AVALON BLOCKCHAIN INC.
(formerly WORLD MAHJONG LIMITED)
Management Discussion and Analysis (“MD&A”)
for the year ended December 31, 2017

The following discussion and analysis of the operations, results, and financial position of World Mahjong
Limited (“the Company”) for the year ended December 31, 2017 should be read in conjunction with the
Company’s audited financial statements and related notes for the year ended December 31, 2017. The
effective date of this report is April 4, 2018. All figures are presented in Canadian dollars, unless
otherwise indicated.

COMPANY OVERVIEW

Avalon Blockchain Inc. (formerly World Mahjong Limited) (the “Company"”) was incorporated in the
Province of British Columbia on May 11, 1981. The Company’s previous principal business activity was
the development of mahjong tournaments throughout the Asia Pacific region. The Company is currently
in the cryptocurrency mining and technology industry. The head office and records office of the Company
are located at 1430 — 800 West Pender Street, Vancouver, British Columbia, Canada, V6C 2V6. The
Company is listed on the Canadian Securities Exchange (“CSE”) under the symbol “AVLN”.

On May 12, 2017, the Company consolidated its share capital, stock options and warrants on a one-new-
for-ten-old basis. All references to share capital, stock options and share purchase warrants presented in
these financial statements have been restated to reflect the share consolidation.

On June 9, 2017, the Company settled $453,841 of debt through a private placement with various arm’s
length and non-arm’s creditors.

On September 19, 2017, the Company completed a private placement of 5,500,000 units at a price of
$0.05 per unit for gross proceeds of $275,000.

On November 22, 2017, the Company consolidated its share capital, stock options and warrants on the
basis of one new common share for up to 1.3334 existing common shares. Unless otherwise indicated, all
reference to share capital, stock options and share purchase warrants presented in this MD&A have been
restated to reflect the share consolidation.

During the year ended December 31, 2017, the Company issued 6,400,375 common shares on the
exercise of 6,400,375 warrants for total proceeds of $593,158.

SUBSEQUENT EVENTS

On March 29, 2018, the Company completed the acquisition (the “Transaction”) of certain cryptocurrency
mining assets as well as certain digital currency assets (the “Transaction Assets”) from Avalon Life S.A. (the
“Vendor”) a cryptocurrency mining and community knowledge network.

In consideration for the acquisition of the Transaction Assets, the Vendor received 120,000,000 common
shares (the “Consideration Shares”) of the Company. The Consideration Shares are subject to four-
month-and-one-day statutory hold period prescribed by applicable Canadian securities laws, and to an
escrow arrangement from which they will be released in tranches every six months over a thirty-six-month
period.

In consideration for the assignment of rights by Avalon Canada, on completion of the Transaction the
Company acquired all of the outstanding share capital of Avalon Canada through the amalgamation (the
“Amalgamation”) of Avalon Canada and the Company’s newly incorporated wholly-owned subsidiary,
1146305 B.C. Ltd. (“Subco”).



Pursuant to amalgamation agreement, Subco and Avalon Canada amalgamated and the resulting entity
became a wholly-owned subsidiary of the Company. Prior to completion of the Amalgamation, Avalon
Canada completed the offering of 37,154,502 subscription receipts (each, a “Subscription Receipt”), at a
price of $0.50 per Subscription Receipt, for gross proceeds of $18,577,251. Each Subscription Receipt
automatically converted into one common share of Avalon Canada immediately prior to completion of the
Amalgamation. In consideration for the Amalgamation, the Company issued 44,450,978 common shares
to the existing shareholders of Avalon Canada, and a further 37,154,502 common shares to the existing
holders of the Subscription Receipts (the “Subscription Receipt Conversion Shares”). The Subscription
Receipt Conversion Shares are subject to a pooling arrangement from which they will be released in
tranches every four months over a twelve month period. The Company also issued 26,000,000 common
share purchase warrants in exchange for existing convertible securities of Avalon Canada.

CORPORATE HISTORY

The Company is a tournament-based and online Mahjong game developer. Under development since
2007, the Company hosts tournaments at physical venues, in addition to its online and television focus.
Most importantly, the Company has the exclusive right to use “World Series of Mahjong” trademark and
owns its own proprietary “rule-set”. Trademark applications for the “World Series of Mahjong” logo were
submitted in late 2014 and early 2015 to the firm’s attorney for the countries and regions of Australia,
Canada, Hong Kong, Macau, the Philippines, China, Japan, Singapore, Malaysia, Taiwan and the United
States. This protected brand and system means that the Company can offer Mahjong operators,
sponsors, and players a distinctive and collaborative environment to play Mahjong — whether it be in-
person or online — using the Company’s own Mahjong system.

The Company developed the “World Series of Mahjong” in 2007. The World Series of Mahjong
tournament was last held in Macau in 2015 and was (and remains) the largest Mahjong tournament in the
world. In addition to carrying the largest prize purse in history, the tournament was widely promoted
throughout Asia, North America, Australia and Europe. In 2007 and 2008, the World Series of Mahjong
was held at the Wynn Macau. In 2010, the World Series of Mahjong was held at the Venetian Macau
Resort, and in 2012 the tournament was scheduled to be held in Sydney, Australia at The Star Casino,
but was postponed to 2013, and finally cancelled due to a change in management at The Star. In 2015,
the World Series of Mahjong tournament was held again at The Venetian Macau Resort. In addition to
the World Series of Mahjong tournament, each year, the Company has operated a series of qualifying
events throughout the Asia-Pacific region. Since 2008, such qualifying events have been held in Hong
Kong, Australia, Canada, Japan and Taiwan. The Company’s primary focus since 2013 has been
developing its online platform, including an interactive website and its own online Mahjong game and
affiliate partners.

During the year ended December 31, 2016, the Company abandoned its 100% owned subsidiaries
Silverdale Ventures (BVI) Limited (“Silverdale”) and World’s Competition Events Management Ltd.
("WCEM”) as it lost its ability to control the subsidiaries. As a result, the Company’s audited financial
statements for the year ended December 31, 2017 only include the financial statements of the Company
and its wholly-owned subsidiaries, Croydon Holdings (BVI) Limited (“Croydon”) and 1146305 B.C. Ltd.,
which was incorporated in British Columbia, Canada on December 21, 2017. Croydon was inactive during
the years ended December 31, 2017 and 2016.

The abandonment of these subsidiaries by the Company during the year ended December 31, 2016
resulted in a loss on abandonment of assets and liabilities of $2,017,737 summarized as follows:

Assets or Liabilities Abandoned

$
Cash 363,800
Prepaid expenses 9,245
Advances to a related party (Note 7) 275,024
Investment in subsidiaries 541,250



Accounts payable and accrued liabilities (742,939)
Foreign currency translation reserve 1,571,357

Total 2,017,737

SUMMARY OF QUARTERLY RESULTS

The following selected financial data is prepared in accordance with IFRS:

3 months 3 months 3 months 3 months
ended ended ended ended
December September June 30, March 31,
31, 2017 30, 2017 2017 2017
Total revenue $0 $0 $0 $0
Cost of revenue $0 $0 $0 $0
Expenses $341,736 $443,242 $225,727 $88,956
Net loss $(316,576) $(1,035,201) $(225,727) $(87,727)
*Loss per common share, basic and diluted $(0.02) $(0.08) $(0.03) $(0.01)
The following selected financial data is prepared in accordance with IFRS:
3 months 3 months 3 months 3 months
ended ended ended ended
December September June 30, March 31,
31, 2016 30, 2016 2016 2016
Total revenue $0 $0 $0 $0
Cost of revenue $0 $0 $0 $0
Expenses $259,014 $24,860 $72,036 $42,754
Net loss $(262,419) $(24,860) $(72,036) $(2,060,491)
*Loss per common share, basic and diluted $(0.04) $(0.00) $(0.01) $(0.33)

*Loss per common share is calculated based on the weighted average number of outstanding shares
which has been restated to reflect the 1.3334:1 consolidation on November 22, 2017.

The Company abandoned its investments in Silverdale and WCEM during the year ended December 31,
2016. This resulted in a significantly lower activity throughout 2016. The Company recorded a loss on
abandonment of subsidiaries during the first quarter ended March 31, 2016.

During the year ended December 31, 2017, the Company incurred $566,799 loss on debt settlement.

Throughout the year ended December 31, 2017, the Company incurred expenses in relation to
identification and review of potential transactions.

DISCLOSURE OF OUTSTANDING SHARE DATA

The following table summarizes the total number of common shares outstanding as at December 31,
2017 and as of the date of this MD&A assuming all outstanding options were converted to common
shares:

December 31, As of the date
2017 of this MD&A

Common shares 22,877,958 224,483,438
Warrants to purchase common shares 3,912,843 29,912,843

26,790,801 254,396,281




* On November 22, 2017, the Company completed a share capital consolidation on 1.3334:1 basis.
Unless otherwise indicated, all reference to share capital, stock options and share purchase warrants
presented in this MD&A have been restated to reflect the share consolidation.

RESULTS OF OPERATIONS

Year ended December 31, 2017 (“2017”’) compared with year ended December 31, 2016 (“2016”)

The loss for the year ended December 31, 2017 was $1,665,231, compared with $2,419,806 for the year
ended December 31, 2016. Detailed discussion of the major differences is as follows:

Business development costs of $135,000 were incurred in 2017 as compared to $Nil in 2016. The
increase was due to increased fees accrued to a consultant for advisory services undertaken in relation to
financial modeling and review of potential transactions. No similar costs were incurred during 2016; and

Consulting fees of $198,698 were incurred in 2017 as compared to $241,667 in 2016. The decrease was
mainly due to fees paid/accrued to a total of four consultants in 2016 compared to one consultant in 2017;
and

Investor relations fees of $92,692 were incurred in 2017 as compared to $498 in 2016. The increase was
mainly due to increased fees accrued to an investor relations consultant during 2017. No similar costs
were incurred during 2016; and

Management fees of $359,000 were incurred in 2017 as compared to $82,000 in 2016. The increase was
due to incurring management fees paid/accrued to a total of four directors in 2017 compared to one
director in 2016; and

Professional fees of $219,598 were incurred in 2017 as compared to $39,918 in 2016. The increase was
mainly due to professional fees accrued for due diligence work undertaken for a potential transaction and
increased accounting and audit fees recorded in 2017; and

Rent of $32,000 were incurred in 2017 as compared to $Nil in 2016. The increase was due to incurring
monthly office rent in 2017. No similar costs were incurred in 2016; and

Loss on debt settlement for 2017 was $566,799 compared with $Nil in 2016. During 2017, the Company
reduced payable balances of $453,841 owing to certain vendors through issuance of 6,188,425 units
resulting in a loss on settlement of $612,458. Additional payables totaling $45,659 were written off in the
year resulting in a net loss of $566,799; and

Loss on abandonment of subsidiaries of $Nil were incurred compared to $2,017,737. During 2016, the
Company abandoned both Silverdale and WCEM resulting in a loss of $2,017,737. No similar costs were
incurred in 2017.

Three months ended December 31, 2017 (“Q4 2017”) compared with three months ended
December 31, 2016 (“Q4 2016”)

The loss for the three months ended December 31, 2017 was $316,576, compared with $262,419 for the
three months ended December 31, 2016. Detailed discussion of the major difference is as follows:

Business development costs of $45,000 were incurred in Q4 2017 as compared to $Nil in Q4 2016. The
increase was due to increased fees accrued to a consultant for advisory services undertaken in relation to
financial modeling and review of potential transactions. No similar costs were incurred during Q4 2016;
and



Consulting fees of $48,874 were incurred in Q4 2017 as compared to $198,000 in Q4 2016. The
increase was mainly due to an accrual set up during Q4 2016 for annual consulting fees for a consultant;
and

Management fees of $87,000 were incurred in Q4 2017 as compared to $31,000 in Q4 2016. The
increase was due to incurring increased management fees paid/accrued to the directors in Q4 2017; and

Professional fees of $97,702 were incurred in Q4 2017 as compared to $17,546 in Q4 2016. The
increase was mainly due to legal fees accrued for due diligence work undertaken for a potential
transaction and increased accounting and audit fees recorded in Q4 2017.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity risk is the risk that the Company will encounter difficulty in satisfying financial obligations as they
become due. The Company manages its liquidity risk by forecasting cash flows from operations and
anticipated investing and financing activities. The Company’s objective in managing liquidity risk is to
maintain sufficient readily available reserves in order to meet its liquidity requirements.

As at December 31, 2017, the Company had working deficiency of $21,826 compared to working
deficiency of $291,052 as at December 31, 2016.

As at December 31, 2017, the Company had cash of $24,988 (December 31, 2016 - $1,710) available to
meet short-term business requirements and liabilities of $81,933 (December 31, 2016 - $305,451). The
Company’s accounts payable and accrued liabilities have contractual maturities of less than 30 days and
are subject to normal trade terms. The Company has no long-term debt.

OFF-BALANCE SHEET ARRANGEMENTS

There are no off-balance sheet arrangements.

CONTRACUAL COMMITMENTS

There are no contractual commitments.

TRANSACTIONS WITH RELATED PARTIES

Related parties include the Board of Directors, Executive Officers and any companies owned or controlled
by them.

Compensation of Key Management Personnel
Key management personnel consist of current and former directors and senior management including

current and former President, Chief Executive Officer and Chief Financial Officers. Key management
personnel compensation for the years ended December 31, 2017 and 2016 includes:

December 31, 2017 December 31, 2016
Management fees $ 359,000 $ 67,000

The accounts payable and accrued liabilities of the Company include amounts due to related parties. The
amounts owing are non-interest bearing, unsecured and due on demand and are as follows:

December 31, 2017 December 31, 2016
Key management personnel $ 9,000 $ 17,050




CRITICAL ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of financial statements in accordance with IFRS requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements, and the reported amounts of
revenues and expenses during the reporting period. Significant estimates include accrued liabilities, the
determination of share-based payments and the recoverability of deferred tax assets.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the period in which the estimate is revised if the revision affects only that
period or in the period of the revision and further periods if the review affects both current and future
periods.

Information about critical judgments in applying accounting policies that have the most significant effect of
amounts recognized in the financial statements is included going concern assessment.

RECENT ACCOUNTING PRONOUNCEMENTS

Certain new standards, interpretations and amendments to existing standards have been issued by the
IASB that are mandatory for future accounting periods. Some updates that are not applicable or are not
consequential to the Company may have been excluded from the list below.

The following standard will be effective for annual periods beginning on or after January 1, 2018:

IFRS 9 — Financial Instruments - In November 2009, as part of the IASB project to replace IAS 39
Financial Instruments: Recognition and Measurement, the IASB issued the first phase of IFRS 9 Financial
Instruments that introduces new requirements for the classification and measurement of financial assets.
The standard was revised in October 2010 to include requirements regarding classification and
measurement of financial liabilities. IFRS 9 was subsequently amended in November 2013 to add new
general hedge accounting requirements. The final version of IFRS 9 was issued in July 2014 and adds a
new expected loss impairment model and amends the classification and measurement model for financial
assets by adding a new fair value through other comprehensive income category for certain debt
instruments and additional guidance on how to apply the business model and contractual cash flow
characteristics.

The Company has determined that there is no impact of adoption of IFRS 9 on its financial statements.
FINANCIAL INSTRUMENTS

The classification of the financial instruments as well as their carrying values as at December 31, 2017 is
shown in the table below:

Cash $ 24,988

Financial liabilities measured at amortized cost $ 81,933

a) Fair Value of Financial Instruments

The Company has classified fair value measurements of its financial instruments using a fair value
hierarchy that reflects the significance of inputs used in making the measurements as follows:



b)

Level 1:Valuation based on quoted prices (unadjusted) in active markets for identical assets or
liabilities;

Level 2:Valuations based on directly or indirectly observable inputs in active markets for similar
assets or liabilities, other than Level 1 prices, such as quoted interest or currency exchange rates;
and

Level 3:Valuations based on significant inputs that are not derived from observable market data,
such as discounted cash flow methodologies based on internal cash flow forecasts.

The fair value of cash and accounts payables and accrued liabilities approximates their carrying
value due to their short term maturity.

Management of Risks Arising From Financial Instruments

The Company is exposed to various types of market risks including credit risk, liquidity risk, interest
rate risk and commodity price risk. This is not an exhaustive list of all risks, nor will the mitigation
strategies eliminate all risks listed.

(i) Credit Risk — Credit risk is the risk of financial loss to the Company if a customer or
counterparty to a financial instrument fails to meet its contractual obligations. Financial instruments
that potentially subject the Company to a concentration of credit risk consist primarily of cash and
cash equivalents and amounts receivable. Cash is held with a major Canadian financial institution
and the receivables are from Government entities. Management is of the view that these amounts
are fully collectible.

(i) Liquidity Risk — Liquidity risk is the risk that the Company will not be able to meet its
financial obligations as they fall due. The Company currently settles its financial obligations out of
cash. The ability to do this relies on the Company raising equity financing in a timely manner and
by maintaining sufficient cash in excess of anticipated needs. The Company’s financial obligations
are limited to accounts payable and accrued liabilities, all of which have contractual maturities of
less than a year. The Company is subject to liquidity risk.

(iii) Interest Rate Risk — Interest rate risk is the risk that the fair value or future cash flows of
a financial instrument will fluctuate because of changes in market interest rates. If interest rates
decrease, the Company will generate smaller interest income. Presently, the Company is not at
risk of realizing a loss as a result of a decline in the fair value of its financial instruments as the
Company has no interest-bearing debt and due to the short-term nature of cash investments.

(iv) Commodity Price Risk — The Company’s future success is linked to the price of
minerals, because the value of mineral resources and the Company’s future revenues are tied to
prices of minerals. Worldwide production levels also affect the prices. The prices of minerals are
occasionally subject to rapid short-term changes due to speculative activities.

DISCLOSURE OF INTERNAL CONTROLS

Management has established processes to provide sufficient knowledge to support representations that
reasonable diligence has been exercised to ensure that:

(i)

(ii)

the audited financial statements do not contain any untrue statement of material fact or omit to state a
material fact required to be stated or that is necessary to make a statement not misleading in light of
the circumstances under which it is made, as of the date of and for the periods presented by the
financial statements, and

the audited financial statements fairly present in all material respects the financial condition, results of
operations and cash flow of the Company, as of the date of and for the periods presented.



In contrast to the certificate required for non-venture issuers under National Instrument 52-109,
Certification of Disclosure in Issuers’ Annual and Interim Filings (“NI 52-109”), the Venture Issuer Basic
Certificate does not include representations relating to the establishment and maintenance of disclosure
controls and procedures (“DC&P”) and internal control over financial reporting (“ICFR”), as defined in NI
52-109. In particular, the certifying officers filing this certificate are not making any representations
relating to the establishment and maintenance of:

(i) controls and other procedures designed to provide reasonable assurance that information required to
be disclosed by the issuer in its annual filings, interim filings or other reports filed or submitted under
securities legislation is recorded, processed, summarized and reported within the time periods
specified in securities legislation; and

(i) a process to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with the issuer's GAAP. The
issuer’s certifying officers are responsible for ensuring that processes are in place to provide them
with sufficient knowledge to support the representations they are making in the certificate. Investors
should be aware that inherent limitations on the ability of certifying officers of a venture issuer to
design and implement on a cost effective basis DC&P and ICFR as defined in NI 52-109 may result in
additional risks to the quality, reliability, transparency and timeliness of interim and annual filings and
other reports provided under securities legislation.

MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL STATEMENTS

The information provided in this report, including the financial statements is the responsibility of
Management. In the preparation of these statements, estimates are sometimes necessary to make a
determination of future values for certain assets or liabilities. Management believes such estimates have
been based on careful judgements and have been properly reflected in the accompanying financial
statements.

FORWARD-LOOKING STATEMENTS

Certain sections of this Management Discussion and Analysis may contain forward-looking statements.
Such forward-looking statements involve a number of known and unknown risks, uncertainties and other
factors which may cause the actual results, performance or achievements of the Company to be
materially different from actual future results. The risks, uncertainties and other factors that could
influence actual results are described in the “Risks and Uncertainties” section of this report. The forward-
looking statements contained herein are based on information available as of the date of this report.
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