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NOTICE TO READER 

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a review of 

the interim condensed consolidated financial statements, they must be accompanied by a notice indicating 

that an auditor has not reviewed the financial statements.  

The accompanying interim condensed consolidated financial statements and the notes thereto have been 

prepared by, and are the responsibility of, the management of ARCpoint Inc. These interim condensed 

consolidated financial statements have been prepared in accordance with International Financial Reporting 

Standards using management’s best judgments. 

The Company’s independent auditor has not performed a review of these interim condensed consolidated 

financial statements in accordance with the standards established by the Canadian Institute of Chartered 

Professional Accountants.  

 
November 26, 2024 

 
 
 
 
 
 
 
 
 
 
 
“Signed”  “Signed” 
 
     
John Constantine  Jason Tong  
Chief Executive Officer  Chief Financial Officer 
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Commitments and contingencies (note 17) 
Subsequent events (note 22) 

 
Approved on behalf of the Board: 
 
(Signed) “Felix Mirando”  (Signed) “John Constantine”  
Director  Director  



4 
 

 

 

  

 

 

 
  ARCpoint Inc. 

 

 
  ARCpoint Inc. (formerly RSI International Systems Inc.) 

Interim Condensed Consolidated Statements of (Loss) Income and Comprehensive Loss  Consolidated Statements of Income (Loss) and Comprehensive Loss  
Unaudited (in United States dollars except per share data) (in United States dollars except per share data)  



5 
 

 

ARCpoint Inc.  
Interim Condensed Consolidated Statements of Changes in Shareholders’ Deficiency  
Unaudited (in United States dollars except per share data) 

 

     
 

 
 



  
 

 

 

ARCpoint Inc. 
Interim Condensed Consolidated Statements of Cash Flows 
Unaudited (in United States dollars except per share data) 
 



ARCpoint Inc. 
Notes to Interim Condensed Consolidated Financial Statements 
Unaudited (in United States dollars except per share data) 
For the nine months ended September 30, 2024 and 2023 

 

8 
 

1. Nature of Operations and Going Concern 
 

ARCpoint Inc. (the “Company” or “ARCpoint”, together with its subsidiaries, the “Group”) is a publicly traded health 

care company listed on the TSX Venture Exchange (“TSXV”) under the symbol “ARC”. The Company provides a US-

based franchise system offering drug testing, alcohol screening, DNA and clinical lab testing, corporate wellness 

programs and employment and background screening and other services. ARCpoint Labs was founded in 1998 by 

Felix Mirando, offering drug and alcohol testing to small and medium-sized businesses in Greenville, South Carolina. 

In 2006, the franchise operations were launched and further expanded to a national presence in 2017. ARCpoint 

Group LLC (formerly known as “FJD LLC") (”ARCGL”) was formed as a limited liability company under the Delaware 

Limited Liability Company Act on August 18, 2021. ARCGL completed a reorganization (the “Roll-Up”) with ARCpoint 

Franchise Group LLC (“AFG” or “ARCpoint Franchise”), ARCpoint Corporate Labs LLC (“ACL” or “ARCpoint Corporate 

Labs”), AFG Services LLC (“ASL” or “AFG Services”) and ARCpoint Holdings LLC (“AHL” or ARCpoint Holdings, together 

with AFG, ACL, ASL, the “ARCpoint Operating Subsidiaries”) on September 7, 2021, resulting in ARCGL becoming the 

sole shareholder of the ARCpoint Operating Subsidiaries.  In October 2022, through a series of transactions that 

resulted in the reverse takeover of the Company by the members of ARCGL (the “Transaction”), the Company 

becomes the sole shareholder of ARCGL and the ARCpoint Operating Subsidiaries and changed its name from RSI 

International Systems Inc. to ARCpoint Inc. The Transaction constituted a reverse acquisition of the Company by 

ARCGL, with ARCGL being identified as the accounting acquirer. As a result, these consolidated financial statements 

are a continuation of ARCGL and its subsidiaries. The Company’s results of operations are included from October 25, 

2022, onwards, except for capital which has been retroactively adjusted to reflect the capital of the Company. Refer 

to Note 3. The Company maintains a 29.5% ownership in CRESSO Brands LLC (“Cresso”), a US-based franchise system 

which offers diagnostic testing and employer solutions. 

 

The Company is a corporation existing under the British Columbia Corporations Act. Its head office is located at 101 

North Main Street, Suite 301, Greenville, South Carolina, USA and its registered office is located at Suite 635, 333 

Bay Street, Toronto, Ontario, Canada.  
 

Entity Reorganization 
 

ARCGL and the ARCpoint Operating Subsidiaries completed the Roll-Up on September 7, 2021. The consolidated 

financial statements of the Group include financial position and operations of: 

• ARCpoint Franchise, which is the franchisor of the Group’s independently owned toxicological testing labs. 

ARCpoint Franchise offers comprehensive testing services for businesses and individuals, including drug, 

alcohol and DNA testing, background screenings, plus health and wellness solutions. ARCpoint Franchise 

was formed under the laws of the state of South Carolina in February 2005. 

• AFG Services, which is a software and clinical services company that supports franchise systems along with 

other direct business to business customers. AFG Services provides support in the form of marketing, 

technology, and training to new and existing AFG franchisees. AFG Services was formed under the laws of 

the state of South Carolina in September 2020. 
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1. Nature of Operations and Going Concern (continued)  
 
Entity Reorganization (continued) 
 

• ARCpoint Corporate Labs and its subsidiary, ARCpoint Corporate Labs of Indy LLC (“ACL Indy”), which is a 

vaccine and augmented health services company. It provides diagnostic and toxicology testing, as well as 

vaccines, to businesses and individuals. ARCpoint Corporate Labs was formed under the laws of the state 

of South Carolina in July 2020.  On June 30, 2022, the Group closed the business operations of ACL Indy and 

recorded an impairment loss of $19,299 in 2022 and $99,750 in 2023 in the consolidated statement of 

comprehensive income (loss). 

• ARCpoint Holdings holds the intellectual property of the Group. ARCpoint Holdings was formed under the 

laws of the state of South Carolina in July 2019. 

 

On September 7, 2021, ARCGL acquired all the outstanding membership interests of the ARCpoint Operating 

Subsidiaries and completed the Roll-Up. In exchange, certain members of the ARCpoint Operating Subsidiaries were 

provided units in ARCGL, and the interests of other members were redeemed for cash and notes payable more fully 

described in Note 13.    

 
The Roll-Up transaction by ARCGL and the ARCpoint Operating Subsidiaries is a transaction under common control, 

as ultimately these entities were controlled by the same members before and after the transaction. Therefore, the 

interim condensed consolidated financial statements have been retrospectively recast to reflect ARCGL’s controlling 

interest in the ARCpoint Operating Subsidiaries for all previous periods presented. For the period prior to the 

incorporation of ARCGL, the interim condensed consolidated financial statements reflect the member group’s 

controlling interest in these entities. There is currently no specific guidance on accounting for common control 

transactions under International Financial Reporting Standards (“IFRS”) issued by the International Accounting 

Standards Board (“IASB”). In the absence of specific guidance, the Group elected to apply the “pooling of interests” 

method of accounting. Under “pooling of interests”, the assets and liabilities of the ARCpoint Operating Subsidiaries 

are carried over at their book values with no adjustment made for the acquisition price and prior periods are restated 

as if the common control transaction had occurred at the beginning of the earliest period presented.  

 

On August 20, 2024, the Group completed a transaction with ALTN Holdings LLC to merge the franchise operations 

of both its subsidiary companies, AFG and Any Test Franchising, LLC (“ALTN”), into a new joint venture company, 

CRESSO Brands LLC. ALTN Holdings LLC will own 70.5% of the new entity, with the Group owning the other 29.5%. 

Both ALTN and AFG brands will remain and be managed on a separate basis. ALTN is an arm's-length party and there 

are no finders' fees payable in connection with this transaction. The Group has deconsolidated AFG and will record 

the interest in Cresso as an equity investment going forward.  

 

As of September 30, 2024, the Group had the following wholly owned and controlled subsidiaries: AFG Services, 

ARCpoint Corporate Labs, ARCpoint Holdings and ARCpoint Finance Corp (“ARCpoint Finco”). ARCpoint Corporate 

Labs owns a 90% interest in its subsidiary, ACL Indy.  
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1. Nature of Operations and Going Concern (continued) 
 
Entity Reorganization (continued) 
  

In February 2022, the Group acquired a controlling interest (60%) in Achieve Behavioral Health Greenville, LLC (“ABH 

Greenville”) in partnership with Achieve Behavioral Health, LLC who owns the remaining 40% interest. As of 

December 31, 2023, the Group acquired an additional 8% in ABH Greenville for a total controlling interest of 68%. 

 

In August 2022, Total Reporting, LLC, a subsidiary of the Group newly formed under the laws of Delaware, acquired 

certain business assets. See further discussion in Note 7. 

 

These consolidated financial statements are presented on the basis that the Group will continue as a going concern, 

which contemplates the realization of assets and satisfaction of liabilities in the normal course of business. 

Realization values may be substantially different from the carrying values shown and these consolidated financial 

statements do not give effect to adjustments that would be necessary to the carrying values and classification of 

assets and liabilities should the Group be unable to continue as a going concern. At September 30, 2024, the Group 

had an accumulated deficit of $17,877,890 (December 31, 2023 - $20,197,472) and the Group’s working capital 

deficit was $5,538,875 (December 31, 2023 – working capital deficit of $4,408,654).   

  

The Group has incurred significant operating losses and negative cash flows from operations in recent periods and 

has a working capital deficiency. Whether and when the Group can attain profitability and positive cashflows is 

uncertain. These uncertainties cast significant upon the Group’s ability to continue as a going concern. The Group 

will need to reduce expenditures and raise capital in order to fund its operations. This need may be adversely 

impacted by: a lack of normally available financing, accelerating operational activities, and falling sales per 

franchisee. To address its financing requirements, the Group will seek financing through debt and equity financings 

and asset sales. The outcome of these matters cannot be predicted at this time. See further discussion in Note 17. 

 

2.  Basis of Presentation and New IFRS Pronouncements 

 

(a) Basis of Preparation  

These unaudited interim condensed consolidated financial statements have been prepared in accordance with IAS 

34 – Interim Financial Reporting as issued by the IASB. Accordingly, certain disclosures included in the interim 

consolidated financial statements prepared in accordance with IFRS as issued by the IASB have been condensed or 

omitted and these interim condensed consolidated financial statements should be read in conjunction with the 

Company’s audited consolidated financial statements for the year ended December 31, 2023. 

 

Other than as stated below, these unaudited interim condensed consolidated financial statements follow the same 

accounting policies and methods of application as the most recent audited consolidated financial statements of the 

Company. 

 

The Company’s interim results are not necessarily indicative of its results for a full year. 
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2.  Basis of Presentation and New IFRS Pronouncements 
 

(a) Basis of Preparation (continued) 

The preparation of interim condensed consolidated financial statements in compliance with IFRS requires 

management to make certain critical accounting estimates. It also requires management to exercise judgment in 

applying the Company’s accounting policies. The areas involving a higher degree of judgment of complexity, or areas 

where assumptions and estimates are significant to the interim condensed consolidated financial statements are 

disclosed in Note 3 of the audited consolidated financial statements. The interim condensed consolidated financial 

statements were authorized for issue by the Board of Directors on November 26, 2024. 

 

(b) Basis of measurement 

 

The interim condensed consolidated financial statements have been prepared on the historical cost basis except for 

financial instruments that are measured at fair value through the interim condensed consolidated statement of 

income (loss). The methods used to measure fair values are disclosed in Note 18. 

 

These interim condensed consolidated financial statements are presented in United States Dollars (USD), which is 

the Group’s presentation and functional currency.  

 

(c) New IFRS Pronouncements  

 
Amendments to IAS 16 - Property, Plant and Equipment: Proceeds before Intended Use 

 

We adopted the amendments to IAS 16, Property, Plant and Equipment on January 1, 2022, with retrospective 

application. The amendments prohibit a company from deducting from the cost of property, plant and equipment 

amounts received from selling items produced while the company is preparing the asset for its intended use. 

Instead, a company will recognize such sales proceeds and related costs in profit (loss). On adoption, these 

amendments did not affect our financial results. This amendment did not have a material affect on the 

consolidated financial statements. 
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2.  Basis of Presentation and New IFRS Pronouncements (continued) 
 

(c) New IFRS Pronouncements (continued) 
 

Amendments to IAS 1 - Presentation of Financial Statements 

 

In October 2022, the IASB issued amendments to IAS 1, Presentation of Financial Statements titled Non- current 

liabilities with covenants. These amendments sought to improve the information that an entity provides when its 

right to defer settlement of a liability is subject to compliance with covenants within 12 months after the reporting 

period. These amendments to IAS 1 override but incorporate the previous amendments, Classification of liabilities 

as current or non-current, issued in January 2020, which clarified that liabilities are classified as either current or 

non-current, depending on the rights that exist at the end of the reporting period. Liabilities should be classified as 

non-current if a company has a substantive right to defer settlement for at least 12 months at the end of the 

reporting period. The amendments are effective January 1, 2024, with early adoption permitted. Retrospective 

application is required on adoption. We do not expect these amendments to have a material effect on our financial 

statements. 

 

Effective for annual reporting periods beginning on or after January 1, 2023, the Company adopted the following 

amendments: 

 

Amendment to IAS 1 and IFRS Practice Statement 2 - Disclosure of Accounting Policies  

 

The amendments require that an entity discloses its material accounting policies, instead of its significant accounting 

policies. Further amendments explain how an entity can identify a material accounting policy. We do not expect 

these amendments to have a material effect on our financial statements. 

 

Amendments to IAS 8 - Definition of Accounting Estimates  

The amendments replace the definition of a change in accounting estimates with a definition of accounting 

estimates. Under the new definition, accounting estimates are “monetary amounts in financial statements that are 

subject to measurement uncertainty.” Entities develop accounting estimates if accounting policies require items in 

financial statements to be measured in a way that involves measurement uncertainty. The amendments clarify that 

a change in accounting estimate that results from new information or new developments is not the correction of an 

error. The adoption of these amendments did not have a material impact on the results of its operations and financial 

position. 
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3. Reverse Acquisition of the Company 
 
On October 21, 2022, in accordance with the business combination agreement dated April 27, 2022, as amended 

(the “Business Combination Agreement”), RSI International Systems Inc. (“RSI”), ARCGL, ARCpoint Finco, 

1000151427 Ontario Inc. (“RSI Subco”) and all of the securityholders of ARCGL completed a series of transactions 

that resulted in the reverse takeover of RSI by the members of ARCGL (“the Transaction”). For the purpose of this 

section, the Company before giving effect to the Transaction is hereinafter referred to as “RSI”. 

 

In connection with the Transaction, RSI, RSI Subco and ARCpoint Finco completed a three-cornered amalgamation 

(the “Amalgamation”) pursuant to which RSI Subco amalgamated with ARCpoint Finco. In connection with the 

Amalgamation, each common share of RSI Pubco was exchanged for one common share of the amalgamated entity, 

each common share of ARCpoint Finco was exchanged for one Class A Subordinate Voting Shares (“SVS”) of RSI, and 

each warrant of ARCpoint Finco was exchanged for one SVS purchase warrant of RSI. 

 
Following the Amalgamation, RSI continued its corporate existence from British Columbia to the federal jurisdiction 

under Canada Business Corporations Act (“CBCA”) under the new corporate name “ARCpoint Inc.” The Company 

acquired 25,000 of ARCGL’s Class A Common Units held by Felix Mirando for $2,500,000 by issuing a $2,350,000 

principal amount unsecured 1.88% interest bear promissory note (the “Promissory Note”) with a maturity date of 

April 26, 2031 (the “Leveraged Acquisition”) and paying the remaining $150,000 in cash. Immediately after giving 

effect to the Leveraged Acquisition, the remaining securities of ARCGL were exchanged with the securities of the 

Company as follows: (A) each Class A Common Unit of ARCGL was exchanged for one Class B Proportionate Voting 

Shares (“PVS”), (B) each Class B Common Unit of ARCGL was exchanged for 500 SVS, and (C) each Class B Common 

Unit purchase warrant of ARCGL was exchanged for 500 SVS purchase warrants of ARCGL. 

 

In connection with the Transaction, ARCpoint Finco has satisfied the escrow release conditions of the subscription 

receipt private placement conducted concurrently with the Transaction (the “Private Placement”). The escrowed 

funds, net of the cash commission and expenses payable to the finders and the service fees of the subscription 

receipt agent, has been released to ARCpoint Finco.  

 

Upon completion of the Transaction and at year end, the Company has a total 27,300,744 SVS and 123,894 PVS 

issued and outstanding. Each PVS is convertible into 500 SVS under limited circumstances. Assuming full conversion 

of the PVS into the SVS, the Company will have a total of 89,247,744 SVS issued and outstanding, with 16.56% held 

by former shareholders of RSI, 78.03% held by the former securityholders of ARCGL and 5.42% held by the investors 

of the Private Placement, on a non-diluted basis. In connection with the Transaction, the Company has issued 

561,554 replacement options to the former option holders of RSI, 5,000,000 replacement warrants to the former 

warrant holder of ARCGL, 2,416,868 replacement warrants to the former warrant holders of ARCpoint Finco, and 

45,351 replacement compensation warrants to the former compensation warrantholders of ARCpoint Finco. In 

addition, the Company has reserved 8,012,500 SVS for issuance upon conversion of the Convertible Notes.  

 
 
 
 
 



ARCpoint Inc. 
Notes to Interim Condensed Consolidated Financial Statements 
Unaudited (in United States dollars except per share data) 
For the nine months ended September 30, 2024 and 2023 

 

14 
 

3. Reverse Acquisition of the Company (continued) 
 

Before giving effect to the Transaction, RSI had been concluded as a business with no clear identified input, process 

and output, and management has accordingly identified the Transaction as an asset acquisition as RSI does not meet 

the definition of a business as defined in IFRS 3. ARCGL is considered to have acquired RSI with the Transaction being 

accounted for as a reverse takeover of RSI by ARCGL in accordance with the guidance provided in IFRS 2 Share-based 

Payment and IFRS 3 Business Combinations.  

 

Accordingly, the consolidated financial statements represent a continuation of ARCGL, with the exception that all 

figures as to the number of common units, as well as loss per share in these consolidated financial statements reflect 

the legal capital of RSI at the exchange ratio in the acquisition. In accordance with IFRS 2 since RSI does not qualify 

as a business, for accounting purposes, ARCGL is deemed to be the accounting acquirer in such reverse takeover 

transaction. 

 

Therefore, no goodwill was recorded with respect to the Transaction. The Transaction was measured at the fair value 

of the common shares that ARCGL would have had to issue to the shareholders of RSI, being 14,775,002 common 

shares with a fair value of $4,441,542, and 561,554 stock options of RSI with a fair value of $72,848, to give the 

shareholders of RSI the same percentage of equity interest in the combined entity that results from the reverse 

acquisition had it taken the legal form of ARCGL acquiring RSI. 

  

The fair value of common shares and share warrants issued are estimated based on the financing event which took 

place concurrently to the Transaction at the price of CAD$0.45 per unit (see Note 16). These interim condensed 

consolidated financial statements include the accounts of RSI as at October 25, 2022. 

 

The purchase price was allocated as follows: 
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4. Accounts Receivable, Net 

    
 

Aging analysis of trade receivables is as follows: 

  
 
5. Inventory 
 

The Group’s inventory consists of medical supplies. Inventory impaired that is included in cost of revenue during the 

period ended September 30, 2024 totaled $56,100 (September 30, 2023- $71,520). 

 

 
 

6.   Notes Receivable   
 

On December 23, 2021, the Group issued an unsecured, 1% interest rate per annum note receivable of $250,000 to 

an officer of the Group, which was repaid on April 14, 2022. 

 

On March 31, 2022, ABH Greenville extended a revolving credit loan that bears interest at 1.85% per annum with a 

maturity date of December 31, 2024, to Achieve Behavioral Health, PA (“ABH PA”) pursuant to the terms of a line of 

credit note. Interest payments are due quarterly, and all unpaid interest and principal are due on the maturity date. 

As of September 30, 2024, $Nil was outstanding (2023- $112,600).  

 

The remaining notes receivable consisted of an employee loan and outstanding franchise fees from seven existing 

franchisees, all of which are on demand and are classified as current.  
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6.   Notes Receivable (continued) 

   
 

7.  Intangible Assets 
 
In December 2022, AFG Services LLC acquired from LabSender, LLC a forked copy of the source code for the 

LabSender platform (“the Software Asset”), including all LabSender’s ownership right, title, and interest in and to 

the physical instance of the Software Asset to use for monetization by the Group. The Software Asset provides an 

integrated portal and database for scheduling, sample processing and patient management. It also provides an 

interface with highly complex labs, allowing for the scheduling and management of outsourced testing such as 

testosterone and DNA profiling. The Software Asset is expected to form the core of the Group’s technology solutions, 

providing services to corporate clients and ARCpoint Franchisees, as well as services directly to consumers. The 

purchase price was payable in one installment of $200,000, which occurred at closing on December 16, 2022, and a 

second installment of $200,000 paid on December 18, 2022. The total purchase price and direct customization 

development costs of the Software Asset have been allocated to the Group’s intangible assets.  In January 2023, the 

Software Asset portal was commercially implemented with additional direct development costs capitalized as of 

September 30, 2023. The software development costs incurred, beginning October 1, 2023, are associated with 

maintaining the Group’s implemented innovation and technology initiatives and, therefore, are expensed as 

incurred. Software development costs expensed during the period ended September 30, 2024 totaled $265,687 

(September 30, 2023- $475,525). 

 

In August 2022, Total Reporting, LLC, a subsidiary of the Group newly formed under the laws of Delaware acquired 

from Blueline Services, LLC trademarks and other related intellectual property related to conducting background 

checks, drug testing services and other employment related screening services, for a purchase price of $300,000 (the 

“Total Reporting Acquisition”). The purchase price was payable in two installments of $150,000 in 2022. As such, the 

$300,000 was allocated to the Group’s intangible assets. During the year ended December 31, 2023, the Company 

impaired the remaining carrying amount of $174,932 related to these assets. 

 

In 2021, ACL Indy entered into an asset purchase agreement for Linc Business Development and Diagnostic Inc, an 

Indiana Corporation doing business as ARCPoint Labs of Indianapolis West. The Seller was an owner of one ARCpoint 

Corporate Labs franchised business located at 5035 West 71st Street, Suite I, Indianapolis, IN, USA.  The Group paid 

total cash consideration of $130,000 for 90% of the assets, which consisted of licenses and office supplies, with the 

remaining 10% purchased by an arm’s length third party. During the year ended December 31, 2023, the Company 

impaired the remaining carrying amount of $99,750 related to these assets.  
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7.  Intangible Assets (continued) 

  
 
 8.  Property and Equipment 
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9.   Investment in Associate 
 
On August 20, 2024, the Group completed a transaction with ALTN Holdings LLC to merge the franchise operations 

of both its subsidiary companies, ARCpoint Franchise and Any Lab Test Now (“ALTN”), into a new joint venture 

company, Cresso. ALTN Holdings LLC will own 70.5% of the new entity, with the Group owning the other 29.5%. The 

Group’s interest in Cresso will be recorded as an investment in associate accounted using the equity method. 

 

Due to the change in control, AFG Franchise was consolidated up to August 20, 2024 and resultant deconsolidation 

of ARCpoint Franchise gave rise to a gain on loss of control of $6,314,646 (2023 - $Nil).  

 

Analysis of assets and liabilities over which the Group lost control are noted in the table below: 
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9.   Investment in Associate (continued) 
 

The gain on deconsolidation of ARCpoint Franchise are noted in the table below: 

  
 

The Group’s interest in Cresso is recorded as an investment in an associate accounted for using the equity method 

under IAS 28. 

  
 

The following is the summarized statements of comprehensive income of Cresso for the period of August 20, 2024 

to September 30, 2024: 
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10.   Accounts Payable and Accrued Liabilities 
 

     
 
11.  Right-of-Use Assets and Lease Liabilities   
 
The Group entered into lease agreements for long-term office space and medical equipment during 2021 and 

recognized an initial lease liability of $1,013,790, measured using the present value of the lease payments discounted 

using a range of incremental borrowing rates of 3.9% to 8.4%. The Group entered into lease agreements for long-

term office space during the year ended December 31, 2022, and recognized an initial lease liability of $501,107 

under IFRS 16, measured using the present value of the lease payments discounted using the incremental borrowing 

rates ranging from 6.25% to 10.75%. The Group recorded a right-of-use asset of the same amount which relates to 

long-term office leases. Amortization of the right-of-use asset is calculated using the straight-line method over the 

remaining lease term. In the year ended December 31, 2023, the Group terminated its ACL Indy office lease for 

$80,750, resulting in a gain on retirement of the lease of $157,477 and one ABH Greenville office lease, resulting in 

a gain on retirement of the lease of $25,833. 

 

During the three and nine-month periods ended September 30, 2024, the Group recognized interest expense on the 

lease liability of $10,698 and $31,259 (September 30, 2023- $16,452 and $64,661) and derecognized its AFG office 

lease with the deconsolidation of AFG.  
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11.  Right-of-Use Assets and Lease Liabilities (continued) 

    

   
 
12.  Convertible Loans 
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13.  Notes Payable – Related Party 

 
Notes payable - related party consisted of seven loans with an associate, officers and board members of the Group. 

These loans are unsecured and are payable as cash flow allows, at rates ranging from 1.88% to 10% per annum.  

 

On October 21, 2022, concurrently with the Transaction described in Note 1, the Group provided $150,000 in cash 

and issued a promissory note that bears a 1.88% interest per annum of $2,350,000 with a maturity date of April 26, 

2031, to a board member to acquire 25,000 ARCpoint Class A Common Units.  

 

During the period ended September 30, 2024, the Company entered into non-secured demand loan agreements 

with officers and board members of the Group for $439,980 that bear a simple interest rate of 10% per annum. The 

Group completed a debt settlement agreement with a director of the Company to settle an outstanding debt of 

$110,884 (C$153,565) owed by issuing 1,396,046 SVS at a price of C$0.11 per SVS in full and final satisfaction of the 

debt. 

 

For the nine months ended September 30, 2024, interest expense on these notes were $91,053 (September 30, 2023 

- $46,497).  

 

As at September 30, 2024, an amount of $2,463,862, net of fair value discount, remains outstanding (2023 - 

$1,954,838). As at September 30, 2024, the face value amount of $3,728,797 remains outstanding (2023 - 

$3,320,365). 

  

 

14.  Notes Payable 
 

On September 7, 2021, in connection to the Roll-Up described in Note 1, the Group issued a two-year, 5% interest 

per annum promissory note of $2,552,611 to pay out the minority unitholders of AFG. Under the terms of the 

Redemption Agreement, a portion of the redemption price was paid to the Sellers at the closing of the transactions 

contemplated by the Redemption Agreement, which occurred on September 7, 2021. The Redemption Agreement 

provides that the remainder of the redemption price is to be paid on or before September 7, 2023, provided that 

payment of such remainder will be deferred if and to the extent necessary to comply with South Carolina Code 

Section 33-44-406. Section 33-44-406 generally restricts distributions by a limited liability company to its members 

if the limited liability company would not be able to pay its debts as they become due in the ordinary course of 

business or the company's total assets would be less than the sum of its total liabilities. Given the current net losses, 

the Group has deferred payment until such time the Group is able to make in accordance with Section 33-44-406.  

As at September 30, 2024, $2,334,951 was outstanding (2023 - $2,553,270).  
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14.  Notes Payable (continued) 

 
The Group also entered into an agreement during the year ended December 31, 2023 with one of the arm’s length 

unitholders to restructure $1,062,719 of the note plus accrued and unpaid interest (“the Indebtedness”). Pursuant 

to the terms of the agreement, the Group agreed to issue 1,500,000 Class A SVS at a deemed price of CDN$0.12 per 

share to settle $136,098 (CDN$180,000) of the Indebtedness on December 29, 2023 and to pay $350,000 of the 

Indebtedness to the unitholder in 2024. The Group further agreed that the remaining Indebtedness shall bear a 

simple interest at a rate of 9.6% per annum for a period of two years and shall cease to accrue after the date that is 

two years from the date of the Agreement. Taking into effect the cash and shares paid in this agreement, a change 

in the present value of the outstanding note payable resulted in a gain of $32,899 for the Group. 

 

During the period ended September 30, 2024, the Group entered into an agreement with one of the arm’s length 

unitholders of the AFG minority unitholders note payable to restructure the related interest rate from 5% to 10% 

per annum as of March 1, 2024. Pursuant to the terms of the agreement, the Group agreed to pay an additional 

amount of $23,776 when the remaining redemption price and accrued interest are paid. 
 

During the period ended September 30, 2024, the Company entered into an amended agreement to assign the 

promissory notes from AFG to ARCGL and defer the repayment of the Outstanding Redemption Amount until the 

later of December 28, 2024 and after certain financial metrics are met. 
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15.  Acquisition of Achieve Behavioral Health and Noncontrolling Interests 

 
On February 18, 2022, the Group acquired a 60% equity interest in the business of Achieve Behavioral Health, LLC 

(“ABH”, the transaction is hereinafter referred to as the “ABH Acquisition”) through a series of transactions, pursuant 

to which: (i) ARCGL acquired 60,000 Class B Common Units of ABH Greenville for the purpose of completing the ABH 

Acquisition, for US$640,000; (ii) ABH contributed its non-clinical assets to ABH Greenville in exchange for 40,000 

Class A Common Units of ABH Greenville and earn-out payments up to US$160,000 pursuant to the terms of a 

contribution agreement (the “ABH Contribution Agreement”) dated February 18, 2022 between ABH Greenville, ABH 

and the Members of ABH, being Patrick Hogan and Dr. Jeffrey Harris (collectively, the “ABH Principals”); (iii) ABH 

transferred its clinical assets, including the ABH Clinic that provides the Practice Services, to Achieve Behavioral 

Health, PA (the “ABH PA”), a professional association formed under the laws of Delaware for the purpose of holding 

the clinical assets of ABH in connection with the ABH Acquisition. For purposes of determining the consideration 

paid on acquisition, the inputs used to calculate the earn-out payments cannot be reliably estimated and, therefore, 

was excluded from the purchase price.  ABH PA is wholly owned by a licensed physician and is not an affiliate of the 

Group. ABH was acquired to support and expand the Group’s clinical services and improve the efficiency of its 

operations.  

 

On February 18, 2022, ABH was subsequently dissolved resulting in the ABH Principals each owning 20,000 Class A 

Common Units of ABH Greenville.  

 

After giving effect to the ABH Acquisition, the Group owns 60% of the issued and outstanding Common Units and 

voting interests of ABH Greenville with the ABH Principals each owning 20% of the remaining issued and outstanding 

Common Units and voting interests of ABH Greenville. On October 10, 2022, the Group contributed an additional 

$120,000 with the ABH Principals each contributing $40,000 as per the related Equity Contribution Agreement. These 

transactions resulted in $440,000 of goodwill and $480,000 in a noncontrolling interest for the Group in 2022. 

Noncontrolling interest is based on the fair value of Class A and B outstanding Common Units equalling $10 per Unit. 

Goodwill represents workforce intangible assets, including registered intellectual property that are not separable.  

 

During the year ended December 31, 2023, the Group contributed an additional $320,000 into ABH Greenville, 

increasing its equity interest to 68% with a corresponding dilution of the non controlling interest partners. This 

represented a 13% change ownership interest over the prior year. 

 

In accordance with IAS 36, the Company completed its annual impairment test of goodwill as of December 31, 2023 

and determined the goodwill had an estimated recoverable amount of $Nil and, therefore, was less than its carrying 

value. As a result, $440,000 in impairment was recorded (2022- $Nil).  

 

The following key assumptions were used to determine recoverable amount for the impairment test performed at 

December 31, 2023 were a 20% after-tax discount rate and an annual revenue growth rate of 80%. 

 

The total revenues and net loss for ABH was $216,586 and $1,817,334, respectively, from January 1, 2022. 
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15.  Acquisition of Achieve Behavioral Health and Noncontrolling Interests (continued) 
 

The noncontrolling interests of the Group consisted of the following: 

    
 

The following is the summarized statements of financial position of ACL Indy and ABH Greenville as of September 

30, 2024: 

  
 

   
 

The following is the summarized statements of comprehensive income (loss) of ABH Greenville for the periods ended 

September 30, 2024 and 2023: 
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16.  Share Capital 

 
(a)  Authorized share capital: 

 

The Company is authorized to issue unlimited SVS and PVS, both with no par value. As of September 30, 2024, 

55,609,960 SVS and 123,894 PVS were issued and outstanding. 

 

On January 22, 2024, the Group completed a non-brokered private placement by issuing 11,000,000 SVS at C$0.10 

per SVS for total gross proceeds of $1,100,000. 

 

On July 12, 2024, the Group completed a debt settlement agreement with a director of the Company to settle an 

outstanding debt of $110,884 (C$153,565) owed by issuing 1,396,046 SVS at a price of C$0.11 per SVS in full and 

final satisfaction of the debt. 

 

On July 31, 2024, the Group completed a non-brokered private placement (the “Offering”) for gross proceeds of 

C$1,004,175, through the sale of 13,389,000 SVS of the Group at a price of C$0.075 per SVS. In connection with the 

closing of the Offering, the Company issued 670,900 finder’s SVS (the “Finder’s Shares”), 1,013,900 finder’s warrants 

(the “Finder’s Warrants”) and paid a cash commission of C$60,934 to certain arm’s length finders. Each Finder’s 

Warrant entitles the holder thereof to purchase one Share (a “Finder’s Warrant Share”) at a price of C$0.075 per 

Finder’s Warrant Share until July 31, 2026. The Group incurred additional share issuance costs of $48,764. 

 

(b)   Share options 
 
The Company adopted an omnibus incentive plan (the “Omnibus Plan”), which provides that the Board of Directors 

of the Company may from time to time, in its discretion, and in accordance with the TSX-V requirements, grant to 

directors, officers and employees to the Company and its subsidiaries, restricted share units (“RSU”), performance 

share units (“PSU”), deferred share units (“DSU”, together with RSU and PSU, the “Units”) and non-transferable SVS 

purchase options (the “Options”, together with the Units, the “Awards”).  The maximum number of SVS issuable at 

any time pursuant to outstanding Awards under the Omnibus Plan will be equal to the following: (i) in respect to 

grants of the Options under the Omnibus Plan, 10% of the total number of SVS that are issued and outstanding and 

that may be convertible from the PVS that are then issued and outstanding (the “Issued Shares”) as of the date of 

any Option grant, and (ii) in respect to grants of Units under the Omnibus Plan, 10,210,074 SVS, representing 10% 

of the Issued Shares as of the date of implementation of the Omnibus Plan. 
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16.  Share Capital (continued) 
 

(b)   Share options (continued) 
 
On October 2, 2023, the Company issued 3,440,000 options to current officers, directors and employees of the 

Company. Each option is exercisable to acquire one Class A SVS of the Company at a price of C$0.25 per SVS. The 

options vest in three equal installments on the anniversary of the issue date for each of the three years following 

the issue date with an expiry date of October 2, 2033. The grant date fair value of the Options was $100,703 

(C$138,082), based on the Black-Scholes Option Pricing Model, with the following assumptions: risk free rate 4.26%; 

volatility of 31%; dividend rate 0%; forfeiture rate 0%; and expected life of 10 years. The share-based compensation 

expense recognized in the period ending September 30, 2024 for the vesting of these options was $46,351 

(C$63,217) (2023- $Nil). 

 

On July 18, 2024, the Company issued 2,000,000 options to arm’s length consultants of the Company. Each option is 

exercisable to acquire one Class A SVS of the Company at a price of C$0.12 per SVS. The options vest in eight equal 

quarterly installments for each of the two years following the issue date with an expiry date of July 18, 2029. The 

grant date fair value of the Options was $86,191 (C$118,053), based on the Black-Scholes Option Pricing Model, with 

the following assumptions: risk free rate 3.34%; volatility of 44%; dividend rate 0%; forfeiture rate 0%; and expected 

life of 5 years. The share-based compensation expense recognized in the period ending September 30, 2024 for the 

vesting of these options was $23,730 (C$32,365). 

 

On September 3, 2024, the Company issued 4,720,000 options to current officers, directors, consultants and 

employees of the Company. Each option is exercisable to acquire one Class A SVS of the Company at a price of C$0.12 

per SVS. Of the 4,720,000 options, 920,000 vest in four equal quarterly installments for the year following the issue 

date with an expiry date of September 3, 2034. The remaining 3,800,000 options vest in eight equal quarterly 

installments for each of the two years following the issue date with an expiry date of September 3, 2034. The grant 

date fair value of the Options was $221,320 (C$299,851), based on the Black-Scholes Option Pricing Model, with the 

following assumptions: risk free rate 3.06%; volatility of 37%; dividend rate 0%; forfeiture rate 0%; and expected life 

of 10 years. The share-based compensation expense recognized in the period ending September 30, 2024 for the 

vesting of these options was $32,231 (C$43,960). 

 

During the period ending September 30, 2024, 361,000 options with an exercise price of C$0.25 expired (2023 – Nil). 

Due to the transaction discussed in Note 9, 680,000 options with an exercise price of C$0.25 were cancelled on the 

August 20, 2024 transaction date (2023 – Nil). 
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16.  Share Capital (continued) 
 

(b)   Share options (continued) 
 

The changes in Options during the nine months ended September 30, 2024 and 2023 are as follows: 
 

 
 

Details of options outstanding and exercisable at September 30, 2024 are as follows: 
 

   
 
(c)   Share warrants 
 
ARCpoint Finco issued 45,351 compensation warrants to certain finders in connection with the Private Placement. 

Each compensation warrant was exchanged for one (1) replacement compensation warrant (each, a “Replacement 

Compensation Warrant”) of the Company upon closing fo the Transaction on October 21, 2022. Each Replacement 

Compensation Warrant is exercisable to acquire one (1) SVS of the Company at a price of C$0.45 per SVS for a period 

of two (2) years from the date of issue. The fair value of the warrants issued to finders was $2,548. 

 

In connection with the Private Placement, ARCpoint Finco issued, in aggregate, 2,416,868 warrants (“Unit Warrants”) 

to the investors of the Private Placement. Each Unit Warrant was exchanged for one (1) replacement unit warrant 

(each, a “Replacement Unit Warrant”) of the Company upon closing of the Transaction on October 21, 2022. Each 

Replacement Unit Warrant is exercisable to acquire one (1) SVS of the Company at a price of C$0.675 per SVS for a 

period of three (3) years from the date of issue.  

 

On July 31, 2024, the Company extended the expiry date of five million share purchase warrants from December 31, 

2024, to December 31, 2026. On December 16, 2021, ARCGL issued 10,000 warrants to ARCGL security holders. 

Following the completion of the Company's reverse takeover transaction on October 21, 2022, the 10,000 ARCGL 

warrants were exchanged for 5,000,000 of the Company’s warrants. Each warrant entitles the holder thereof to 

acquire a SVS at a price of C$0.16 per SVS. 
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16.  Share Capital (continued) 
 

(c)   Share warrants (continued) 
 

On July 31, 2024, in connection with the closing of the private placement, the Group issued 1,013,900 finders' 

warrants, which are exercisable to acquire one (1) SVS of the Company at a price of C$0.075 per SVS for a period of 

two years from the date of issue. The fair value of the warrants issued to finders was $21,061 (C$29,082). 

 

The changes in warrants during the nine months ended September 30, 2024 and 2023 are as follows: 
 

 
 

Details of warrants outstanding and exercisable as at September 30, 2024 are as follows: 
 

 
 
(d)   Restricted Share Units, Performance Share Units and Deferred Share Units 
 
On October 21, 2022, the Company awarded 353,000 RSUs to certain directors and officers of the Company. Each 

RSU were able to be settled for one SVS after such RSU vests on October 21, 2023 (which were subsequently settled 

on November 28, 2023). The fair value of the RSUs recognized during the period ended September 30, 2024, included 

in share-based compensation expense was $Nil (2023 - $54,323 (C$71,770)). 

 
On October 2, 2023, the Company awarded 555,000 RSUs to a director and officer of the Company pursuant to the 

Omnibus Plan. Each RSU can be settled for one SVS after such RSU vests on October 2, 2024. The fair value of the 

RSUs recognized during the period ended September 30, 2024, included in share-based compensation expense was 

$39,707 (C$54,014) (2023 - $Nil). 

 



ARCpoint Inc. 
Notes to Interim Condensed Consolidated Financial Statements 
Unaudited (in United States dollars except per share data) 
For the nine months ended September 30, 2024 and 2023 

 

30 
 

17.  Commitments and Contingencies 

 

(a) Franchisor obligation agreements 

To provide services, benefits, and rights in connection with franchisees’ ARCpoint Labs Onsite and Online 

Operations, as well as the services, benefits, and rights in connection with franchisees’ Lab Operations. 
 

(b) Capital and other commitments 

There were no capital or other commitments at the current or prior year end in addition to the lease 

commitments disclosed above. 

 
18.  Capital Management 
 
The Group's policy is to maintain a strong capital base so as to maintain investor and creditor confidence and to 

sustain future development of the business. The capital structure of the Group consists of the aggregate of short-

term and long-term debt, deferred revenue, members’ capital, reserves, and deficit. 

 

The Group manages its capital structure and makes adjustments to it in light of economic conditions and externally 

imposed capital requirements. The Group, upon approval from its Board of Directors, will make changes to its capital 

structure as deemed appropriate under the specific circumstances. The current objectives are to safeguard the 

Group’s ability to continue as a going concern, provide financial capacity and flexibility to meet its strategic objectives 

and provide an adequate return to unitholders commensurate with the level of risk. There were no changes in the 

Group's approach to capital management during the period ending September 30, 2024.   

 

19.  Financial Instruments 

(a) Financial assets and liabilities  

Financial instruments are measured at amortized cost or fair value. Fair value represents the estimated amounts at 

which financial instruments could be exchanged between knowledgeable and willing parties in an arm’s length 

transaction. Determining fair value requires management judgment.  

 

As of September 30, 2024, and December 31, 2023, the carrying values of cash, cash equivalent and restricted cash, 

accounts receivable, notes receivable, short term portion of lease liabilities, accounts payable, and notes payable 

approximate their fair value due to their ability to be promptly liquidated and their short term to maturity.  

 

Financial instruments are analyzed using the following hierarchy that reflects the significance of the inputs used in 

making the measurements: 

• Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities. 

• Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, 

either directly (i.e., as prices) or indirectly (i.e., derived from prices); and 

• Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs). 
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19.  Financial Instruments (continued) 
 

(b)  Financial risk management (continued) 

 

The Group’s convertible debt are measured based on unobservable inputs and are considered Level 3 instruments. 

The Group’s all other financial assets and liabilities are carried at amortized cost and are considered Level 2 

instruments, because while observable prices and inputs are available, they are not quoted in an active market. There 

has not been any transfer between fair value hierarchy levels during the periods ended September 30, 2024 and 2023. 

 

The Group has exposure to the following risks from its use of financial instruments: 

• credit risk 

• liquidity risk 

• currency risk 
 

(i) Credit risk 

 

The Group's financial instruments that are exposed to concentrations of credit risk are primarily cash. Credit risk 

pertaining to cash relates primarily to deposits in banks that, at times, exceed the federally insured limit of $250,000. 

Management does not believe a significant risk of concentration exists with respect to these balances at September 

30, 2024. 

 

(ii)  Liquidity risk  
 

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial 

liabilities that are settled by delivering cash or another financial asset. The Group constantly monitors its operations 

and cash flows to ensure that current and future obligations will be met when due. 

 

The maturities of the Group’s financial liabilities are as follows: 
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19.  Financial Instruments (continued) 
 

(c)  Currency risk 

 
Foreign currency risk is the risk that the fair values of future cash flows of a financial instrument will fluctuate because 

they are denominated in currencies that differ from the respective functional currency. 

 

The Group is exposed to foreign currency risk on fluctuations related to cash and accounts payable and accrued 

liabilities that are denominated in Canadian dollars (“CAD”). At September 30, 2024, the Group holds cash of 

C$35,853 (2023 - C$93,119) in CAD bank accounts. A 1% change in foreign exchange rates would have an effect of 

C$479 (2023 - C$1,219) on foreign currency. During the period ended September 30, 2024, the Company had a 

foreign exchange loss of $2,192 (September 30, 2023 – loss of $855). 

 

20.  Related Party Transactions 
 

Transactions between the Company and its subsidiaries, which are related parties of the Company, have been 

eliminated on consolidation and not disclosed in this note. The following table discloses the compensation amount 

of the Board of Directors and key management personnel in the ordinary course of their employment recognized as 

an expense during the reporting periods. Key management personnel have authority and responsibility for 

overseeing, planning, directing, and controlling the activities of the Group and consist of the Group’s executive 

officers.  The Group’s key management consists of its officers and directors.  

 

Key management compensation for the periods ended September 30, 2024 and 2023 is as follows:  

 

Compensation of the key management personnel includes salaries and non-cash benefits. 

 

As of September 30, 2024, accounts payable amounts owing to related parties are $193,291 (2023 - $54,495). 
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21.  Segmented Information 
 

Operating segments  

 

The majority of the Group’s revenue is derived through two operating segments, which each represent a reportable 

segment. Management has separated reporting segments by the types of products and services it derives its revenue 

from. These include: 

 

(i) ARCpoint Franchise - This segment’s revenue consists primarily of royalties and Brand Fund contributions 

based on a percentage of sales reported by franchise labs. Revenue generated from this segment also 

includes franchise fees paid by franchisees and initial clinical, training and technology setup fees paid by 

new franchisees. As a result of the transaction discussed in Note 9, ARCpoint Franchise is no longer an 

operating segment of the Group at September 30, 2024. 

 

(ii) AFG Services - This segment’s revenue consists primarily of clinical testing and software services that 

support the Group’s franchise systems. Revenue generated from this segment also includes diagnostic 

testing kits sold to franchisees as well as other direct business to business customers. 

 
(iii) Other - This segment’s revenue consists of corporately held ARCpoint Lab franchises. This segment's 

expenses include all corporate related expenses and assets and expenses related to ABH Greenville. 

 

A breakdown of revenues and expenses for each operating and reporting segment for the periods ended September 

30, 2024 and 2023 is as follows: 
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21.  Segmented Information (continued) 
 

Operating segments (continued) 

 
A breakdown of non-current assets for each operating segment as of September 30, 2024 and December 31, 2023 
is as follows: 

   

 
 

A breakdown of total assets and total liabilities for each operating segment as of September 30, 2024 and December 

31, 2023, is as follows: 
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22.  Subsequent Events  

Subsequent to period end, 280,000 RSUs were exercised by an officer of the Company. 

Subsequent to period end, 45,351 warrants with an exercise price of C$0.45 expired. 

Subsequent to period end, the Group issued 2,000,000 Deferred Share Units (“DSUs”) to a director of the Company 

(the “Participant”). Each vested DSU shall entitle the Participant to one (1) SVS. The expiry of the DSUs would be the 

earlier of: (i) the last Business Day that is one year from the date on which the Participant receiving the DSU ceases 

to be a director, officer, employee or Consultant of the Corporation or any of its Subsidiaries, or (ii) the Business Day 

preceding December 31 of the calendar year following the calendar year during which such Participant ceases to be 

a director, officer, employee or Consultant of the Corporation or any of its Subsidiaries. 

 

 

 


