to support continued growth. Management reviews its capital
management approach on an ongoing basis and believes that this approach, given the relative size of the
Company, is reasonable.
The Company monitors its capital structure and must comply with certain financial covenants related
to its long-term debt. The Company intends to manage its capital by operating at a level that provides a
conservative margin compared to the limits of its covenants. For the period from March 1, 2017 to
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November 30, 2017, the Company was in compliance with the financial covenants related to its senior
secured first lien term loan.

SELECT QUARTERLY INFORMATION (UNAUDITED)
Quarter
Ended
February 29,
2016
$

Net Income (loss)
from continuing
operations
Basic loss per
share

(66,873)

Quarter
Ended
May 31,
2016
$

Quarter
Ended
August 31,
2016

Quarter
Ended
November
30, 2016

(954,636) (1,587,662) (1,761,155)

Quarter
Ended
February 28,
2017

Quarter
Ended
May 31,
2017

Quarter
Ended
August 31,
2017

Quarter
Ended
November
30, 2017

1,187,814

(421,922)

(393,184)

(805,927)

(0.00)

(0.01)

(0.02)

(0.02)

0.02

(0.03)

(0.025)

(0.027)

2,841,392

3,124,530

3,418,451

20,624,539

33,392,618

40,735,186

56,144,072

65,656,445

Total long term
liabilities

Nil

17,461

11,752

11,116,805

8,925,101

17,383,198

34,238,818

46,109,213

Dividends

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Nil

Total assets

SEGMENTED INFORMATION
Management has identified the following reportable business segments. Each of these reporting segments
are managed separately and their results are based on internal management information that is regularly
reviewed by the chief operating decision maker.
The Company’s reportable business segments are:
-

Multiple Media Entertainment Inc. (“MME”) – divested on October 17, 2016 *
Centers for Special Surgery, LLC (“CSS”) – divested on February 28, 2017 *
Other, including head office expenses and office of the CEO (“Quantum”)
Lucky Bucks, LLC ("LB") - acquired in fiscal year 2017
*

This disclosure is included for the comparative period of the three and nine months ended
November 30, 2016.

Assets of LB are held in the USA, all other assets owned at period end are held in Canada.
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Three Months Ended November 30, 2017
Quantum
LB
Total
$
$
$
Gaming revenue
Location costs
Operating expenses
Net gain (loss) from operations
Interest and finance charges
Gain on settlement of accounts payable
Warrant fair value adjustment
Gain on foreign exchange
Net gain (loss) from continuing operations
Total assets
Total liabilities

(2,043,399)
(2,043,399)
12,834
297,069
(273,202)
4,651
(2,002,047)
1,025,248
4,019,394

(2,176,450)
(2,176,450)
(120,766)
(2,297,216)
856,993
7,235,482

14,172,534
(7,086,267)
(5,631,334)
1,454,933
(2,289,378)
297,069
(273,202)
4,651
(805,927)
65,656,445
51,417,145

Three Months Ended November 30, 2016
LB
CSS
MME
Total
$
$
$
$

Quantum
$
Gaming revenue
Location costs
Operating expenses
Net gain (loss) from operations
Interest and finance charges
Net loss from continuing operations
Gain (loss) from discontinued operations
Total assets
Total liabilities

14,172,534
(7,086,267)
(3,587,935)
3,498,332
(2,302,212)
1,196,120
64,631,197
47,397,751

3,028,978
(1,514,489)
(1,376,528)
137,961
(239,141)
(101,180)
16,161,002
11,876,179

384,530
3,606,544
1,302,195

269,148
-

3,028,978
(1,514,489)
(3,552,978)
(2,038,489)
(359,907)
(2,398,396)
653,678
20,624,539
20,413,856

Nine Months Ended November 30, 2017
Quantum
LB
Total
$
$
$
Gaming revenue
Location costs
Operating expenses
Net gain (loss) from operations
Interest and finance charges
Warrant fair value adjustment
Gain on settlement of accounts payable
Loss on foreign exchange
Net gain (loss) from continuing operations
Total assets
Total liabilities

35,087,184
(17,543,592)
(6,148,070) (7,520,882)
(6,148,070) 10,022,710
(23,977) (5,273,723)
(474,668)
309,678
(32,983)
(6,370,020)
4,748,987
1,025,248
64,631,197
4,019,394
47,397,751
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35,087,184
(17,543,592)
(13,668,952)
3,874,640
(5,297,700)
(474,668)
309,678
(32,983)
(1,621,033)
65,656,445
51,417,145

Nine Months Ended November 30, 2016
LB
CSS
MME
Total
$
$
$
$

Quantum
$
Gaming revenue
Location costs
Operating expenses
Net gain (loss) from operations
Interest and finance charges
Loss on foreign exchange
Net loss from continuing operations
Gain (loss) from discontinued operations
Total assets
Total liabilities

(4,050,556)
(4,050,556)
(183,898)
(20,318)
(4,254,772)
856,993
7,235,482

3,028,978
(1,514,489)
(1,376,528)
137,961
(239,141)
(101,180)
16,161,002
11,876,179

-

-

(193,373)
3,606,544
1,302,195

264,589
-

3,028,978
(1,514,489)
(5,427,084)
(3,912,595)
(423,039)
(20,318)
(4,355,952)
71,216
20,624,539
20,413,856

RELATED PARTY TRANSACTIONS
Key management personnel of the Company include the Chief Executive Officer, the President, Chief
Financial Officer and all members of the Board of Directors.
Key management personnel compensation:
Three months ended

Management fees paid to corporations
controlled by officers
Salaries and short term benefits
Director fees
Share based compensation
Consulting fees included in
professional and advisory fees

Nine months ended

November
30, 2017
$

November
30, 2016
$

November November
30, 2017
30, 2016
$
$

60,000
12,000
1,374,852

5,000
255,490

180,000
36,000
3,154,591

(27,171)
15,000
677,738

510,339

327,967

2,086,870

514,922

During the three and nine month period ended November 30, 2017, the Company incurred consulting fees
and reimbursed expenses to a corporation controlled by a director and officer of the Company. These
services were incurred in the normal course of operations. As at November 30, 2017, $112,623 was owed
relating to these consulting fees (February 28, 2017 – $226,000).
During the three and nine month period ended November 30, 2017, the Company incurred no consulting
fees from an accounting firm which carried out duties of the CFO prior to October 31, 2016. These services
were incurred in the normal course of operations for general accounting and financial reporting matters. As
at November 30, 2017, $266,595 was owed relating to these consulting fees (February 28, 2017 –
$254,939).
During the three and nine month period ended November 30, 2017, the Company incurred consulting fees
from an accounting firm of which carried out duties of the CFO. These services were incurred in the normal
course of operations for general accounting and financial reporting matters. All services were made on
terms equivalent to those that prevail with arm’s length transactions. As at November 30, 2017, $1,430 was
owed relating to these consulting fees (February 28, 2017 – $8,529).
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During the three and nine month period ended November 30, 2017, the Company paid rent of $47,995 and
$118,049 (November 30, 2016 - $33,636 and $98,805) to a corporation controlled by a director and officer
of the Company.
During the period ended November 30, 2016, the Company settled a debt owing to the prior CEO for
$7,484. The original debt was $34,655 and the gain on settling the debt is recorded in management fees
paid to corporations controlled by officers of the Company.
During the period ended November 30, 2017, total distributions declared by Lucky Bucks Holdco, LLC to
its 49% shareholder totaled $4,984,305. The distributions that were paid were $5,023,434 and the excess
balance of $39,129 is recorded as due from related party. The amount is non-interest bearing, unsecured
and due on demand.
As at November 30, 2017, $57,853 is due from the CEO of Lucky Bucks, LLC and 49% shareholder of
Lucky Bucks Holdco, LLC. As at November 30, 2017, $27,500 is due from a company controlled by the
CEO of Lucky Bucks, LLC and 49% shareholder of Lucky Bucks Holdco, LLC. All amounts due from
related parties are non-interest bearing, unsecured and due on demand.
As at November 30, 2017, $9,598 is due from a director of the Company. All amounts due from related
parties are non-interest bearing, unsecured and due on demand.

SUBSEQUENT EVENTS
On December 15, 2017, Lucky Bucks, LLC, a company controlled by the Company, acquired certain
operating assets from two digital skill based gaming terminal operators based in Georgia, USA. The
combined purchase price was $4,350,000 in respect of the gaming contracts acquired.
The acquisition was financed by a $4,600,000 term-loan with an affiliate of Trive Capital. The financing
was provided by Trive Capital pursuant to the financing agreement dated October 21, 2016 to which both
the Company and Trive Capital are parties. In connection to the financing, the Company and lender
amended and restated the financing agreement dated December 15, 2017.
In connection with the acquisition financing, the Company issued Trive Capital warrants to purchase
209,300 common shares of the Company at an exercise price of $0.9423 per common share until June 15,
2020. The Company also paid World Equity Group, Inc. ("WEG") $138,000 as consideration for the
services provided by WEG in connection with the Company receiving the acquisition financing.
The initial accounting for these acquisitions is incomplete. Accordingly, a summary of the purchase
consideration and the allocation of the fair value of the assets acquired and liabilities assumed have not
been disclosed.

OUTSTANDING SHARE DATA
Common shares
outstanding
Warrants outstanding
Share options
outstanding
Total

February 28, 2017

November 30, 2017

January 29, 2017

60,669,629
2,740,160

70,321,206
5,776,604

70,321,206
5,985,904

3,497,907
66,907,696

7,032,105
83,129,915

7,032,105
83,339,215
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Warrants
•

On December 15, 2017, pursuant to the Amended and Restated Financing Agreement, Quantum
International Income Corp. issued Trive Capital warrants to purchase 209,300 common shares of
Quantum International Income Corp.

Issue Date
December 15, 2017

Number of Warrants
209,300

Exercise Price ($C)
$0.9423

Expires
June 15, 2020

RISK FACTORS
Risks related to the businesses and industries of the Company
General economic conditions
The Company’s operating subsidiary operates in the digital skilled-based gaming space in Georgia. The
profitability of the Company is therefore dependent on favorable economic conditions to prevail in both
countries for its successful operations. Decrease of employment rates in the U.S. could significantly impact
potential patient population and thus can negatively impact our business.
Business risks related to operating in the digital skilled-based gaming space
The Company is subject to general business risks inherent in the operation of digital skilled-based gaming
terminal locations, notably contract renewal risk, changes in regulation, competition from other operators,
capital expenditure requirements, etc. Moreover, there is no assurance that the performance expected to be
achieved at Lucky Bucks will be achieved. Any one of, or a combination of, these factors may adversely
affect our business, results of operations and financial condition.
Fluctuations in revenues and payor mix
The Company’s digital skill-based gaming terminal business is not significantly affected by variability of
payments from third-party payors. The revenue cycle is highly regulated by the Georgia Lottery
Corporation and the Company can monitor its weekly cash receipts to the Georgia COAM portal.
Key personnel
The Company’s success is largely dependent upon retaining key personnel engaged in the digital skilledbased gaming terminal business. An inability to retain key employees may adversely affect our business,
results of operations and financial condition.
Our success also depends on the efforts and abilities of our management, as well as our ability to attract
additional qualified personnel to manage operations and future growth. Also, we maintain a key employee
life insurance policy on the CEO of Quantum International Income Corp. and are currently assessing the
need for additional insurance on other key management personnel or partners. The loss of a member of
management, other key employee or partners could have an adverse effect on our business, operating results
and financial condition.
Regulatory risks
Lucky Bucks operation in the U.S. is subject to state rules and regulations as monitored by the Georgia
Lottery Corporation. In April 2013, the Georgia Lottery Corporation statutorily assumed the regulatory
duties of compliance and enforcement of Class A and Class B Coin Operated Amusement Machines
(COAMs) in Georgia. The COAM Division of the GLC oversees these duties. Strict licensing standards,
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financial responsibilities, and connection/communication protocols are governed by GLC rules and state
law. Awareness and education are the two most important fundamentals for a COAM license holder in
today’s industry. We believe that Lucky Bucks is currently in material compliance with all applicable
licensing, financial responsibilities and connection/communication protocols. There can be no assurance
that Lucky Bucks will be able to maintain all necessary licenses or certifications in good standing or that it
will not be required to incur substantial costs in doing so. The failure to maintain all necessary licenses,
certifications and accreditations in good standing, or the expenditure of substantial funds to maintain them,
could have an adverse effect on our business, results of operations and financial condition.
Acquisition strategy and concentration risk
The Company currently owns an interest in one digital skill-based gaming business (Lucky Bucks).
Therefore, all of the risks are currently concentrated in a single business. Lucky Bucks owns terminals
installed in various locations across the state of Georgia so the risks are diversified. The Company will
continue to execute on its aggressive growth strategy through acquisitions in the Georgia digital skill-based
gaming space. Failure to identify suitable acquisition targets and negotiate attractive consideration and
acceptable financing terms may adversely affect the Company’s performance. As of January 29, 2018
Lucky Bucks closed nine acquisitions of other digital skill-based gaming businesses in Georgia.
Future growth depends on the ability to locate and secure financially attractive targets that meet the
acquisition strategy of the Company, as well as the ability of accessing funds through capital markets to
finance the transaction. Failure to identify suitable acquisition targets and negotiate attractive consideration
and acceptable financing terms my adversely affect the Company’s performance.
Any failure to successfully integrate our businesses and businesses we acquire could adversely affect our
business, and we may not realize the full benefits of the strategic acquisitions.
Our ability to realize the anticipated benefits of the strategic acquisitions will depend, to a large extent, on
our ability to successfully integrate our business and the businesses we acquire. Integrating and
coordinating certain aspects of the operations and personnel of multiple businesses and managing the
expansion in the scope of our operations and financial systems involves complex operational, technological
and personnel-related challenges. The potential difficulties, and resulting costs and delays, relating to the
integration of our business and the strategic acquisitions include:
•
•
•
•
•

the difficulty in integrating newly acquired businesses and operations in an efficient and effective
manner;
the challenges in achieving strategic objectives, cost savings and other benefits expected from
acquisitions;
the diversion of management’s attention from the day-to-day operations;
additional demands on management related to the increased size and scope of our company
following the acquisitions; and
challenges in keeping existing customers and obtaining new customers.

There is no assurance that we will successfully or cost-effectively integrate our business and the businesses
we acquire. In addition, the integration process may cause an interruption of, or loss of momentum in, the
activities of our combined business. If management is not able to effectively manage the integration process,
or if any significant business activities are interrupted as a result of the integration process, our business
could suffer and our results of operations and financial condition may be harmed. Even if the businesses
are successfully integrated, we may not realize the full benefits of the strategic acquisitions, including
anticipated synergies, cost savings or growth opportunities, within the expected timeframes or at all.
In addition, we have incurred, and may incur additional, significant integration and restructuring expenses
to realize synergies. However, many of the expenses that will be incurred are, by their nature, difficult to
estimate accurately. These expenses could, particularly in the near term, exceed the savings that we expect
15

to achieve from elimination of duplicative expenses and the realization of economies of scale and cost
savings. Although we expect that the realization of efficiencies related to the integration of the businesses
may offset incremental transaction and merger-related costs over time, we cannot give any assurance that
this net benefit will be achieved in the near term, or at all. Any of these matters could materially adversely
affect our businesses or harm our financial condition, results of operations and prospects
Our business is geographically concentrated, which subjects us to greater risks from changes in local or
regional conditions.
We currently conduct our business solely in Georgia. Due to this geographic concentration, our results of
operations and financial condition are subject to greater risks from changes in local and regional conditions,
such as:
•
•
•
•
•

changes in local or regional economic conditions and unemployment rates;
adverse weather conditions and natural disasters (including weather or road conditions that limit
access to our properties)
changes in local and state laws and regulations, including laws and regulations
a decline in the number of residents in or near, or visitors to, our locations; and
changes in the local or regional competitive environment.

As a result of the geographic concentration of our business, we face a greater risk of a negative impact on
our business, financial condition, results of operations and prospects in the event that any of the geographic
areas in which we operate is more severely impacted by any such adverse condition, as compared to other
areas in the United States.
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