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Explanatory Note
 

As previously reported in the Current Report on Form 8-K, filed by Elys Game Technology Corp (the “Company” or “Elys”) with the Securities and Exchange
Commission (“SEC”) on July 7, 2021 (the “Initial Form 8-K”), Elys entered into a Membership Purchase Agreement (the “Purchase Agreement”) with Bookmakers Company
US LLC (“USB”). As reported in the Current Report on Form 8-K, filed by the Company with the SEC on July 15, 2021 (the “July 15, 2021 Form 8-K”), the closing of the
transactions contemplated by the Purchase Agreement occurred on July 15, 2021, pursuant to which the Company acquired 100% of the members interests of USB (the
“Acquisition”).
 

This Amendment No. 1 on Form 8-K (“Amendment No. 1”) amends the July 15, 2021 Form 8-K to include financial information required under Item 9.01, which was not
previously filed with the July 15, 2021 Form 8-K and which is permitted to be filed by amendment no later than 71 calendar days after the date on which the July 15, 2021 Form
8-K was required to be filed. Except as stated in this Explanatory Note, no other information contained in the July 15, 2021 Form 8-K is changed. This Amendment No. 1
should be read in conjunction with the Initial Form 8-K and the July 15, 2021 Form 8-K, which provides a more complete description of the Acquisition.

 
Item 9.01 Financial Statements and Exhibits.
 
(a) Financial Statements of Business Acquired.
 
· The audited financial statements of Bookmakers Company US, LLC as of and for the years ended December 31, 2020 and 2019 are filed as Exhibit 99.1 to this Amendment

No. 1. The attached audited financial statements of USB have been prepared in accordance with generally accepted accounting principles in the United States of America
(“U.S. GAAP”).

· The unaudited financial statements of Bookmakers Company US, LLC as of and for the quarters ended March 31, 2021 and 2020 are filed as Exhibit 99.2 to this Amendment
No. 1. The attached unaudited financial statements of USB have been prepared in accordance with U.S. GAAP.

 
(b) Pro Forma Financial Information.
 
· The following unaudited pro forma condensed combined financial information of Elys and USB are filed as Exhibit 99.3 to this Amendment No. 1 and incorporated herein

by reference:
 

(1) Unaudited Pro forma Condensed Combined Balance Sheet as at March 31, 2021



(2) Unaudited Pro Forma Condensed Combined Statement of Operations for the Three Months Ended March 31, 2021
(3) Unaudited Pro Forma Condensed Combined Statement of Operations for the Year Ended December 31, 2020

 
(c) Exhibits.
 
   
Exhibit
No.  Description
   
23.1  Consent of BDO USA, LLP with respect to the audited financial statements of Bookmakers Company US, LLC for the years ended December 31, 2020 and 2019.
99.1  Audited financial statements of Bookmakers Company US, LLC as of and for the years ended December 31, 2020 and 2019
99.2  Unaudited financial statements of Bookmakers Company US LLC as of and for the quarters ended March 31, 2021 and 2020
99.3  Unaudited pro forma condensed combined balance sheet as at March 31, 2021 and unaudited pro forma condensed combined statements of operations for the three

months ended March 31, 2021 and for the year ended December 31, 2020 of Elys Game Technology Corp and Bookmakers Company US, LLC
 
 
 

 

 

 
SIGNATURES
 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned hereunto duly
authorized.
 
   
Dated: August 13, 2021 ELYS GAME TECHNOLOGY CORP
  

   

 By: /s/ Michele Ciavarella

 Name: Michele Ciavarella

 Title: Executive Chairman, and Interim
Chief Executive Officer

 



 

 

EXHIBIT 23.1
 

Consent of Independent Auditor
 

We hereby consent to the incorporation by reference in the Registration Statements on Form S-3 (No. 333-256815) and Form S-8 (No. 333-
232531; 333-252259) of Elys Game Technology Corp. of our report dated August 13, 2021, relating to the financial statements of Bookmakers
Company US, LLC which appears in this Form 8-K/A.  
 
/s/ BDO USA, LLP
 
Las Vegas, Nevada
August 13, 2021
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Independent Auditor’s Report
  
Victor Salerno, Member
Bookmakers Company US, LLC dba USBookmaking
Las Vegas, Nevada
 
Opinion
 
We have audited the financial statements of Bookmakers Company US, LLC dba USBookmaking (the “Company”), which comprise the balance
sheets as of December 31, 2020 and 2019, and the related statements of operations and member’s equity (deficit), and cash flows for the years
then ended, and the related notes to the financial statements.
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position of the Company as of
December 31, 2020 and 2019, and the results of its operations and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.
 
Basis for Opinion
 
We conducted our audits in accordance with auditing standards generally accepted in the United States of America (GAAS). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We
are required to be independent of the Company and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
 
Emphasis of Matter – COVID-19 and Reliance on Support
 
As discussed in Note 2 and Note 4 to the financial statements, the Company has been, and may continue to be, adversely impacted by the
outbreak of a novel strain of the coronavirus, known as COVID-19, which was declared a global pandemic by the World Health Organization in
March 2020.
 
The Company has historically been dependent on the Company's Member to fund the Company’s cash flow requirements in excess of that provided
by operations and debt financing. As described in Note 6 to the financial statements, the Company’s Member entered into a transaction to sell
the Company and the Company will be dependent on funding from the purchaser. Our opinion is not modified with respect to these matters.
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Responsibilities of Management for the Financial Statements
 
Management is responsible for the preparation and fair presentation of the financial statements in accordance with accounting principles
generally accepted in the United States of America, and for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error. In preparing
the financial statements, management is required to evaluate whether there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Company’s ability to continue as a going concern within one year after the date that the financial statements are
issued or available to be issued.
 
Auditor’s Responsibilities for the Audit of the Financial Statements
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but is
not absolute assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.
 
In performing an audit in accordance with GAAS, we:

Exercise professional judgment and maintain professional skepticism throughout the audit.
Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error, and design and perform
audit procedures responsive to those risks. Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.
Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, no
such opinion is expressed.
Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluate the overall presentation of the financial statements.
Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial doubt about the
Company’s ability to continue as a going concern for a reasonable period of time.

 
We are required to communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit, significant audit findings, and certain internal control-related matters that we identified during the audit.
 
/s/ BDO USA, LLP
 
Las Vegas, Nevada
August 13, 2021
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Bookmakers Company US, LLC dba USBookmaking
 

Balance Sheets
As of December 31, 2020 and 2019

 

  2020  2019
     
Current Assets     
  Cash $ 35,675 $ 13,783
  Accounts receivable  14,688  127,651
  Deposits and other  124,033  20,525
  174,396  161,959
     
Equipment, net  4,071  11,867
Due from commonly-controlled affiliate  90,513  83,961
 $ 268,980  $ 257,787
     
Current Liabilities     
  Accounts payable $ 132,376 $ 117,485
  Accrued expenses  49,369  49,539
  181,745  167,024
     
Long-term Debt  250,000  -
Member's equity (deficit)  (162,765)  90,763
  $ 268,980  $ 257,787
     
 See notes to financial statements.
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Bookmakers Company US, LLC dba USBookmaking
 

Statements of Operations and Member’s Equity (Deficit)
Years Ended December 31, 2020 and 2019

 
 
  2020  2019
Revenues:     
     
  Risk management $ 336,271 $ 453,665
  Consulting  -  322,381
  Other  5,235  12,499
  341,506  788,545
     
Cost and Expenses:     
  Payroll and related  624,710  663,599
  Hardware and software expenses  199,621  264,237
  General and administrative  131,278  214,400
  955,609  1,142,236
     
Operating Loss  (614,103)  (353,691)
     
Payroll protection loan forgiveness  142,100  -
Interest expense  (5,326)  -
Other income and expense  (7,795)  (13,951)
     
Net Loss $ (485,124) $ (367,642)
     
Member's equity, beginning of year $ 90,763 $ 205,543
  Capital contributions from member  231,596  252,862
  Net loss  (485,124)  (367,642)
     
Member's equity (deficit), end of year $ (162,765) $ 90,763
     
 See notes to financial statements.
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Bookmakers Company US, LLC dba USBookmaking

 

Statements of Cash Flows
Years Ended December 31, 2020 and 2019

 
  2020  2019
     
Operating Activities:     
  Net loss $ (485,124) $ (367,642)
  Adjustments to reconcile net loss to net cash    
  used in operating activities:     
    Payroll protection loan forgiveness  (142,100)  -
    Depreciation  7,796  8,760
    Loss from disposal of equipment  -  5,190
  Changes in operating assets and liabilities:     
    Accounts receivable  112,963  (76,521)
    Note receivable  -  40,520
    Deposits and other  (103,508)  (986)
    Accounts payable  14,891  107,570
    Accrued expenses  (170)  18,279
      Net cash used in operating activities  (595,252)  (264,830)
     
Investing Activities:     
 Advances to commonly controlled affiliate  (6,552)  (4,689)
      Cash used in investing activities  (6,552)  (4,689)
     
Financing Activities:     
  Proceeds from borrowings  250,000  -
  Payroll protection loan  142,100  -
  Capital contributions from member  231,596  252,862
      Net cash provided by financing activities  623,696  252,862
Net increase (decrease) in cash  21,892  (16,657)
     
Cash at the beginning of year  13,783  30,440
Cash at the end of the year $ 35,675 $ 13,783
     
Supplemental information     
  Cash paid for interest $ 3,312 $  -
     
 See notes to financial statements.
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Bookmakers Company US, LLC dba USBookmaking

 

Notes to Financial Statements
Years Ended December 31, 2020 and 2019

 
I.       Organization and Business Activities:
 
Bookmakers Company US, LLC dba USBookmaking (“USB” or the “Company”) was organized in 2016 as a single member limited liability company
in the State of Nevada. For the years presented, Victor J. Salerno was its sole member (the “Member”) (see Note 6). The Company provides
services to customers that own and operate sports wagering locations (“books”) in multiple states. The Company does not accept wagers, rather
its customers do. Using software licensed from an independent third party and the third party central computer system located in Las Vegas,
Nevada, the Company establishes the betting events and initial odds, tracks its customers betting activities by event, and manages the betting
line for each event by customer location which is unique in the industry. The Company also provides its customers with various types of training
and compliance monitoring advice. The Company receives a single all-inclusive monthly fee for these advice services based on a percentage of its
customers’ net win from betting activity.

The Company sets the odds and point spreads for wagering events such as football, basketball, baseball, and hockey games. The Company sets
odds and point spreads aiming not to reflect an event’s final result, but to attempt to maintain a “balanced book” for its customers by offering
odds or point spreads that will attract equal amounts of bets on each side of a particular event. The odds (or point spread or the “line”) for each
wager is fixed at the time the location’s wagering patron makes his or her bet, regardless of any subsequent movement in the line. Changing or
“moving” the line up or down is used to encourage wagering on a specific side or team.

To the extent that a book on a particular event is not balanced, the betting location (the Company’s customer) takes a risk on the outcome of
the event.
 
2.        Significant Accounting Policies:
 
Basis of Accounting.
 
The accompanying financial statements have been prepared on the accrual basis of accounting in accordance with accounting principles generally
accepted in the United States of America (“GAAP”).
 
The Company has elected to not adopt the option available under GAAP to measure any of its eligible financial instruments at estimated fair
value. Accordingly, the Company continues to measure all of its assets and liabilities on the historical cost basis of accounting except where fair
value accounting is required by GAAP.
 
Management has evaluated the Company’s relationship with its commonly-controlled affiliate (Note 5) and determined that it does not require
consolidation as a variable interest entity because management elected the private company accounting alternative for commonly-controlled
affiliates.
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Bookmakers Company US, LLC dba USBookmaking
 

Notes to Financial Statements (continued)
Years Ended December 31, 2020 and 2019

 
 
Concentrations and Economic Conditions, Uncertainties, Liquidity and Management’s Plans.

Because the Company provides services to customers that operate in a single leisure-time industry, realization of the Company’s receivables and
its future operations could be affected by adverse economic conditions near its customers’ locations. In addition, the Company has relatively few
customers. A significant portion of its customers’ revenues is derived from professional football events. Interruption of the professional football
season could have a significant adverse impact on future operations of its customers. The pandemic (Note 4) has also caused business disruptions
and additional future disruptions are possible.

The Company has a history of recurring losses, cash outflows from operations and negative working capital. The Company’s management has
assessed the Company’s current fee volume potential based on the uninterrupted operations of its seven customers and concluded this is
sufficient to meet the Company’s cashflow requirements when due. The Company also plans to add additional customers in 2021 (one added to
date) under existing service agreements and contracts. Historically, the Company’s Member has funded the Company’s cash flow requirements in
excess of that provided by operations and debt financing. Subsequent to execution of the Membership Purchase Agreement (Note 6), funding will
be provided by Elys Game Technology, Corp. (the “Parent”). The Parent has provided a letter of support confirming the intent and ability to
support operating, investing, and financing activities through at least August 12, 2022. The Company believes that the Parent has the intent and
ability to provide this financial support.

Accounts Receivable and Allowance for Doubtful Accounts.
 
The Company manages its concentrations of credit risk by evaluating the creditworthiness of customers and potential success of its customers’
locations before extending credit.
 
Accounts receivable are evaluated for collectability periodically (at least annually) and carried net of an appropriate allowance for doubtful
collection, at their estimated realizable value. When it is determined that a customer’s ability to pay has deteriorated before expiration of the
contract, recognition of revenue (and the related receivable) is deferred (see “Revenue” policy below). Since customer credit is generally
extended on a short-term basis, interest is not charged on outstanding balances. The Company records the provision for doubtful collection as a
charge to general and administrative expenses.
 
In establishing an allowance for doubtful accounts, none at December 31, 2020 and 2019, the Company is required to make judgments based on
historical data and future expectations regarding the collectability of the amount owed to the Company. The Company considers, among other
things, the customer’s financial condition; the relative strength of the Company’s legal position, including the related cost of any proceedings
and its relationship with the customer; the amounts on the aging schedule; historical payment information; and local and general economic
conditions.
 
Generally, accounts for which no payments have been received for three consecutive months are considered delinquent, and the customary
collection efforts are initiated. Generally, accounts for which no payments have been received for 12 months are written off, if not sooner based
on the relevant particulars of each account. The maximum losses that the Company would incur if a customer failed to pay would be limited to
the amount due after any allowances were provided.
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Bookmakers Company US, LLC dba USBookmaking
 

Notes to Financial Statements (continued)
Years Ended December 31, 2020 and 2019

 
Use of Estimates.
 
Preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect reported
amounts, which estimates may require revision in future periods. Unlike an entity that accepts bets, which the Company does not, the setting
and adjustment of betting lines on sporting events that have not yet taken place is not an estimate that affects the Company’s financial
statements.
 
Cash.
 
Cash includes cash on deposit with financial institutions that may at times exceed federally-insured limits.
 
Equipment.
 
Equipment is stated at cost ($25,920), net of accumulated depreciation ($21,849) for 2020 and cost ($25,920) net of accumulated depreciation
($14,053) for 2019, computed using the straight-line method over the estimated useful lives of the depreciable assets, generally 3 to 5 years.
Tests for possible impairment are performed when events and circumstances indicate that the assets might be impaired. An impairment loss is
recognized if the carrying amount of the asset is not recoverable from its undiscounted cash flows and is measured as the difference between the
carrying amount and the estimated fair value of the asset. There have been no impairments for the years presented.
 
Revenue Recognition.
 
The Company has adopted ASC 606, Revenue from Contracts with Customers (“ASC 606”) using the full retrospective method, which applies to all
contracts that are written, oral or implied by customary business practices.
 
Each of the Company’s contracts with its customers is an obligation to provide the customer with risk management advice. While the mix of
subjects about which the Company may provide advice and expends effort may vary over the term, the service is considered a single
performance obligation. The Company recognizes revenue from its service contracts with customers “over time” (the term of the contract). For
risk management contracts, revenue is recognized monthly when the Company has the right to invoice and receive consideration from its
customers based on a percentage of its customers’ net win from betting activity for that month. For consulting contracts, revenue is recognized
ratably over the life of the contract as the Company has the right to invoice and receive consideration for services performed.
 
When it is determined that a customer’s ability to pay has deteriorated as a result of significant changes in facts and circumstances as to the
customer’s financial condition before the term of the contract expires, recognition of revenue is deferred until the Company has no remaining
performance obligation to transfer services to the customer and all consideration promised by the customer has been received and is
nonrefundable. The Company does not bill in advance. Advance deposits (none at December 31, 2020 and 2019), if any, are recorded as deferred
revenue until services are provided to the customer. On occasion, as a convenience to a customer, the Company may purchase equipment on
behalf of the customer and is reimbursed without markup for which no revenue is recognized. The Company has no inventory risk and the
commercial supplier and manufacturer of the equipment, not the Company, warrants its fitness for the customer’s intended use. Such
arrangements are not material.
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Bookmakers Company US, LLC dba USBookmaking

 

Notes to Financial Statements (continued)
Years Ended December 31, 2020 and 2019

 
Income taxes.
 
The Company is a single member limited liability company which is considered a disregarded entity for federal income tax purposes. Its operating
activities are reported on a Schedule “C” which is included as part of the Member’s personal return. Accordingly, no provision for income taxes is
presented in these financial statements.
 
3.        Long-Term Debt:
 
As of December 31, 2020, long-term debt includes an 8% note payable to the Member of $100,000, interest payable quarterly with the balance of
the note due October 2022. This note payable was entered into on September 8, 2020.
 
Additionally, in June 2020 the Company entered into a Small Business Administration (SBA) loan of $150,000 at 3.75% that is due in equal monthly
installments of $731 beginning in June 2021, including principal and interest, through May 2050. The SBA Loan is collateralized by all of the
Company’s tangible and intangible assets.
 
As of December 31, 2020, minimum maturities of the SBA loan for the years ending December 31:
 

2021  
2022 $ 3,050 
2023 3,165 
2024 3,285 
2025 3,400 
Thereafter 137,100 

 $ 150,000 
 
As a result of the COVID-19 pandemic (Note 4), during March 2020, the Company applied for and received a “Paycheck Protection Program” (PPP)
loan from the SBA in the amount of $142,100 which the Company used for eligible payroll costs as well as related employee benefit costs, rent,
and utility expenses. The Company determined that it was eligible to participate in the PPP and concluded that at the inception of the loan, it
was probable that it will qualify for forgiveness of the full loan amount under the SBA requirements. Accordingly, the Company applied for
forgiveness of the loan in December 2020 and accounted for the forgiveness based on guidance in International Accounting Standards 20,
Accounting for Government Grants and Disclosure of Government Assistance by analogy, as a government grant related to income. Therefore,
during the year ended December 31, 2020 presented the Company recognized the entire loan amount as other income in the statements of
operations.
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Bookmakers Company US, LLC dba USBookmaking
 

Notes to Financial Statements (continued)
Years Ended December 31, 2020 and 2019

 
4.        Commitments and Contingencies:
 
Pandemic.
 

Reports of a novel coronavirus (“COVID-19”) began to surface in the final months of 2019. COVID-19 spread rapidly throughout the world, and in
March 2020, the World Health Organization characterized COVID-19 as a pandemic. COVID-19 is a respiratory disease spreading from person-to-
person that poses a serious public health risk. Federal, state, and local efforts to contain the spread of COVID-19 were undertaken across the
U.S. as states enacted shelter-in-place mandates, declared states of emergency, restricted travel, and enacted temporary closures of non-
essential businesses, including some book locations of the Company’s customers. In March 2020, the Company began to experience a decline in
service fees as a result of shelter-in-place and other restrictions and impacts associated with COVID-19, including the temporary closure of its
customers betting operations which continues through the date these financial statements were available for issuance (Note 6). Generally, the
Company’s customers’ operations have not been designated an essential business in their jurisdictions and have been and may continue to be
subject to closures in accordance with local executive orders and ordinances. In response to the COVID-19 pandemic, the Company implemented
additional health and safety measures to protect employees and its customers did the same. The Company’s customers also implemented several
business strategies to preserve revenue over the course of the pandemic. The Company’s most significant non-payroll related costs, software
fees, is substantially tied to the revenues of the Company’s customers and, accordingly, has been proportionately reduced.
 

On March 27, 2020, President Trump signed into law the Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”). The CARES Act,
among other things, includes provisions relating to refundable payroll tax credits, deferment of employer side social security payments, net
operating loss carryback periods, alternative minimum tax credit refunds, modifications to the net interest deduction limitations, increased
limitations on qualified charitable contributions, and technical corrections to tax depreciation methods for qualified improvement property.
 

The Company continues to monitor the status and effects of the pandemic and examine the impact that the CARES Act, and subsequent
amendments, may have on its business.
 
Hardware / Software Provider Arrangements.
 

The Company has arrangements with an independent software provider. The software is used by the Company to manage the events, odds, and
betting lines of its customers’ sports betting operations. The Company has entered into separate arrangements with the service provider relating
to each of the Company’s customers. The term of each arrangement is generally three years, the same as the Company’s arrangement with the
customer. Some of the Company’s contracts are fixed monthly fee arrangements. Others are based on a percentage of the Company’s revenue
from its services or a minimum amount.

The Company has a verbal agreement with the service provider that during the months the Company’s customers are temporarily closed due to
the pandemic, the service provider will not bill for services but the number of months that the location is temporarily closed will be added to
the contract term. 

Minimum monthly service fees currently total $20,500.

Also, while all of the Company’s arrangements are with a single software provider, there are several other providers that are available for
possible selection.

12
 



 
Bookmakers Company US, LLC dba USBookmaking

 

Notes to Financial Statements (continued)
Years Ended December 31, 2020 and 2019

 

5.        Other Transactions with Member:

 
The Company had other transactions involving the Member including:
 

The Company made advances to an entity 94%-owned by the Member (the “Commonly-controlled Affiliate”) and the Member has
guaranteed repayment of the amount receivable of $90,513 for 2020 and $83,961 for 2019; (see Note 6).

 
The Company shares office space in a building that is leased by the Member currently on a month-to-month basis and historically on a term
of 12 months or less. The Member charged the Company rent at the rate of $3,000 per month beginning September 2018, and no rent prior
thereto. Rent expense, included in general and administrative expenses, was $36,000 for the years ended December 31, 2019 and 2020;

 
On occasion, the spouse of the Member provides legal services for the Company. Such services and the related fees have not been material.

 
6.        Subsequent Events:
 
Management has evaluated events occurring through August 13, 2021, the date these financial statements were available for issuance, and
determined that no additional recognition or disclosure in these financial statements was necessary except as follows.
 
One of the Company’s larger customers announced plans to reopen following a temporary closure due to the pandemic.
 
On February 4, 2021, the Company received a second PPP loan from the SBA in the amount of $130,200, which the Company expects to use for
eligible payroll costs as well as related employee benefit costs, rent, and utility expenses. The Company has applied for forgiveness of the second
PPP loan and expects to receive approval in a similar manner and timeframe as the first PPP loan, which was forgiven on May 5, 2021.
 
The Company’s advances to the Commonly-controlled Affiliate were settled in March 2021.
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Bookmakers Company US, LLC dba USBookmaking
 

Notes to Financial Statements (continued)
Years Ended December 31, 2020 and 2019

 
On July 6, 2021, the Company’s Member granted Class B Non-Voting membership interests equal to 32% of its membership units to eight
individuals with an issuance date and valuation date of January 1, 2021. The original Member retained all Class A Voting interests equal to 68% of
the Company’s total membership interests.
 
On July 15, 2021, pursuant to a Membership Purchase Agreement (the “Purchase Agreement”), dated July 5, 2021, by and between Elys Game
Technology, Corp. (“Elys”), Bookmakers Company US LLC (“USB”) and the members of Bookmakers Company US LLC, Elys acquired 100% of USB,
from its members (the “Sellers”) and USB became a wholly owned subsidiary of Elys.
 
Pursuant to the terms of the Purchase Agreement, the consideration paid for all of the equity of USB was $6 million in cash plus the issuance of
1,265,823 shares of Elys common stock at a price of $4.74 per share based on the volume weighted average closing price of the stock for the 90
trading days preceding the closing date (the “Stock Consideration”).
 
The Sellers will have an opportunity to receive up to an additional $38 million plus a potential premium of 10% (or $3.8 million) based upon
achievement of stated adjusted cumulative EBITDA milestones during the next four calendar years after the acquisition, payable 50% in cash and
50% in Elys stock at a price equal to volume weighted average price of Elys common stock for the 90 consecutive trading days preceding January
1 of each subsequent fiscal year for the duration of the earnout period ending December 31, 2025, subject to obtaining shareholder approval,
and with a cap of 5,065,000 on the aggregate number of shares to be issued. Any excess not approved by shareholders or exceeding the cap will
be paid in cash. The annual earnout payments are based on the achievement of the following adjusted cumulative EBITDA milestones:
 
Fiscal Year Ended Adjusted Cumulative EBITDA Maximum Potential Earnout
2021 $ (213,850) $ -
2022 643,950 7,600,000
2023 4,365,127 9,500,000
2024 10,620,825 11,400,000
2025 19,441,483 9,500,000
 
The Purchase Agreement contains customary representations, warranties and covenants of Elys and the Sellers. Subject to certain customary
limitations, the Sellers have agreed to indemnify Elys and its officers and directors against certain losses related to, among other things,
breaches of the Sellers’ representations and warranties, certain specified liabilities and the failure to perform covenants or obligations under the
Purchase Agreement.
 
The foregoing summary of the Purchase Agreement does not purport to be complete and is qualified in its entirety by reference to the full text of
the Purchase Agreement.
 
The customary representations, warranties and covenants contained in the Purchase Agreement were made only for purposes of such agreement
and as of specific dates, were solely for the benefit of the parties to the Purchase Agreement and may be subject to limitations agreed upon by
the contracting parties.
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Bookmakers Company US, LLC dba USBookmaking
 

Balance Sheets
As of March 31, 2021 (Unaudited) and December 31, 2020

 
  2021  2020  
      
Current Assets      
   Cash $ 46,324 $ 35,675  
   Accounts receivable  53,924  14,688  
   Deposits and other  16,052  124,033  
  116,300  174,396  
      
Equipment, net  2,544  4,071  
Due from commonly-controlled affiliate  -  90,513  
 $ 118,844 $ 268,980  
      
Current Liabilities      
   Accounts payable $ 113,528 $ 132,376  
   Accrued expenses  65,448  49,369  
   Deferred payroll protection loan forgiveness  14,504  -  
  193,480  181,745  
      
Long-term Debt  250,000  250,000  
Member's equity (deficit)  (324,636)  (162,765)  
 $ 118,844 $ 268,980  

 
See notes to financial statements.
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Bookmakers Company US, LLC dba USBookmaking
 

Statements of Operations and Member’s Equity (Deficit)
Quarters Ended March 31, 2021 and 2020 (Unaudited)

 
  2021  2020 
Revenues:     
     
   Risk management $ 86,952 $ 154,770 
   Other  4,110  - 
  91,062  154,770 
     
Cost and Expenses:     
   Payroll and related  194,146  177,138 
   Hardware and software expenses  67,697  62,466 
   General and administrative  56,239  40,963 
  318,082  280,567 
     
Operating Loss  (227,020)  (125,797)
     
Payroll protection loan forgiveness  115,696  - 
Interest expense  (3,496)  - 
Other income and expense  (1,527)  (2,160)
     
Net Loss $ (116,347) $ (127,957)
     
Member's equity (deficit), beginning of period $ (162,765) $ 90,763 
   Capital (distributions to) contributions from member  (45,524)  79,395 
   Net loss  (116,347)  (127,957)
     
Member's equity (deficit), end of period $ (324,636) $ 42,201 

 
See notes to financial statements.
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Bookmakers Company US, LLC dba USBookmaking
 

Statements of Cash Flows
Quarters Ended March 31, 2021 and 2020 (Unaudited)

 
  2021  2020 
     
Operating Activities:     
   Net loss $ (116,347) $ (127,957)
   Adjustments to reconcile net loss to net cash 
   used in operating activities:     
     Payroll protection loan forgiveness  (115,696)  - 
     Depreciation  1,527  2,160 
   Changes in operating assets and liabilities:     
     Accounts receivable  (39,236)  72,929 
     Deposits and other  107,981  (4,216)
     Accounts payable  (18,848)  (18,081)
     Accrued expenses  16,079  (13,496)
      Net cash used in operating activities  (164,540)  (88,661)
     
Investing Activities:     
   Advances to commonly controlled affiliate  -  (1,000)
     Cash used in investing activities  -  (1,000)
     
Financing Activities:     
   Payroll protection loan  130,200  - 
   Capital contributions from member  44,989  79,395 
      Net cash provided by financing activities  175,189  79,395 
Net increase (decrease) in cash  10,649  (10,266)
     
Cash at the beginning of period  35,675  13,783 
Cash at the end of the period $ 46,324 $ 3,517 
     
Supplemental Noncash Investing Activities     
   Distribution of due from commonly controlled affiliate to member $ (90,513) $ - 
     
Supplemental information     
   Cash paid for interest $ 3,496 $ - 

 
See notes to financial statements.
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Bookmakers Company US, LLC dba USBookmaking
 

Notes to Financial Statements
Quarters Ended March 31, 2021 and 2020 (Unaudited)

 
I.       Organization and Business Activities:
 
Bookmakers Company US, LLC dba USBookmaking (“USB” or the “Company”) was organized in 2016 as a single member limited liability company
in the State of Nevada. For the periods presented, Victor J. Salerno was its sole member (the “Member”) (see Note 6). The Company provides
services to customers that own and operate sports wagering locations (“books”) in multiple states. The Company does not accept wagers, rather
its customers do. Using software licensed from an independent third party and the third party central computer system located in Las Vegas,
Nevada, the Company establishes the betting events and initial odds, tracks its customers betting activities by event, and manages the betting
line for each event by customer location which is unique in the industry. The Company also provides its customers with various types of training
and compliance monitoring advice. The Company receives a single all-inclusive monthly fee for these advice services based on a percentage of its
customers’ net win from betting activity.

The Company sets the odds and point spreads for wagering events such as football, basketball, baseball, and hockey games. The Company sets
odds and point spreads aiming not to reflect an event’s final result, but to attempt to maintain a “balanced book” for its customers by offering
odds or point spreads that will attract equal amounts of bets on each side of a particular event. The odds (or point spread or the “line”) for each
wager is fixed at the time the location’s wagering patron makes his or her bet, regardless of any subsequent movement in the line. Changing or
“moving” the line up or down is used to encourage wagering on a specific side or team.

To the extent that a book on a particular event is not balanced, the betting location (the Company’s customer) takes a risk on the outcome of
the event.
 
2.        Significant Accounting Policies:
 
Basis of Accounting.
 
The accompanying unaudited financial statements have been prepared in accordance with accounting principles generally accepted in the United
States (“GAAP”) for interim financial information, and they do not include all of the information and footnotes required by GAAP for complete
financial statements. In the opinion of management, all adjustments (consisting of normal recurring accruals) considered necessary for a fair
presentation have been included. Operating results for the three months ended March 31, 2021 are not necessarily indicative of the results that
may be expected for the fiscal year ending December 31, 2021. The balance sheet at December 31, 2020 has been derived from the Company’s
audited financial statements at that date but does not include all of the information and footnotes required by GAAP for complete financial
statements. These unaudited financial statements should be read in conjunction with the Company’s 2020 audited financial statements.
 
The Company has elected to not adopt the option available under GAAP to measure any of its eligible financial instruments at estimated fair
value. Accordingly, the Company continues to measure all its assets and liabilities on the historical cost basis of accounting except where fair
value accounting is required by GAAP.
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Bookmakers Company US, LLC dba USBookmaking
 

Notes to Financial Statements (continued)
Quarters Ended March 31, 2021 and 2020 (Unaudited)

 

Concentrations and Economic Conditions, Uncertainties, Liquidity and Management’s Plans.

Because the Company provides services to customers that operate in a single leisure-time industry, realization of the Company’s receivables and
its future operations could be affected by adverse economic conditions near its customers’ locations. In addition, the Company has relatively few
customers. A significant portion of its customers’ revenues is derived from professional football events. Interruption of the professional football
season could have a significant adverse impact on future operations of its customers. The pandemic (Note 4) has also caused business disruptions
and additional future disruptions are possible.

The Company has a history of recurring losses, cash outflows from operations and negative working capital. The Company’s management has
assessed the Company’s current fee volume potential based on the uninterrupted operations of its six customers and concluded this is sufficient
to meet the Company’s cashflow requirements when due. The Company also plans to add additional customers in 2021 (one added to date) and
intends to pursue external debt financing if the current fee volume is not sufficient to meet the Company’s cashflow requirements, although no
assurance is given as to the successful consummation of such transactions with acceptable terms. Historically, the Company’s Member has funded
the Company’s cash flow requirements in excess of that provided by operations and debt financing. Subsequent to execution of the Membership
Purchase Agreement (Note 6), funding will be provided by Elys Game Technology, Corp. (the “Parent”). The Parent has provided a letter of
support confirming the intent and ability to support operating, investing, and financing activities through at least August 13, 2022. The Company
believes that the Parent has the intent and ability to provide this financial support.

Accounts Receivable and Allowance for Doubtful Accounts.
 
The Company manages its concentrations of credit risk by evaluating the creditworthiness of customers and potential success of its customers’
locations before extending credit.
 
Accounts receivable are evaluated for collectability periodically (at least annually) and carried net of an appropriate allowance for doubtful
collection, at their estimated realizable value. When it is determined that a customer’s ability to pay has deteriorated before expiration of the
contract, recognition of revenue (and the related receivable) is deferred (see “Revenue” policy below). Since customer credit is generally
extended on a short-term basis, interest is not charged on outstanding balances. The Company records the provision for doubtful collection as a
charge to general and administrative expenses.
 
In establishing an allowance for doubtful accounts, none at March 31, 2021 and
December 31, 2020, the Company is required to make judgments based on historical data and future expectations regarding the collectability of
the amount owed to the Company. The Company considers, among other things, the customer’s financial condition; the relative strength of the
Company’s legal position, including the related cost of any proceedings and its relationship with the customer; the amounts on the aging
schedule; historical payment information; and local and general economic conditions.
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Bookmakers Company US, LLC dba USBookmaking
 

Notes to Financial Statements (continued)
Quarters Ended March 31, 2021 and 2020 (Unaudited)

 
Generally, accounts for which no payments have been received for three consecutive months are considered delinquent, and the customary
collection efforts are initiated. Generally, accounts for which no payments have been received for 12 months are written off, if not sooner based
on the relevant particulars of each account. The maximum losses that the Company would incur if a customer failed to pay would be limited to
the amount due after any allowances were provided.
 
Use of Estimates.
 
Preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect reported
amounts, which estimates may require revision in future periods. Unlike an entity that accepts bets, which the Company does not, the setting
and adjustment of betting lines on sporting events that have not yet taken place is not an estimate that affects the Company’s financial
statements.
 
Cash.
 
Cash includes cash on deposit with financial institutions that may at times exceed federally-insured limits.
 
Equipment.
 
Equipment is stated at cost ($25,920), net of accumulated depreciation ($23,376) on March 31, 2021 and ($21,849) on December 31, 2020,
computed using the straight-line method over the estimated useful lives of the depreciable assets, generally 3 to 5 years. Tests for possible
impairment are performed when events and circumstances indicate that the assets might be impaired. An impairment loss is recognized if the
carrying amount of the asset is not recoverable from its undiscounted cash flows and is measured as the difference between the carrying amount
and the estimated fair value of the asset. There have been no impairments for the period presented.
 
Revenue Recognition.
 
Each of the Company’s contracts with its customers is an obligation to provide the customer with risk management advice. While the mix of
subjects about which the Company may provide advice and expends effort may vary over the term, the service is considered a single
performance obligation. The Company recognizes revenue from its service contracts with customers “over time” (the term of the contract). For
risk management contracts, revenue is recognized monthly when the Company has the right to invoice and receive consideration from its
customers based on a percentage of its customers’ net win from betting activity for that month. For consulting contracts, revenue is recognized
ratably over the life of the contract as the Company has the right to invoice and receive consideration for services performed.
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Bookmakers Company US, LLC dba USBookmaking
 

Notes to Financial Statements (continued)
Quarters Ended March 31, 2021 and 2020 (Unaudited)

 
When it is determined that a customer’s ability to pay has deteriorated as a result of significant changes in facts and circumstances as to the
customer’s financial condition before the term of the contract expires, recognition of revenue is deferred until the Company has no remaining
performance obligation to transfer services to the customer and all consideration promised by the customer has been received and is
nonrefundable. The Company does not bill in advance. Advance deposits (none at March 31, 2021 and December 31, 2020), if any, are recorded
as deferred revenue until services are provided to the customer. On occasion, as a convenience to a customer, the Company may purchase
equipment on behalf of the customer and is reimbursed without markup for which no revenue is recognized. The Company has no inventory risk
and the commercial supplier and manufacturer of the equipment, not the Company, warrants its fitness for the customer’s intended use. Such
arrangements are not material.
 
Income taxes.
 
The Company is a single member limited liability company which is considered a disregarded entity for federal income tax purposes. Its operating
activities are reported on a Schedule “C” which is included as part of the Member’s personal return. Accordingly, no provision for income taxes is
presented in these financial statements.
 
3.        Long-Term Debt:
 
As of March 31, 2021, and December 31, 2020, long-term debt includes an 8% note payable to the Member of $100,000, interest payable quarterly
with the balance of the note due October 2022. This note payable was entered into on September 8, 2020.
 
Additionally, in June 2020 the Company entered into a Small Business Administration (SBA) loan of $150,000 at 3.75% that is due in equal monthly
installments of $731 beginning in June 2021, including principal and interest, through May 2050. The SBA Loan is collateralized by all the
Company’s tangible and intangible assets.
 
As of March 31, 2021, minimum maturities of the SBA loan for the years ending December 31:
 
2021     
2022  $ 3,050 
2023   3,165 
2024   3,285 
2025   3,400 
Thereafter   137,100 
  $ 150,000 
 
 
As a result of the COVID-19 pandemic (Note 4), the Company applied for and in May 2020 received a “Paycheck Protection Program” (PPP) loan
from the SBA, which the Company used for eligible payroll costs as well as related employee benefit costs, rent, and utility expenses. The
Company applied for a second PPP loan and received $130,200 in February 2021 under that application.
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Bookmakers Company US, LLC dba USBookmaking
 

Notes to Financial Statements (continued)
Quarters Ended March 31, 2021 and 2020 (Unaudited)

 
The Company determined that it was eligible to participate in the PPP and concluded that at the inception of the February 2021 loan, it was
probable that it will qualify for forgiveness of the full loan amount under the SBA requirements. Accordingly, the Company applied for forgiveness
of the second PPP loan in July 2021 and accounted for forgiveness of the loan based on guidance in International Accounting Standards 20,
Accounting for Government Grants and Disclosure of Government Assistance by analogy, as a government grant related to income. During the
three months ended March 31, 2021, the Company spent $115,696 on eligible expenses and therefore recognized this portion of the second PPP
loan as other income in the statement of operations. The remaining amount of $14,504 is recorded as deferred payroll protection loan forgiveness
on the balance sheet as of March 31, 2021 and will be recognized as income when eligible expenses are incurred.
 
4.        Commitments and Contingencies:
 
Pandemic.
 
Reports of a novel coronavirus (“COVID-19”) began to surface in the final months of 2019. COVID-19 spread rapidly throughout the world, and in
March 2020, the World Health Organization characterized COVID-19 as a pandemic. COVID-19 is a respiratory disease spreading from person-to-
person that poses a serious public health risk. Federal, state, and local efforts to contain the spread of COVID-19 were undertaken across the
U.S. as states enacted shelter-in-place mandates, declared states of emergency, restricted travel, and enacted temporary closures of non-
essential businesses, including some book locations of the Company’s customers. In March 2020, the Company began to experience a decline in
service fees as a result of shelter-in-place and other restrictions and impacts associated with COVID-19, including the temporary closure of its
customers betting operations. Generally, the Company’s customers’ operations have not been designated an essential business in their
jurisdictions and have been and may continue to be subject to closures in accordance with local executive orders and ordinances. In response to
the COVID-19 pandemic, the Company implemented additional health and safety measures to protect employees and its customers did the same.
The Company’s customers also implemented several business strategies to preserve revenue over the course of the pandemic. The Company’s
most significant non-payroll related costs, software fees, is substantially tied to the revenues of the Company’s customers and, accordingly, has
been proportionately reduced.
 
On March 27, 2020, President Trump signed into law the Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”). The CARES Act,
among other things, includes provisions relating to refundable payroll tax credits, deferment of employer side social security payments, net
operating loss carryback periods, alternative minimum tax credit refunds, modifications to the net interest deduction limitations, increased
limitations on qualified charitable contributions, and technical corrections to tax depreciation methods for qualified improvement property.
 
The Company continues to monitor the status and effects of the pandemic and examine the impact that the CARES Act, and subsequent
amendments, may have on its business.
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Bookmakers Company US, LLC dba USBookmaking
 

Notes to Financial Statements (continued)
Quarters Ended March 31, 2021 and 2020 (Unaudited)

 
Hardware / Software Provider Arrangements.
 
The Company has arrangements with an independent software provider. The software is used by the Company to manage the events, odds, and
betting lines of its customers’ sports betting operations. The Company has entered separate arrangements with the service provider relating to
each of the Company’s customers. The term of each arrangement is generally three years, the same as the Company’s arrangement with the
customer. Some of the Company’s contracts are fixed monthly fee arrangements. Others are based on a percentage of the Company’s revenue
from its services or a minimum amount.

The Company has a verbal agreement with the service provider that during the months the Company’s customers are temporarily closed due to
the pandemic, the service provider will not bill for services but the number of months that the location is temporarily closed will be added to
the contract term. 

Minimum monthly service fees currently total $20,500.

Also, while all the Company’s arrangements are with a single software provider, there are several other providers that are available for possible
selection.
 
5.        Other Transactions with Member:
 
The Company had other transactions involving the Member including:
 

The Company made advances to an entity 94%-owned by the Member (the “Commonly-controlled Affiliate”) and the outstanding balance was settled
during the quarter ended March 31, 2021.

 
The Company shares office space in a building that is leased by the Member currently on a month-to-month basis and historically on a term of 12
months or less. The Member charged the Company rent at the rate of $3,000 per month beginning September 2018, and no rent prior thereto. Rent
expense, included in general and administrative expenses, was $9,000 for the three months ended March 31, 2021 and 2020.

 
On occasion, the spouse of the Member provides legal services for the Company. Such services and the related fees have not been material.
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Bookmakers Company US, LLC dba USBookmaking
 

Notes to Financial Statements (continued)
Quarters Ended March 31, 2021 and 2020 (Unaudited)

 
6.        Subsequent Events:
 
Management has evaluated events occurring through August 13, 2021, the date these financial statements were available for issuance, and
determined that no additional recognition or disclosure in these financial statements was necessary except as follows.
 
On July 6, 2021, the Company’s Member granted Class B Non-Voting membership interests equal to 32% of its membership units to eight
individuals with an issuance date and valuation date of January 1, 2021. The original Member retained all Class A Voting interests equal to 68% of
the Company’s total membership interests.
 
On July 15, 2021, pursuant to a Membership Purchase Agreement (the “Purchase Agreement”), dated July 5, 2021, by and between Elys Game
Technology, Corp. (“Elys”), Bookmakers Company US LLC (“USB”) and the members of Bookmakers Company US LLC, Elys acquired 100% of USB,
from its members (the “Sellers”) and USB became a wholly owned subsidiary of Elys.
 
Pursuant to the terms of the Purchase Agreement, the consideration paid for all of the equity of USB was $6 million in cash plus the issuance of
1,265,823 shares of Elys common stock at a price of $4.74 per share based on the volume weighted average closing price of the stock for the 90
trading days preceding the closing date (the “Stock Consideration”).
 
The Sellers will have an opportunity to receive up to an additional $38 million plus a potential premium of 10% (or $3.8 million) based upon
achievement of stated adjusted cumulative EBITDA milestones during the next four calendar years after the acquisition, payable 50% in cash and
50% in Elys stock at a price equal to volume weighted average price of Elys common stock for the 90 consecutive trading days preceding January
1 of each subsequent fiscal year for the duration of the earnout period ending December 31, 2025, subject to obtaining shareholder approval,
and with a cap of 5,065,000 on the aggregate number of shares to be issued. Any excess not approved by shareholders or exceeding the cap will
be paid in cash. The annual earnout payments are based on the achievement of the following adjusted cumulative EBITDA milestones:
 

Fiscal Year Ended  
Adjusted 

Cumulative EBITDA  
Maximum 

Potential Earnout
2021  $ (213,850)  $ —   
2022   643,950   7,600,000 
2023   4,365,127   9,500,000 
2024   10,620,825   11,400,000 
2025   19,441,483   9,500,000 
 
The Purchase Agreement contains customary representations, warranties and covenants of Elys and the Sellers. Subject to certain customary
limitations, the Sellers have agreed to indemnify Elys and its officers and directors against certain losses related to, among other things,
breaches of the Sellers’ representations and warranties, certain specified liabilities and the failure to perform covenants or obligations under the
Purchase Agreement.
 
The foregoing summary of the Purchase Agreement does not purport to be complete and is qualified in its entirety by reference to the full text of
the Purchase Agreement.
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Bookmakers Company US, LLC dba USBookmaking
 

Notes to Financial Statements (continued)
Quarters Ended March 31, 2021 and 2020 (Unaudited)

 
The customary representations, warranties and covenants contained in the Purchase Agreement were made only for purposes of such agreement
and as of specific dates, were solely for the benefit of the parties to the Purchase Agreement and may be subject to limitations agreed upon by
the contracting parties.
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Exhibit 99.3 

UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION
 
As previously reported in the Current Report on Form 8-K, filed by Elys Game Technology Corp (“Elys”) with the Securities and Exchange Commission (“SEC”) on July 7,
2021 (the “initial Form 8-K”), Elys entered into a Membership Purchase Agreement (the “Purchase Agreement”), dated July 5, 2021 with Bookmakers Company US LLC
(“USB”) and the members (the “Sellers”) of USB to purchase 100% of USB from the Sellers (the “Acquisition”). As previously reported in the current report on form 8-K filed
by Elys with the SEC on July 15, 2021 (the “Initial Form 8-K”), Elys closed the Acquisition (the “Closing”) whereby the Sellers exchanged 100% of the members interest held
by them in exchange for a pro-rata share of (i) an aggregate of 1,265,823 shares (the “Stock Consideration”) of Elys restricted common stock, $0.0001 par value (the “Common
Stock”); and (ii) aggregate cash consideration of $6,000,000 (the “Cash Consideration”). The cash consideration will be reduced by the amount that the current assets exceed the
current liabilities, with the exception of $100,000 of funds loaned to USB by one of the Sellers and a $150,000 Small Business Administration Loan which is repayable in equal
monthly instalments of $731 commencing in June 2021.
 
In addition to the payments described above, under the terms of the Purchase Agreement, the Sellers will have an opportunity to receive up to an additional $38 million plus a
potential premium of 10% (or $3.8 million) based upon achievement of stated adjusted cumulative EBITDA milestones during the next four years, payable 50% in cash and
50% in Elys stock at a price equal to volume weighted average price of Elys common stock for the 90 consecutive trading days preceding January 1 of each subsequent fiscal
year for the duration of the earnout period ending December 31, 2025, subject to obtaining shareholder approval, and with a cap of 5,065,000 on the aggregate number of shares
to be issued. Any excess not approved by shareholders or exceeding the cap will be paid in cash. The annual earnout payments are based on the achievement of the following
adjusted cumulative EBITDA milestones:
 

Fiscal Year Ended Adjusted Cumulative EBITDA Maximum Potential Earnout
2021 ($213,850) -
2022 $643,950 $  7,600,000
2023 $4,365,127 $  9,500,000
2024 $10,620,825 $ 11,400,000
2025 $19,441,483 $  9,500,000

 
The Purchase Agreement contains customary representations, warranties and covenants of Elys, USB and the Sellers. Subject to certain customary limitations, the Sellers have
agreed to indemnify Elys and its officers and directors against certain losses related to, among other things, breaches of USB and the Sellers representations and warranties,
certain specified liabilities and the failure to perform covenants or obligations under the Purchase Agreement.
 
The following unaudited pro forma condensed combined financial information are based on Elys’ historical consolidated financial statements for the year ended December 31,
2020 and unaudited condensed consolidated financial statements for the three months ended March 31, 2021 and USB’s historical financial statements for the year ended
December 31, 2020 and the unaudited condensed financial statements for the three months ended March 31, 2021, as adjusted to give effect to the Company’s acquisition of
USB. The unaudited pro forma combined statement of operations for the year ended December 31, 2020 and the three months ended March 31, 2021 gives effect to the
acquisition as if it had occurred on January 1, 2020 and combines the historical results of Elys and USB for the year ended December 31, 2020 and the three months ended
March 31, 2021. The unaudited pro forma combined balance sheet as of March 31, 2021 assumes the acquisition took place on March 31, 2021 and combines the historical
balance sheet of Elys and USB as of March 31, 2021.
 
The unaudited pro forma condensed combined financial information should be read in conjunction with the audited consolidated financial statements of Elys as of and for the
year ended December 31, 2020 and the unaudited condensed consolidated financial statements included in Elys’ 2020 Annual Report on Form 10-K and the 2021 Quarterly
Report for the three months ended March 31, 2021 and audited financial statements of USB as of and for the year ended December 31, 2020 and the 2021 unaudited financial
statements for the three months ended March 31, 2021.
 
The assumptions and estimates underlying the adjustments to the unaudited pro forma condensed combined financial information are described in the accompanying notes,
which should be read together with the unaudited pro forma condensed combined financial information.
 

 

 

Elys Game Technology Corp
Unaudited Pro forma Condensed Combined Balance Sheet

as at March 31, 2021
 

  Historical       
  Elys  USB      

  March 31, 2021  March 31, 2021  
Pro Forma

Adjustments    
Pro Forma March

31, 2021
Current Assets           
Cash and cash equivalents  $ 21,524,648  $ 46,324  $ (5,942,078)  (a)  $ 15,628,894 
Accounts receivable   249,828   53,924   —       303,752 
Gaming accounts receivable   1,240,595   —     —       1,240,595 
Prepaid expenses   313,164   —     —       313,164 
Related party receivables   1,457   —     —       1,457 
Other current assets   272,814   16,052   —       288,866 
Total Current Assets   23,602,506   116,300   (5,942,078)     17,776,728 
                   
Non-Current Assets                   
Restricted cash   1,398,750   —     —       1,398,750 
Property, plant and equipment   503,908   2,544   —       506,452 
Right of use assets

  599,252   —     —       599,252 
Intangible assets   10,081,185   —     —       10,081,185 
Goodwill   1,662,976   —     42,080,661  (a)(b)   43,743,637 
Marketable securities   662,500   —     —       662,500 
Total Non-Current Assets   14,908,571   2,544   42,080,661     56,991,776 

                   
Total Assets  $ 38,511,077  $ 118,844  $ 36,138,583    $ 74,768,504 

Liabilities and Stockholders' Equity                   



                   
Current Liabilities                   
Bank overdraft  $ 4,769  $ —    $ —      $ 4,769 
Accounts payable and accrued liabilities   4,859,430   193,480   169,000  (c)   5,221,910 
Gaming accounts payable   3,542,732   —     —       3,542,732 
Taxes payable   1,306,447   —     —       1,306,447 
Advances from stockholders   558   —     —       558 
Operating lease liability   172,734   —     —       172,734 
Financial lease liability   6,764   —     —       6,764 
Bank loan payable – current portion   142,083   —     —       142,083 
Total Current Liabilities   10,035,517   193,480   169,000     10,397,997 
                   
Non-Current Liabilities                   
Contingent consideration   —     —     29,813,947  (a)   29,813,947 
Deferred tax liability   1,199,153   —     —       1,199,153 
Operating lease liability   400,027   —     —       400,027 
Financial lease liability   16,568   —     —       16,568 
Advances from stockholders   —     100,000   —       100,000 
Bank loan payable   —     150,000   —       150,000 
Other long-term liabilities   641,276   —     —       641,276 
Total Non-Current Liabilities   2,257,024   250,000   29,813,947     32,320,971 
                   
Total Liabilities   12,292,541   443,480   29,982,947     42,718,968 
                   
Common stock   2,201   —     127  (a)   2,328 
Additional paid-in capital   60,080,571   —     5,999,873  (a)   66,080,444 
Members deficit   —     (324,636)   324,636  (a)   —   
Accumulated other comprehensive income   (76,140)   —     —       (76,140)
Accumulated deficit   (33,788,096)   —     (169,000)  (c)   (33,957,096)
Total Stockholders' Equity and members deficit   26,218,536   (324,636)   6,155,636     32,049,536 
                   

Total Liabilities and Stockholders' Equity  $ 38,511,077  $ 118,844  $ 36,138,583    $ 74,768,504 
 

 

 
 

Elys Game Technology Corp
Unaudited Pro Forma Condensed Combined Statement of Operations

For the Three Months Ended March 31, 2021
 
  Historical       
  Elys  USB  Pro Forma    Pro Forma
  March 31, 2021  March 31, 2021  Adjustments    March 31, 2021
           
Revenue  $ 14,157,328  $ 91,062  $ —      $ 14,248,390 
                   
Costs and Expenses                   
Selling expenses   10,661,815   —     —       10,661,815 
General and administrative expenses   4,145,210   318,082   —      4,463,292 
Total operating expenses   14,807,025   318,082   —       15,125,107 
                   
Loss from operations   (649,697)   (227,020)   —      (876,717)
                   
Other Income (Expense)                   
Interest expense, net   (7,849)   (3,496)   —       (11,345)
Amortization of debt discount   (12,833)   —     —       (12,833)
Other income   281,344   115,696   —       397,040 
Other expense   (26,930)   (1,527)   —       (28,457)

Gain on marketable securities   195,000   —     —       195,000 
Total Other Income   428,732   110,673   —       539,405 
                   
Net loss before income taxes   (220,965)   (116,347)   —      (337,312)
Income tax provision   (388,614)   —     —    (d)   (388,614)
Net loss  $ (609,579)  $ (116,347)  $ —     $ (725,926)

                   
Net loss per share attributable to Elys Game Technology
Corp                   
Basic and Diluted  $ (0.03)            $ (0.03)

                   



Weighted average number of common shares attributable to
common stockholders of Elys Game Technology Corp                   
Basic and Diluted   21,506,684       1,265,823  (a)   22,772,507 
 

 

 
 

Elys Game Technology Corp
Unaudited Pro Forma Condensed Combined Statement of Operations

For the Year Ended December 31, 2020
 
  Historical       
  Elys  USB  Pro Forma    Pro Forma
  December 31, 2020  December 31, 2020  Adjustments    December 31, 2020
           
Revenue  $ 37,266,367  $ 341,506  $ —      $ 37,607,873 
                   
Costs and Expenses                   
Selling expenses   26,109,221   —     —       26,109,221 
General and administrative expenses   13,789,391   955,609   —       14,745,000 
Impairment of licenses   4,900,000   —     —       4,900,000 
Total operating expenses   44,798,612   955,609   —       45,754,221 
                   
Loss from operations   (7,532,245)   (614,103)   —       (8,146,348)
                   
Other (Expense) Income                   
Interest expense, net   (328,663)   (5,326)   —       (333,989)
Amortization of debt discount   (818,182)   —     —       (818,182)
Other income   165,375   142,100   —       307,475 
Other expense   (86,933)   (7,795)   —       (94,728)
Loss on extinguishment of convertible debt   (719,390)   —     —       (719,390)
Gain on marketable securities   290,000   —     —       290,000 
Total Other (Expense) Income   (1,497,793)   128,979   —       (1,368,814)
                   
Net loss before income taxes   (9,030,038)   (485,124)   —       (9,515,162)
Income tax provision   (906,644)   —     —    (d)  (906,644)
Net loss  $ (9,936,682)  $ (485,124)  $ —      $ (10,421,806)

                   
Net loss per share attributable to Elys Game Technology
Corp                   
Basic and Diluted  $ (0.71)            $ (0.68)

                   
Weighted average number of common shares attributable
to common stockholders of Elys Game Technology Corp                   
Basic and Diluted   14,047,725       1,265,823  (a)  15,313,548 
 

 

 
 

Elys Game Technology Corp
Notes To The Unaudited Pro Forma Condensed Combined Financial Information

 
Note 1 — Basis of presentation
 
On July 5, 2021, Elys entered into a Purchase Agreement with Bookmakers Company US LLC (“USB”) and the Sellers of USB to purchase 100% of USB from the Sellers. On
July 15, 2021, Elys, closed the Acquisition whereby the Sellers exchanged 100% of the members interest held by the Sellers in exchange for a pro-rata share of (i) an aggregate
of 1,265,823 shares of Elys restricted common stock; and (ii) aggregate cash consideration of $6,000,000 (the “Cash Consideration”). The cash consideration will be reduced by
the amount that the current assets exceed the current liabilities, with the exception of $104,754 of funds loaned to the company by one of the Sellers and a $150,000 Small
Business Administration Loan which is repayable in equal monthly instalments of $731 commencing in June 2021.
 
The unaudited pro forma condensed combined financial information was prepared based on historical financial information which was prepared in accordance with accounting
principles generally accepted in the United States of America and pursuant to the rules and regulations of the U.S. Securities and Exchange Commission Regulation S-X, and
presents the pro forma results of operations of the combined companies based upon the historical data of Elys and USB. The unaudited pro forma condensed combined
statement of operations for the three months ended March 31, 2021 and the year ended December 31, 2020 gives effect to the acquisition as if it had occurred on January 1,
2020. The unaudited pro forma condensed combined balance sheet as of March 31, 2021 gives effect to the acquisition as if it had occurred on March 31, 2021.
 
The unaudited pro forma condensed combined financial information is presented for illustrative purposes only and are not necessarily indicative of the operating results that
would have been achieved had the Acquisition been completed as of the date indicated above or the results that may be attained in the future. The unaudited pro forma
condensed combined financial information does not reflect any operating efficiencies and cost savings or expense that Elys may achieve or incur with respect to the combined
companies.
 
The pro forma adjustments represent Elys’ preliminary determination of purchase accounting adjustments and are based upon available information and certain assumptions that
Elys believes to be reasonable under the circumstances. The pro forma adjustments and certain assumptions are described in the accompanying notes. The allocation of the
purchase price is preliminary and changes are expected as additional information becomes available.
 



The business combination was accounted for under the acquisition method of accounting in accordance with ASC Topic 805, Business Combinations. As the acquirer for
accounting purposes, Elys has estimated the fair value of USB’s assets acquired and liabilities assumed and conformed the accounting policies of USB’s to its own accounting
policies.
 
Note 2 — Preliminary purchase price allocation
 
Elys has performed a preliminary valuation analysis of the fair market value of USB’s assets and liabilities. The final purchase price allocation will be determined after
completion of a thorough analysis to determine the fair value of all assets acquired and liabilities assumed but in no event later than one year following completion of the
acquisition. Accordingly, the final acquisition accounting adjustments could differ materially from the pro forma adjustments presented herein. Any increase or decrease in the
fair value of the assets acquired and liabilities assumed, as compared to the information shown herein, could also change the portion of purchase price allocated to goodwill and
could impact the operating results of Elys following the acquisition due to differences in purchase price allocation, depreciation and amortization related to some of these assets
and liabilities. The future amortization of the purchase price allocated to finite-lived intangibles may be significant. The following tables summarize the total consideration and
the allocation of the preliminary purchase price as of March 31, 2021:
 
Common shares issued       1,265,823 
Closing price   (1)  $ 4.74 
Fair value of stock consideration      $ 6,000,000 
Cash consideration       6,000,000 
Fair value of contingent consideration       29,813,947 
Settlement of working capital deficit by Sellers   (2)   (57,922)
Total Consideration      $ 41,756,025 
 

(1) Stock price of $4.74 per share for Elys Game Technology Corp stock based on the July 15, 2021 closing price.
(2) The Sellers are responsible for any working capital deficit, excluding any federal relief loan liabilities which are expected to be forgiven.

 
 

 
 
Contingent consideration is recorded as a liability and measured at fair value using a discounted cash flow model utilizing significant unobservable inputs assuming the Sellers
will achieve the cumulative earnout goals that have been agreed upon and an estimated discount rate commensurate with the Elys’ weighted average cost of capital. The
material factors that may impact the fair value of the contingent consideration, and therefore this liability, are the achievement of the cumulative earnout targets and the discount
rate. The discount rate used is the equivalent to the return an investor would demand for investing in Elys. Significant decreases in the cumulative EBITDA of USB would result
in a significantly lower fair value. In addition, Elys have provided for an additional cumulative 10% or $3,800,000, purchase price premium should USB exceed its cumulative
earnout target by 10%, this might increase the fair value of the purchase consideration. The fair value of the contingent consideration, and the associated liability relating to the
contingent consideration will be adjusted at each fiscal year end to reflect the changes in fair value of the contingent purchase consideration, based on the achievement of the
cumulative earnout targets by USB.
 
The Acquisition was accounted for as a business combination under the acquisition method of accounting in accordance with the Financial Accounting Standards Board’s
Accounting Standards Codification Topic 805, Business Combinations (“ASC 805”). Accordingly, the tangible assets and identifiable intangible assets acquired and liabilities
assumed were recorded at fair value as of the date of acquisition, with the remaining purchase price recorded as goodwill.
 
The following table summarizes the preliminary estimated fair values of the assets acquired and liabilities assumed as if the acquisition had closed on March 31, 2021:
 
   
Current assets  $ 116,300 
Property, plant and equipment   2,544 
Goodwill   42,080,661 
Total assets acquired   42,199,505 
Current liabilities   (188,726)
Non-Current liabilities   (254,754)
Total liabilities assumed   (443,480)
Net assets acquired  $ 41,756,025 
 
Note 3 — Pro forma adjustments
 
The pro forma adjustments are based on our preliminary estimates and assumptions that are subject to change. The following adjustments have been reflected in the unaudited
pro forma condensed combined financial information:
 

(a) Represents (i) the cash payment of $6,000,000, less the working capital deficit of $57,922 as of March 31, 2021, (ii) the issuance of 1,265,823 shares to the Sellers,
valued at $6,000,000 at closing; (iii) the value of the discounted contingent consideration of $29,813,947, (iv) the preliminary allocation of the excess of the fair
value of the net assets acquired of $42,080,661 to Goodwill, and (v) the elimination of the members interest assuming an acquisition date of March 31, 2021.

 
(b) As part of the preliminary valuation analysis, the Company allocated the purchase consideration, including the estimated contingent consideration to identified

tangible assets with the remaining excess purchase consideration, allocated to goodwill until such time as a detailed valuation can be performed by an independent
third party valuer, which is expected to take place before December 31, 2021, whereby the excess purchase consideration will be appropriately allocated.

 
(c) Represents an accrual for estimated acquisition costs which include legal and professional fees associated with the acquisition of USB.

 
(d) No income tax provision was recorded for USB as the entity incurred losses. In addition, the Elys legal entity based in the United States also incurred losses,

therefore there are no tax savings on the estimated acquisition costs of USB.


