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Three months ended March 31, 2024 and 2023



March 31, December 31,
2024 2023

Assets
Current assets:

Cash $7,908,036 $6,015,184
Restricted cash 89,574 93,840
Trade and other receivables (note 4) 11,019,206 14,175,352
Lease receivable (note 6) 586,512 595,961
Income taxes receivable 423,438 797,465
Prepaid expenses 929,384 804,692
Derivative instruments — 51,303

20,956,150 22,533,797

Property and equipment 682,947 754,293
Right-of-use asset (note 6) 1,985,714 2,123,739
Intangible assets (note 7) 48,580,701 52,480,458
Goodwill 52,635,164 52,635,164
Other assets 276,752 283,278
Deferred tax asset 20,962,918 21,786,506
Lease receivable (note 6) 198,645 354,288

Total assets $146,278,991 $152,951,523

Liabilities and Shareholders' Equity
Current liabilities:

Accounts payable and accrued liabilities $4,747,967 $5,563,354
Income taxes payable 319,915 229,770
Derivative instruments 4,365 —
Deferred revenue 1,265,848 1,157,049
Current portion of long-term debt (note 8) 3,427,094 3,614,396
Lease liability (note 6) 1,219,917 1,227,160

10,985,106 11,791,729

Long-term debt (note 8) 51,530,891 54,431,100
Lease liability (note 6) 1,891,778 2,248,029
Deferred tax liability 2,573,159 3,609,683
Other long-term liabilities 185,925 185,399
Total liabilities 67,166,859 72,265,940

Shareholders' equity:
Share capital (note 9) 167,347,166 167,705,234
Contributed surplus (note 10) 22,532,673 22,435,738
Accumulated other comprehensive loss (119,249) (145,494)
Deficit (110,648,458) (109,309,895)

79,112,132 80,685,583
Subsequent events (note 16)

Total liabilities and shareholders' equity $146,278,991 $152,951,523

See accompanying notes to condensed consolidated interim financial statements.
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Three Months Ended March 31,
2024 2023

Revenue (notes 5 and 15) $14,723,444 $12,871,812

Operating expenses:
Wages and consulting 6,940,033 8,342,825
Share-based compensation (note 10) 421,241 1,068,356
Platform and technology 1,543,535 2,005,207
General and administrative 1,192,625 1,083,415
Depreciation and amortization (notes 6 and 7)  4,564,628 6,507,624
Adjustment to contingent considerations — (1,051,222)

14,662,062 17,956,205

Operating income (loss) 61,382 (5,084,393)

Other expenses:
Gain on sale of assets (3,620) (789)
Net interest expense (note 12) 1,162,932 1,115,472
Gain on investments (16,398) —
Foreign exchange loss 27,380 32,443

1,170,294 1,147,126

Loss before income taxes (1,108,912) (6,231,519)

Income tax expense (recovery)
Current 88,618 110,536
Deferred (212,937) (1,844,515)

(124,319) (1,733,979)

Net loss ($984,593) ($4,497,540)

Other comprehensive income (loss)

Items that may be reclassified to net loss:
Foreign currency differences on translation of foreign operations 26,245 (22,337)

Total comprehensive loss ($958,348) ($4,519,877)

Loss per share (note 13):

Basic ($0.05) ($0.21)
Diluted (0.05) (0.21)

See accompanying notes to condensed consolidated interim financial statements.
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Multiple Voting Shares ("MVS") Subordinate Voting Shares ("SVS")

Number of 
shares Amount Number of 

shares Amount Contributed 
surplus

Accumulated 
other 

comprehensive 
loss

Accumulated 
deficit Total

Balance as at December 31, 
2022 2,957,265 $7,191,707 18,268,004 $153,367,399 $25,306,872 ($86,145) ($104,284,249) $81,495,584
Net loss — — — — — — (4,497,540) (4,497,540)
Foreign currency differences on 
translation of foreign operations — — — — — (22,337) — (22,337)
Other adjustments — — — — — — (74,690) (74,690)
Share-based compensation — — — — 1,068,612 — — 1,068,612
Shares issued on exercise of 
vested RSUs — — 115,939 1,212,561 (1,212,561) — — —
Net settlement of tax liabilities on 
RSUs — — — — (29,353) — — (29,353)
Balance as at March 31, 2023 2,957,265 $7,191,707 18,383,943 $154,579,960 $25,133,570 ($108,482) ($108,856,479) $77,940,276

Multiple Voting Shares ("MVS") Subordinate Voting Shares ("SVS") 

Number of 
shares Amount Number of 

shares Amount Contributed 
surplus

Accumulated 
other 

comprehensive 
loss

Accumulated 
deficit Total

Balance as at December 31, 
2023 2,957,265 $7,191,707 18,667,040 $160,513,527 $22,435,738 (145,494) ($109,309,895) $80,685,583
Net loss — — — — — — (984,593) (984,593)
Foreign currency differences on 
translation of foreign operations — — — — — 26,245 — 26,245
Share-based compensation (note 
10) — — — — 421,241 — — 421,241
Repurchase of share capital for 
cancellation (note 9) — — (42,000) (682,374) — — 449,148 (233,226)
Share repurchase commitment 
under the ASPP (note 9) — — — — — — (803,118) (803,118)
Shares issued on exercise of 
vested RSUs (notes 9 and 10) — — 36,757 324,306 (324,306) — — —
Balance as at March 31, 2024 2,957,265 $7,191,707 18,661,797 $160,155,459 $22,532,673 ($119,249) ($110,648,458) $79,112,132

See accompanying notes to condensed consolidated interim financial statements.
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Three Months Ended
March 31,

2024 2023
Cash provided by (used in):

Operating activities:
Net loss ($984,593) ($4,497,540)
Items not involving cash:

Depreciation and amortization 4,564,628 6,507,624
Net interest expense (note 12) 1,162,932 1,115,472
Gain on sale of assets (3,620) (789)
Gain on sale of investments (16,398) —
Unrealized loss in derivative instruments 55,668 702
Income tax recovery (124,319) (1,733,979)
Adjustment to contingent considerations — (1,051,222)
Share-based compensation (note 10) 421,241 1,068,612

5,075,539 1,408,880
Change in non-cash operating assets and liabilities (note 11) 1,443,964 3,698,468
Interest paid (1,162,852) (1,031,189)
Income tax received (paid) 377,086 (43,935)

5,733,737 4,032,224

Financing activities:
Repayment of term loan (note 8) (625,000) (625,000)
Proceeds from issuance of revolving loan (note 8) — 15,000,000
Repayment of revolving loan (note 8) (2,375,000) (3,000,000)
Repurchase of share capital for cancellation (note 9) (233,226) —
Lease payments (note 6) (360,982) (383,820)
Proceeds from sublease (note 6) 150,078 149,565
Proceeds from leasehold improvement allowance (note 6) — 106,426

(3,444,130) 11,247,171

Investing activities:
Additions to property and equipment and intangible assets (434,611) (545,449)
Proceeds from sale of assets 4,114 9,424
Proceeds from sale of investments 16,398 —
Payment of contingent considerations — (15,000,000)

(414,099) (15,536,025)

Increase (decrease) in cash 1,875,508 (256,630)

Cash, beginning of the period 6,015,184 8,766,769

Change in restricted cash balances 4,266 25,098
Effect of movement of exchange rates on cash and restricted cash held 13,078 (56,150)

Cash, end of period $7,908,036 $8,479,087

See accompanying notes to condensed consolidated interim financial statements.
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1. Organization and nature of operations:

VerticalScope Holdings Inc. (and its wholly owned subsidiaries (together the "Company" or 
"VSHI")) was incorporated on November 19, 2012 under the Ontario Business Corporation Act. 
The Company is a technology company that has built and operates a cloud-based digital 
community platform for online enthusiast communities. The Company's headquarters and 
registered office is located at 111 Peter Street, Suite 600, Toronto, Ontario M5V 2H1. The 
Company is listed on the Toronto Stock Exchange (TSX: FORA).

2. Basis of presentation:

(a) Statement of compliance:

These unaudited condensed consolidated interim financial statements ("Interim Financial 
Statements") have been prepared in accordance with IFRS Accounting Standards as issued by 
the International Accounting Standards Board ("IASB"). They do not include all the information 
required for a complete set of financial statements prepared in accordance with IFRS 
Accounting Standards and should be read in conjunction with the annual consolidated financial 
statements of the Company for the year ended December 31, 2023. Selected explanatory notes 
are included to explain events and transactions that are significant to an understanding of the 
changes in the Company's financial position and performance since the last annual 
consolidated financial statements as at and for the year ended December 31, 2023. These 
consolidated financial statements are presented in US dollars, which is the Company's 
functional currency.

These Interim Financial Statements were approved and authorized for issuance by the Board of 
Directors on May 7, 2024.

(b) Basis of consolidation:

These Interim Financial Statements include the accounts of VerticalScope Holdings Inc., and its 
subsidiaries. Balances and transactions between VerticalScope Holdings Inc. and its 
subsidiaries have been eliminated upon consolidation. 

(c) Use of estimates and judgments:

The preparation of consolidated financial statements often involves management's judgment 
and the use of estimates and assumptions deemed to be reasonable at the time they are made.  
The Company reviews estimates and underlying assumptions on an ongoing basis. Revisions 
are recognized in the year in which the estimates are revised and may impact future years as 
well. Other results may be derived with different judgments or using different assumptions or 
estimates and events may occur that could require a material adjustment. 

Areas in these Interim Financial Statements requiring the use of management estimates and 
judgments include the expected credit losses on trade and other receivables, the recognition of 

VERTICALSCOPE HOLDINGS INC.
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government grants including investment tax credits and receivables, valuation of long-lived 
assets, the determination of the estimated useful lives of property and equipment, right-of-use 
assets and intangibles assets, inputs used in the determination of the fair value of share option 
grants, the determination of the incremental borrowing rate and lease term for lease contracts 
for right of use assets and lease contract liability, and deferred income taxes.

Areas requiring the use of significant management estimates and judgements are:

(i) Impairment of long-lived assets, including goodwill

When long-lived assets including goodwill are tested for impairment, the determination of the 
assets' recoverable amount involves the use of estimates. The recoverable amount is based on 
the higher of the fair value of the assets less costs of disposal and value-in-use, which is 
determined using discounted cash flow models. The significant assumptions used by the 
Company in estimating the value-in-use of the VerticalScope cash-generating unit ("CGU") 
include estimated cash flows, discount rate, and long-term growth rate.

(ii) Internally generated intangibles

Management exercises significant judgment in determining whether an item meets the criteria 
in the definition of an intangible asset which, in part, requires that the software is technically 
feasible, future economic benefits are probable, and the Company intends to and has sufficient 
resources to complete development and to use or sell the asset. Judgment is required to 
distinguish those expenditures that develop the business, which cannot be capitalized as 
intangible assets and are expensed in the years incurred.

(d) Measurement uncertainty:

The Company continues to monitor the conflict in Israel and potential impacts the conflict could 
have on the Company’s personnel and business in Israel and the recorded amounts of assets 
and liabilities related to the Company’s operations in Israel, specifically HomeTalk IL 
Development Ltd., the Company's subsidiary in Israel. The extent to which the conflict may 
impact the Company’s personnel, business and activities will depend on future developments 
which remain highly uncertain and cannot be predicted. It is possible that the recorded amounts 
of assets and liabilities related to the Company’s operations in Israel could change materially in 
the near term.

3. Material accounting policies:

These Interim Financial Statements have been prepared using the accounting policies outlined in 
note 3 of the audited consolidated financial statements as at and for the year ended December 
31, 2023, except the following:

 
(a)  Amendments to IAS 1 - Classification of Liabilities as Current or Non-current, and Non-
current Liabilities with Covenants

VERTICALSCOPE HOLDINGS INC.
Notes to Condensed Consolidated Interim Financial Statements
(In US dollars, except per share amounts and as otherwise indicated)
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The amendments clarify that the classification of liabilities as current or non-current is 
based solely on a company’s right to defer settlement for at least 12 months at the reporting 
date. The right needs to exist at the reporting date and must have substance. 

Only covenants with which a company must comply on or before the reporting date may 
affect this right. Covenants to be complied with after the reporting date do not affect the 
classification of a liability as current or non-current at the reporting date. However, 
disclosure about covenants is now required to help users understand the risk that those 
liabilities could become repayable within 12 months after the reporting date.

The amendments also clarify that the transfer of a company’s own equity instruments is 
regarded as settlement of a liability. If a liability has any conversion options, then those 
generally affect its classification as current or non-current, unless these conversion options 
are recognized as equity under IAS 32, Financial Instruments: Presentation.

The amendments are applied retrospectively for annual periods beginning on or after 
January 1, 2024. The adoption of the amendments to this standard did not have a material 
impact on the Interim Financial Statements in the current period.

Recently issued accounting pronouncements not yet effective:

(a)  Amendments to IAS 21 - The Effects of Changes in Foreign Exchange Rates

The amendments clarify when a currency is exchangeable into another currency and how a 
company estimates a spot rate when a currency lacks exchangeability. 

A currency is exchangeable into another currency when a company is able to exchange 
that currency for the other currency at the measurement date and for a specified purpose. 
When a currency is not exchangeable, a company needs to estimate a spot rate.

A company’s objective when estimating a spot rate is only that it reflects the rate at which 
an orderly exchange transaction would take place at the measurement date between 
market participants under prevailing economic conditions. The amendments contain no 
specific requirements for estimating a spot rate. Therefore, when estimating a spot rate a 
company can use an observable exchange rate without adjustment; or another estimation 
technique.

Under the amendments, companies will need to provide new disclosures to help users 
assess the impact of using an estimated exchange rate on the financial statements.

The amendments are applied prospectively for annual periods beginning on or after 
January 1, 2025. The Company is currently evaluating the impact of these amendments 
and do not expect the amendments to have a material impact on the Interim Financial 
Statements.

VERTICALSCOPE HOLDINGS INC.
Notes to Condensed Consolidated Interim Financial Statements
(In US dollars, except per share amounts and as otherwise indicated)
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 (b)  Amendments to IAS 1 - Presentation and Disclosure in Financial Statements

In April 2024, the IASB issued IFRS 18 Presentation and Disclosure in Financial 
Statements. IFRS 18 replaces IAS 1 Presentation of Financial Statements and sets out 
requirements for the presentation and disclosure of information in general purpose financial 
statements. 

The standard applies to annual reporting periods beginning on or after January 1, 2027 and 
is to be applied retrospectively, with early adoption permitted. The Company is currently 
evaluating the impact of these amendments and do not expect the amendments to have a 
material impact on the Interim Financial Statements.

4. Trade and other receivables:

March 31, December 31,
2024 2023

Trade accounts receivable $10,470,035 $13,147,964
Investment tax credits recoverable 341,878 341,964
Sundry receivables 207,293 685,424

$11,019,206 $14,175,352

5. Revenue from contracts with customers:

    Disaggregation of revenue:

The main sources of the Company's revenue are as follows:

Three Months Ended
March 31,

2024 2023

Digital advertising $12,473,431 $9,896,569
E-commerce 2,250,013 2,975,243
Revenue $14,723,444 $12,871,812

6. Right-of-use assets and lease liability:

The following reconciles the right-of-use asset as at March 31, 2024:

Right-of-use asset March 31, 2024

Balance, December 31, 2023 $2,123,739
Modifications to lease contracts 21,396
Depreciation (159,421)
Balance, March 31, 2024 $1,985,714

VERTICALSCOPE HOLDINGS INC.
Notes to Condensed Consolidated Interim Financial Statements
(In US dollars, except per share amounts and as otherwise indicated)
For the three months ended March 31, 2024 and 2023
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The following reconciles the lease liability as at March 31, 2024:

Lease liability March 31, 2024

Balance, December 31, 2023 $3,475,189
Modifications to lease contracts 21,396
Interest expense 44,881
Foreign exchange (68,789)
Lease payments (360,982)
Balance, March 31, 2024 $3,111,695

Current $1,219,917
Non-current 1,891,778

$3,111,695

On July 14, 2021, the Company entered into an agreement to sublet a portion of its Toronto office 
space to a subtenant from November 1, 2021 to July 30, 2025. The sublease resulted in the 
derecognition of the right-of-use assets associated with the Toronto office space and current and 
non-current receivables set up for the sublease receipts.  The discounted current and non-current 
lease receivables at March 31, 2024 were $586,512 and $198,645 (December 31, 2023 - 
$595,961 and $354,288) respectively.

7. Acquired and other intangible assets:

Websites / 
Trade Names

Acquired 
content

Customer 
relationships Software Total

Cost
Balance, December 31, 2022 $156,204,796 $93,720,157 $40,924,430 $56,662,961 $347,512,344
Additions arising from internal 
development — — — 2,159,442 2,159,442

Disposals (211,000) — — — (211,000)
Balance, December 31, 2023 155,993,796 93,720,157 40,924,430 58,822,403 349,460,786
Additions arising from internal 
development — — — 409,747 409,747

Balance, March 31, 2024 $155,993,796 $93,720,157 $40,924,430 $59,232,150 $349,870,533

Accumulated amortization
Balance, December 31, 2022 $138,246,059 $92,937,653 $25,432,604 $20,316,040 $276,932,356
Amortization 5,050,251 782,504 4,489,934 9,936,283 20,258,972
Disposals (211,000) — — — (211,000)
Balance, December 31, 2023 143,085,310 93,720,157 29,922,538 30,252,323 296,980,328
Amortization 936,977 — 962,000 2,410,527 4,309,504

Balance, March 31, 2024 $144,022,287 $93,720,157 $30,884,538 $32,662,850 $301,289,832

Carrying amounts
December 31, 2023 $12,908,486 $— $11,001,892 $28,570,080 $52,480,458
March 31, 2024 11,971,509 — 10,039,892 26,569,300 48,580,701

VERTICALSCOPE HOLDINGS INC.
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The Company capitalized third party costs of $1,320 for the three months ended March 31, 2024, 
($47,428 for the three months ended March 31, 2023) and internal costs of $408,427 for the three 
months ended March 31, 2024, ($472,143 for the three months ended March 31, 2023) in relation 
to a community platform for the Company's forum sites. These costs were capitalized to software.

8. Long-term debt:

Term Loan Revolving Loan Total

Balance, December 31, 2023 $44,522,706 $13,522,790 $58,045,496
Payments (1,490,914) (2,671,938) (4,162,852)
Interest and accretion 821,400 253,941 1,075,341

Balance, March 31, 2024 43,853,192 11,104,793 54,957,985
Current portion of long-term debt 2,554,973 872,121 3,427,094
Non-current portion of long-term debt $41,298,219 $10,232,672 $51,530,891

On October 5, 2017, the Company entered into a credit agreement with Capital One, National 
Association ("Capital One"), as successor from Antares Capital LP (the "Original Credit 
Agreement"), which provided for credit facilities consisting of a revolving credit facility of 
$20,000,000, a term loan of $110,000,000, and a delayed draw term loan of $70,000,000, each 
bearing interest at a floating rate of LIBOR plus a margin determined by the Company's net 
leverage ratio and expiring on October 4, 2022. 

On December 20, 2019, the Company and Capital One entered into an amendment to the 
Original Credit Agreement (the "First Amendment"), which increased the amortization to 7.5% per 
annum, maximum total net leverage to 4.50x, and minimum fixed charge coverage ratio to 1.05x. 
On May 25, 2021, the Company and Capital One entered into a second amendment to the 
Original Credit Agreement (the "Second Amendment"), which provided for certain amendments to 
the event of default related to a “Change of Control” (as defined in the Original Credit Agreement). 

On June 24, 2021, the Company and Capital One entered into an amended and restated credit 
agreement (the "A&R Credit Agreement"). As of the effective date of the A&R Credit Agreement, 
the term loan and the delayed draw term loan were restated into a single term loan of 
$50,000,000 (the "Term Loan"), repayable in quarterly installments at an annual amortization rate 
of 5%, and the revolving loan was restated to $75,000,000 (the "Revolving Loan" or "Revolver"), 
with each maturing five years after the effective date. The maximum total net leverage ratio is 
4.00x, with such ratio reducing by 0.25 percentage points each fiscal year beginning with the 
fiscal year ended December 31, 2022, to 3.0x for the fiscal year ended December 31, 2025 and 
the minimum fixed charge coverage ratio is 1.25x upon close and thereafter. All outstanding loans 
bear a floating interest of US dollar LIBOR plus a margin, which is determined by the total net 
leverage ratio, with a maximum margin of 3.25% and a minimum margin of 2.25%. 
 

VERTICALSCOPE HOLDINGS INC.
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On May 18, 2023, the Company and Capital One entered into an amended credit agreement 
referred to as the "Amended Credit Agreement" or "Credit Facility". This amendment replaces 
LIBOR with Adjusted Term SOFR as the benchmark interest rate effective July 1, 2023.

The Company made repayments including interest of $4,162,852 during the three months ended 
March 31, 2024 against the long-term debt (during the three months ended March 31, 2023 - 
$4,656,189).

The Company is required to pay a quarterly commitment fee for the total undrawn amount of the 
Revolver. As at March 31, 2024, the fee was 0.25% per annum. The fee is dependent on the 
Company's total net leverage ratio as set forth in the Amended Credit Agreement. 

During the three months ended March 31, 2024, the total interest and expenses incurred on long-
term debt was $1,075,341 (three months ended March 31, 2023 - $1,022,067).

As at March 31, 2024, the Company had principal outstanding of $54,000,000 under its Amended 
Credit Agreement with $64,125,000 available to borrow from its Revolver. The Company also had 
accrued interest of $957,985 at March 31, 2024 (December 31, 2023 - $1,045,496).     

Principal repayments required on the Credit Facility are due as follows:

2024 2025 2026

Term Loan  1,875,000  2,500,000  38,750,000 
Revolving loan  —  —  10,875,000 

 9. Share capital:

Voting Shares
MVS SVS

Amount Amount

Balance as at December 31, 
2022 2,957,265  $7,191,707 18,268,004  $153,367,399 

Shares issued on exercise of 
vested RSUs — — 115,939 1,212,561

Balance as at March 31, 2023 2,957,265 $7,191,707 18,383,943 $154,579,960

Balance as at December 31, 
2023 2,957,265 7,191,707 18,667,040 160,513,527
Repurchase of share capital for 
cancellation — — (42,000) (682,374)
Shares issued on exercise of 
vested RSUs — — 36,757 324,306
Balance as at March 31, 2024 2,957,265 $7,191,707 18,661,797 $160,155,459

On August 16, 2023, the Company renewed their NCIB, to purchase up to 920,374 of its SVS in 
the open market for cancellation. Under the NCIB, the Company may acquire up to 5,033 shares 
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per day, subject to certain exceptions, including block purchase exceptions. All shares purchased 
by the Company under the NCIB will be canceled. Purchases will conclude on the earlier of the 
date on which the Company has purchased the maximum number of shares under the NCIB and 
August 15, 2024. 

Pursuant to the terms of the Company's Amended Credit Agreement, the Company may expend 
no more than 6% of the net cash proceeds from public equity offerings, including its initial public 
offering, to acquire shares under the NCIB. Any purchases under the NCIB will be subject to the 
terms and limitations applicable to such NCIB, and will be made through the facilities of the TSX, 
other designated exchanges and/or alternative Canadian trading systems, or such other means 
as may be permitted by the Ontario Securities Commission or Canadian Securities 
Administrators.

In connection with the NCIB program, the Company has entered into an Automatic Share 
Purchase Plan ("ASPP") with its designated broker to allow for purchases of its shares during 
certain predetermined black-out periods, subject to certain parameters to be determined as to 
price and number of shares. 

During the three months ended March 31, 2024, the Company repurchased and canceled 42,000 
of its SVS for an aggregate purchase price of $233,226 (three months ended March 31, 2023 - 
nil). 

The Company recorded a liability and a corresponding charge to deficit of $803,118 at March 31, 
2024 for the potential repurchase of its SVS under the ASPP. This liability reflects the estimated 
maximum number of shares that could be repurchased and cancelled during a pre-determined 
blackout period. The liability is recorded within accounts payable and accrued liabilities.

10. Share-based compensation:

Omnibus incentive plan:

The Company has an Omnibus Incentive Plan (the "Plan") for certain qualified directors, 
executive officers, employees, and consultants of the Company or any of its subsidiaries. The 
maximum number of SVS available for issuance, in the aggregate, under this Plan and the 
Legacy Option Plan (the executive stock option plan that was in place prior to the Initial Public 
Offering) shall not exceed twelve percent (12%) of the aggregate number of SVS and MVS issued 
and outstanding from time to time (calculated on a non-diluted basis); of which not more than 
2,594,287 shares may be issued pursuant to the exercise of stock options granted under the 
Plan. Any shares subject to an award which has been exercised or settled in shares will again be 
available for issuance under the Plan. The number of shares available for issuance under the 
Plan will increase as the number of issued and outstanding SVS shares increases from time to 
time. Under the plan, the SVS may be issued as share options, Performance Share Units 
("PSUs"), Restricted Share Units ("RSUs") or Deferred Share Units ("DSUs").

VERTICALSCOPE HOLDINGS INC.
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The following table summarizes share based compensation balances in contributed surplus as at 
March 31, 2024:

Share Options Deferred 
share units

Restricted 
share units

 Market 
performance 
based share 

units

Total

Contributed surplus, 
December 31, 2022 $13,051,527 $248,265 $5,268,061 $6,739,019 $25,306,872

Share based 
compensation expense 122,131 40,626 866,060 39,795 1,068,612

Shares issued from 
treasury for RSUs — — (1,212,561) — (1,212,561)

Net settlement of tax 
liabilities on RSUs — — (29,353) — (29,353)

Contributed surplus, 
March 31, 2022 $13,173,658 $288,891 $4,892,207 $6,778,814 $25,133,570

Contributed surplus, 
December 31, 2023 $13,632,159 $386,897 $1,519,764 $6,896,918 $22,435,738

Share based 
compensation expense

102,215 75,000 217,666 26,360 421,241

Shares issued from 
treasury for RSUs — — (324,306) — (324,306)

Contributed surplus, 
March 31, 2024 $13,734,374 $461,897 $1,413,124 $6,923,278 $22,532,673

Share Options:

The following table summarizes share options that are outstanding as at March 31, 2024 and 
2023.

March 31, 2024 March 31, 2023

Number of 
options

Weighted 
average 

exercise price 
per share

Number of 
options

Weighted 
average 

exercise price 
per share

Outstanding share options, 
beginning of period 1,098,875 $19.53 1,245,268 $19.29
Granted share options 2,639 4.79 57,745 5.07
Forfeited share options (402,698) 22.01 (182,392) 15.15
Expired share options (1,678) 14.70 — —

Outstanding share options, 
ending balance 697,138 18.05 1,120,621 19.25

On March 15, 2024, 2,639 share options were granted at a value of $5,813. The shares will vest 
over a period of 4 years and $143 of the grant value was recorded as share-based compensation 
expense for the three months ended March 31, 2024. The share options were valued at the date 
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of grant using the Black-Scholes option pricing model with the assumptions of a risk free interest 
rate of 4.31%; expected volatility of 45.08% and an expected time until exercise of 5.5 to 7 years. 

Deferred Share Units:

During the three months ended March 31, 2024, 12,196 equity settled DSUs were granted at a 
value of $75,000 (three months ended March 31, 2023 - 10,132 deferred share units were 
granted at a value of $40,625). The grant value was recorded as share-based compensation 
expense. The DSUs were valued using the five day volume-weighted average market price at 
each quarter-end.

Restricted Share Units:

On March 15, 2024, 75,000 equity settled restricted share units were granted at a value of 
$359,689. The shares will vest annually in equal tranches over four years beginning on January 
1, 2025. $9,382 was recorded as share-based compensation expense for the three months 
ended March 31, 2024. The RSU's were valued at the market price on the grant date of March 
15, 2024.

Market Performance Based Share Units:

During the three months ended March 31, 2024 1,438,631 Performance Share Units (PSU) 
issued under the Omnibus Incentive Plan were voluntarily forfeited. This forfeiture ensures 
sufficient capacity for future equity incentive grants under the plan.

11. Change in non-cash operating assets and liabilities:

Three Months Ended
March 31,

2024 2023
Trade and other receivables  $3,118,009  $6,525,499 
Prepaid expenses and other assets  (118,166)  233,326 
Accounts payable, accrued liabilities and other 
long-term liabilities  (1,664,678)  (3,075,916) 
Deferred revenue  108,799  15,559 

1,443,964 3,698,468
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12. Net interest expense:

Three Months Ended
March 31,

2024 2023

Interest income $ (4,285) $ (82) 

Interest accretion expense - leases  39,878  47,504 
Interest on long term debt (note 8)  1,075,341  1,022,067 
Interest expense - other  51,998  45,983 
Interest expense  1,167,217  1,115,554 

Net interest expense 1,162,932 1,115,472

13. Loss per share:

The following table summarizes the calculation of the weighted average number of basic and 
diluted voting shares for the three months ended March 31, 2024:

Three months ended
2024 2023

Net loss ($984,593) ($4,497,540)

Issued subordinate and multiple voting shares 21,619,062 21,341,208

Weighted average shares outstanding basic and 
diluted 21,646,744 21,264,238

Loss per share basic and diluted  (0.05)  (0.21) 

During the three months ended March 31, 2024, there were nil weighted average outstanding 
share options, RSUs, DSUs and PSUs excluded from the computation of diluted loss per share 
(three months ended March 31, 2023, - nil). All potentially dilutive securities have been excluded 
from the calculation of diluted loss per share for all periods presented, as the Company was in a 
net loss position during those periods. Including the dilutive securities would be anti-dilutive; 
therefore, the basic and dilutive number of shares used in the calculation is the same in each 
period presented. 

14. Financial instruments:

The fair values of cash, trade and other receivables, and accounts payable and accrued liabilities 
are assumed to approximate their carrying amounts because of their short term to maturity. The 
carrying value of the Company's term loan and revolving loan approximate fair value due to the 
variable interest rate in the Credit Facility.

In addition, for financial reporting purposes, fair value measurement is categorized into Levels 1, 
2 or 3 based on the degree to which the inputs to the fair value are observable and the 
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significance of the inputs to the fair value measurement in its entirety, which are described as 
follows:

• Level 1 - this level includes assets and liabilities measured at fair value based on unadjusted 
quoted prices for identical assets and liabilities in active markets that are accessible at the 
measurement date.

• Level 2 - this level includes valuations determined using directly (i.e., as prices) or indirectly 
(i.e., derived from prices) observable inputs other than quoted prices included within Level 1.  
Derivative instruments in this category are valued using models or other standard valuation 
techniques derived from observable market inputs.

• Level 3 - this level includes valuations based on inputs which are less observable, 
unavailable or when the observable data does not support a significant portion of the 
instruments fair value. 

Level 3 instruments includes the contingent consideration associated with the acquisition of 
FOMOPOP, Inc. and derivative financial instruments which are measured at their estimated fair 
value. There were no transfers of fair value measurement between Levels 1, 2, and 3 of the fair 
value hierarchy during the three months ended March 31, 2024.

15. Geographical information:

The Company transacts in multiple countries, primarily in the US and Canada. In presenting 
geographical information, revenue is based on the country in which the revenue is transacted.

Three Months Ended
March 31,

Geographic revenue 2024 2023

United States $9,257,165 $7,878,766
Canada 1,231,003 1,121,211
United Kingdom 1,066,402 887,301
Other 3,168,874 2,984,534

$14,723,444 $12,871,812

16. Subsequent events:

The company acquired one community website on April 29, 2024.

On June 8, 2022, an action was brought in the Supreme Court of British Columbia by a doctor 
who was seeking to certify her claim as a class action on behalf of those health professionals in 
British Columbia, Saskatchewan, Manitoba, Quebec and Newfoundland who had never 
purchased a RateMDs paid plan against the Company and its subsidiaries VerticalScope Inc. and 
RateMDs Inc. RateMDs Inc. is the owner of RateMDs.com, a website that allows patients to rate 
and review their treating health professionals so that other patients can make informed decisions 
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concerning their health care. On May 3, 2024, a decision was rendered by the British Columbia 
Supreme Court to certify the class action in all jurisdictions, excluding Quebec. The Company will 
be appealing this decision. The Company believes that it is more likely than not that it will not 
experience an outflow of resources in connection with this claim, and as such no provision has 
been recognized.
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