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Payment of Filing Fee (Check the appropriate box):

No fee required.

Fee computed on table below per Exchange Act Rules 14a-6(i) and 0-11.

(1) Title of each class of securities to which transaction applies:

Common stock, par value $.0005 par value per share, of ARC Wireless Solutions Inc.

(2) Aggregate number of securities to which transaction applies:

The aggregate number of securities and other acquisition consideration related to the proposed transaction consists of
(1) 7,857,898 shares of Registrant’s common stock to be issued in exchange for 100% of the issued and outstanding
membership interest of Quadrant Metals Technologies, LLC (equal to 4,029,691 shares of Registrant’s common stock
after giving effect to the proposed 1:1.95 reverse stock split) at an exchange price of $4.00 per share ($7.80 per share
giving effect to the proposed 1-for-1.95 Reverse Stock Split); (ii) 112,648 shares of Registrant’s common stock to be
issued to Carret P.T., LP (equal to 57,768 shares of Registrant’s common stock after giving effect to the proposed
1:1.95 reverse stock split) at a purchase price of $4.00 per share ($7.80 per share giving effect to the proposed
1-for-1.95 Reverse Stock Split); and (iii) a convertible note, which may be converted into common stock if the equity
value of ARC is more than $176 million and the aggregate common stock issued upon conversion is less than 10% of
the common stock ownership of ARC; which assuming a conversion price calculated as of April 9, 2012, could result,
in the issuance of approximately 1,226,977 shares of Registrant’s common stock (approximately 629,229 shares of
Registrant’s common stock after giving effect to the proposed 1:1.95 reverse stock split).
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Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set forth the
amount on which the filing fee is calculated and state how it was determined):

3)

Solely for the purpose of calculating the registration fee, the underlying value of the transactions has been calculated
as the sum of total acquisition consideration, consisting of (A) 7,857,898 shares of Registrant’s common stock (equal
to 4,029,691 shares of Registrant’s common stock after giving effect to the proposed 1:1.95 reverse stock split) at an
exchange price of $4.00 per share ($7.80 per share giving effect to the proposed 1-for-1.95 Reverse Stock Split),
multiplied by the average of the high and low prices reported in the consolidated reporting system as of the close of
business on April 9, 2012; (B) $25,400,000 in cash to Precision Castparts Corp. (“PCC”); and (C) $17,600,000 issued in
the form of a convertible note issued to PCC; and (D) $450,594, representing the sale of 112,648 shares of the
Registrant’s Common Stock to Carret P.T., LP (equal to 57,768 shares of Registrant’s common stock giving effect to
the proposed 1:1.95 reverse stock split) at a purchase price of $4.00 per share ($7.80 per share giving effect to the
proposed 1-for-1.95 Reverse Stock Split), multiplied by the average of the high and low prices reported in the
consolidated reporting system as of the close of business on April 9, 2012. In accordance with Section 14(g)(1)(A) of
the Securities Exchange Act of 1934, as amended, the filing fee was determined by multiplying 0.0001146 by the sum
of the preceding sentences.

(4)Proposed maximum aggregate value of the transaction:

$67,810,078

(5)Total fee paid:

$7,771.03

X Fee paid previously with preliminary materials.

Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing
for which the offsetting fee was paid previously. Identify the previous filing by registration statement number, or the
Form or Schedule and the date of its filing.

(1) Amount Previously Paid:

(2)Form Schedule or Registration No.:
(3)Filing Party:

(4)Date Filed:
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ARC WIRELESS SOLUTIONS, INC.
6330 North Washington Street, Unit #13
Denver, Colorado 80216-1146

(303) 467-5236

July 16, 2012

To the Shareholders of ARC Wireless Solutions Inc.:

You are invited to attend the Annual Meeting of Stockholders of ARC Wireless Solutions, Inc. (referred to herein as
“ARC” or the “Company”) to be held on August 7, 2012, commencing at 10:00 AM (Eastern Daylight Time) at the offices
of Carret Asset Management, LLC, 40 West 57t Street, 20t Floor, New York, New York 10019 (the “Annual

Meeting”) for the following purposes:

1. To elect a Board of Directors consisting of six directors;

To (i) approve the acquisition of Quadrant Metals Technologies, LLC (the “QMT Acquisition”) and the issuance of
7,857,898 shares of Company common stock, par value $.0005 per share (the “Common Stock”) in consideration for
the QMT Acquisition (equal to 4,029,691 shares after giving effect to the proposed 1:1.95 reverse stock split) at an
exchange price of $4.00 per share ($7.80 per share giving effect to the proposed 1-for-1.95 Reverse Stock Split);

"and (ii) approve the sale of 112,648 shares of ARC’s Common Stock (equal to 57,768 shares of ARC Common Stock
after giving effect to the proposed 1:1.95 reverse stock split) to Carret P.T., LP at $4.00 per share ($7.80 per share
giving effect to the proposed 1-for-1.95 Reverse Stock Split) in consideration for cash investment in ARC of
$450,594 (the “Securities Sale”);

To approve the acquisition of Advance Forming Technology, Inc. (“AFTI”); and a Hungarian special purpose
acquisition company formed to acquire the Hungarian assets associated with AFTI that are currently owned by AFT
Europa KFT (the “AFTE SPV” and collectively referred to together with AFTT as “AFT” and the AFTI and AFTE SPV
acquisitions collectively thereto, the “AFT Acquisition” and together with the QMT Acquisition, the “Acquisitions”),
and to approve the contingent issuance of shares of ARC Common Stock underlying a convertible note to be issued
"by ARC, which may be converted into Common Stock if the equity value of ARC is more than $176 million and the
conversion is less than 10% of the Common Stock ownership of ARC; which assuming a conversion price
calculated as of April 9, 2012, could result, in the issuance of approximately 1,226,977 shares of the Company’s
Common Stock (approximately 629,229 shares of the Company’s Common Stock after giving effect to the proposed
1:1.95 reverse stock split), in partial consideration for the AFT Acquisition;
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To approve the amendment and restatement of the Company’s Articles of Incorporation to effect a reverse stock split

4 of ARC’s Common Stock at an exchange ratio of 1-for-1.95 shares (the “Reverse Stock Split”);

To approve the amendment and restatement of the Company’s Articles of Incorporation to change the Company’s
‘name to ARC Group Worldwide, Inc.;

To ratify the selection of Hein & Associates LLP to serve as our certified independent accountants for the year
“ending December 31, 2012;

To authorize the adjournment of the Annual Meeting (if necessary) to solicit additional proxies if there are
“insufficient votes at the time of the Annual Meeting to approve the proposals set forth above; and

8. To transact any other business that properly may come before the Annual Meeting.
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YOUR VOTE IS VERY IMPORTANT TO THE COMPLETION OF THE ACQUISITIONS AND THE
OTHER PROPOSED ACTIONS. We will not be able to complete the Acquisitions unless a majority of all issued
and outstanding shares of ARC Common Stock on the record date are present in person or by proxy at the Annual
Meeting. Only the shareholders of record as shown on the transfer books at the close of business on July 17, 2012 are
entitled to notice of, and to vote at, the Annual Meeting.

Shareholders should be aware that there are material conflicts of interest of certain directors of ARC, the executive
officers of ARC and ARC’s controlling shareholder, and their respective affiliates, in connection with the QMT
Acquisition, the Securities Sale and related matters (See “INFORMATION ABOUT THE QMT ACQUISITION -
Conlflicts of Interest”).

After careful consideration, the ARC Board of Directors has unanimously determined that the QMT
Acquisition, the Securities Sale, the AFT Acquisition and the other proposed actions are advisable and fair to,
and in the best interests of, ARC stockholders and unanimously recommends that you vote:

“FOR” EACH OF THE SIX NOMINEES FOR DIRECTORS WHOSE NAMES ARE SET FORTH ON THE
PROXY CARD:;

“FOR” THE APPROVAL OF (I) THE QMT ACQUISITION AND ISSUANCE OF 7,857,898 SHARES OF
ARC COMMON STOCK (EQUAL TO 4,029,691 SHARES AFTER GIVING EFFECT TO THE PROPOSED
1:1.95 REVERSE STOCK SPLIT) AT AN EXCHANGE PRICE OF $4.00 PER SHARE ($7.80 PER SHARE
GIVING EFFECT TO THE PROPOSED 1-FOR-1.95 REVERSE STOCK SPLIT) IN CONSIDERATION
-FOR THE QMT ACQUISITION; AND (II) THE SALE AND ISSUANCE OF 112,648 SHARES OF ARC’S
COMMON STOCK (EQUAL TO 57,768 SHARES OF ARC COMMON STOCK AFTER GIVING EFFECT
TO THE PROPOSED 1:1.95 REVERSE STOCK SPLIT) TO CARRET P.T., LP AT $4.00 PER SHARE
($7.80 PER SHARE GIVING EFFECT TO THE PROPOSED 1-FOR-1.95 REVERSE STOCK SPLIT) IN
CONSIDERATION FOR CASH INVESTMENT OF $450,594;

“FOR” THE APPROVAL OF THE AFT ACQUISITION AND CONTINGENT ISSUANCE OF SHARES
UNDER THE TERMS OF THE AFT CONVERTIBLE NOTE;

“FOR” THE AMENDMENT AND RESTATEMENT OF THE ARC ARTICLES OF INCORPORATION TO
CAUSE THE EFFECTIVENESS OF THE REVERSE STOCK SPLIT;

“FOR” THE AMENDMENT AND RESTATEMENT OF THE ARC ARTICLES OF INCORPORATION TO
AUTHORIZE THE NAME CHANGE;
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“FOR” THE RATIFICATION OF THE SELECTION OF HEIN & ASSOCIATES LLP AS OUR
INDEPENDENT CERTIFIED ACCOUNTANTS FOR THE YEAR ENDING DECEMBER 31, 2012; AND

“FOR” THE PROPOSAL TO AUTHORIZE THE ADJOURNMENT OF THE ANNUAL MEETING (IF
NECESSARY) TO SOLICIT ADDITIONAL PROXIES IF THERE ARE INSUFFICIENT VOTES AT THE
'TIME OF THE ANNUAL MEETING TO APPROVE THE PROPOSALS TO THE SHAREHOLDERS AS
SET FORTH ABOVE.

Whether or not you expect to attend the ARC Annual Meeting in person, please authorize a proxy to vote your shares
as promptly as possible by signing all proxy cards that you receive and returning them in the pre-addressed envelopes
provided, so that your shares may be represented and voted at the ARC Annual Meeting. If your shares are held in the
name of a bank, broker or other fiduciary, please follow the instructions on the voting instruction form furnished by
the record holder.

Thank you for your continued support and your consideration of these matters.

Theodore Deinard
Interim Chief Executive Officer
July 16, 2012
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ARC WIRELESS SOLUTIONS, INC.
6330 North Washington Street, Unit #13
Denver, Colorado 80216-1146

(303) 467-5236

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
to be held August 7, 2012

10:00AM Eastern Daylight Time

To the Shareholders of ARC Wireless Solutions Inc.:

The Annual Meeting of the shareholders of ARC Wireless Solutions, Inc. (referred to herein as “ARC” or the “Company”)
will be held on August 7, 2012 at 10:00 AM (Eastern Daylight Time) (the “Annual Meeting”) at the offices of Carret
Asset Management, LLC, 40 West 57th Street, 20th Floor, New York, NY, 10019 for the following purposes:

1. To elect a Board of Directors consisting of six directors;

To (i) approve the acquisition of Quadrant Metals Technologies, LLC (the “QMT Acquisition”) and the issuance of
7,857,898 shares of Company common stock, par value $.0005 per share (the “Common Stock”) in consideration for
the QMT Acquisition (equal to 4,029,691 shares after giving effect to the proposed 1:1.95 reverse stock split) at an
exchange price of $4.00 per share ($7.80 per share giving effect to the proposed 1-for-1.95 Reverse Stock Split);
"and (ii) approve the sale of 112,648 shares of ARC’s Common Stock (equal to 57,768 shares of ARC Common Stock
after giving effect to the proposed 1:1.95 reverse stock split) to Carret P.T., LP at $4.00 per share ($7.80 per share
giving effect to the proposed 1-for-1.95 Reverse Stock Split) in consideration for cash investment in ARC of
$450,594 (the “Securities Sale”);

3.To approve the acquisition of Advance Forming Technology, Inc. (“AFTI”); and a Hungarian special purpose
acquisition company (the “AFTE SPV” and collectively referred to together with AFTT as “AFT”) holding the
Hungarian assets associated with AFTI which are currently owned by AFT Europa KFT (“AFTE” and the AFTI and
AFTE SPV acquisitions collectively thereto, the “AFT Acquisition” and together with the QMT Acquisition, the
“Acquisitions”), and to approve the contingent issuance of shares of ARC Common Stock underlying a convertible
note to be issued by ARC, which may be converted into Common Stock if the equity value of ARC is more than
$176 million and the conversion is less than 10% of the Common Stock ownership of ARC; which assuming a
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conversion price calculated as of April 9, 2012, could result, in the issuance of approximately 1,226,977 shares of
the Company’s Common Stock (approximately 629,229 shares of the Common Stock after giving effect to the
proposed 1:1.95 reverse stock split), in partial consideration for the AFT Acquisition;

To approve the amendment and restatement of the Company’s Articles of Incorporation to effect a reverse stock split

4 of ARC’s Common Stock at an exchange ratio of 1-for-1.95 shares (the “Reverse Stock Split”);

To approve the amendment and restatement of the Company’s Articles of Incorporation to change the Company’s
‘name to ARC Group Worldwide, Inc.;

To ratify the selection of Hein & Associates LLP to serve as our certified independent accountants for the year
“ending December 31, 2012;

To authorize the adjournment of the Annual Meeting (if necessary) to solicit additional proxies if there are
“insufficient votes at the time of the Annual Meeting to approve the proposals set forth above; and

8. To transact any other business that properly may come before the Annual Meeting.

10
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Only the shareholders of record as shown on the transfer books at the close of business on July 17, 2012 are entitled to
notice of, and to vote at, the Annual Meeting (the “Record Date”). We anticipate that the notice will be mailed to
shareholders on or about July 18, 2012.

Shareholders should be aware that there a number of material conflicts of interest of certain directors of ARC, the
executive officers of ARC and ARC’s controlling shareholder in connection with the QMT Acquisition, the Securities
Sale and related matters (See “INFORMATION ABOUT THE QMT ACQUISITION - Conflicts of Interest”).

OUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE:

“FOR” EACH OF THE SIX NOMINEES FOR DIRECTOR WHOSE NAMES ARE SET FORTH ON THE
PROXY CARD:;

“FOR” THE APPROVAL OF (I) THE QMT ACQUISITION AND ISSUANCE OF 7,857,898 SHARES OF
ARC COMMON STOCK (EQUAL TO 4,029,691 SHARES AFTER GIVING EFFECT TO THE PROPOSED
1:1.95 REVERSE STOCK SPLIT) AT AN EXCHANGE PRICE OF $4.00 PER SHARE ($7.80 PER SHARE
GIVING EFFECT TO THE PROPOSED 1-FOR-1.95 REVERSE STOCK SPLIT) IN CONSIDERATION
-FOR THE QMT ACQUISITION; AND (II) THE SALE AND ISSUANCE OF 112,648 SHARES OF ARC’S
COMMON STOCK (EQUAL TO 57,768 SHARES OF ARC COMMON STOCK AFTER GIVING EFFECT
TO THE PROPOSED 1:1.95 REVERSE STOCK SPLIT) TO CARRET P.T., LP AT $4.00 PER SHARE
($7.80 PER SHARE GIVING EFFECT TO THE PROPOSED 1-FOR-1.95 REVERSE STOCK SPLIT) IN
CONSIDERATION FOR CASH INVESTMENT OF $450,594;

“FOR” THE APPROVAL OF THE AFT ACQUISITION AND AUTHORIZATION FOR THE CONTINGENT
ISSUANCES OF ARC COMMON STOCK UNDERLYING THE AFT CONVERTIBLE NOTE;

“FOR” THE 1-FOR-1.95 SHARES REVERSE STOCK SPLIT AND RELATED AMENDMENT AND
RETATEMENT OF THE ARTICLES OF INCORPORATION;

“FOR” THE NAME CHANGE OF THE COMPANY TO ARC GROUP WORLDWIDE, INC. AND RELATED
AMENDMENT AND RETATEMENT OF THE ARTICLES OF INCORPORATION;

“FOR” THE RATIFICATION OF THE SELECTION OF HEIN & ASSOCIATES LLP AS OUR
INDEPENDENT CERTIFIED ACCOUNTANTS FOR THE YEAR ENDING DECEMBER 31, 2012; AND

11
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“FOR” THE AUTHORIZATION TO ADJOURN THE ANNUAL MEETING (IF NECESSARY) TO SOLICIT
ADDITIONAL PROXIES IF THERE ARE INSUFFICIENT VOTES AT THE ANNUAL MEETING TO
APPROVE THE PROPOSALS SET FORTH ABOVE.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE
SHAREHOLDER MEETING TO BE HELD ON AUGUST 7, 2012:

This notice contains instructions on how you may also access and review our proxy materials on the Internet.
This Proxy Statement and copies of the Annexes and a Form of Proxy are available on our website at
www.arcwireless.net. Please note, however, that we have chosen to provide our shareholders with proxy
materials by sending printed copies through the mail. This notice contains instructions on how you may vote
your shares only by returning your proxy card through the mail or by fax. Voting of shares will not be
available via an Internet website or by telephone. We anticipate that the proxy materials will be mailed to
shareholders on or about July 18, 2012. If you hold shares of our Common Stock in street name through a
broker, rather than directly in your own name, you should contact your broker to request paper proxy
packages. You may contact us by calling or writing our principle office to obtain directions to be able to attend
the meeting and vote in person: ARC Wireless Solutions, Inc., 6330 North Washington Street, Unit #13,
Denver, Colorado 80216-1146; Telephone: (303) 467-5236.

12
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This Proxy Statement, ARC’s Annual Report and the Form of Proxy may be viewed, printed and downloaded
from the Internet at www.arcwireless.net.

Additional copies of our proxy materials may also be requested in printed form or by e-mail, at no charge, by
calling (303) 467-5236 or requested via e-mail at investorrelations @antennas.com.

All shareholders, regardless of whether they expect to attend the meeting in person, are requested to complete, date,
sign and return promptly the enclosed form of proxy in the accompanying envelope. The person executing the proxy
may revoke it by filing with the Secretary of the Company an instrument of revocation or a duly executed proxy
bearing a later date, or by choosing to vote in person at the Annual Meeting.

ALL SHAREHOLDERS ARE EXTENDED A CORDIAL INVITATION TO ATTEND THE ANNUAL MEETING

By Order of the Board of Directors:
Theodore Deinard

Interim Chief Executive Officer
July 16, 2012

13
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QUESTIONS AND ANSWERS

The following questions and answers are intended to address briefly some commonly asked questions regarding the
Annual Meeting, the issuance of the shares of Company Common Stock, par value $.0005 per share (the “Common
Stock”) and the other transactions contemplated by the QMT Acquisition Agreement (as defined below), the AFT
Acquisition Agreement (as defined below), and the Amended & Restated Articles of Incorporation, as well as other
matters to be addressed at the Annual Meeting. These questions and answers may not address all questions that may
be important to you as an ARC stockholder. Please refer to the more detailed information contained elsewhere in this
proxy statement, the annexes to this proxy statement and the documents referred to in this proxy statement, which you
should read carefully. See “Where You Can Find More Information” beginning on page 379.

Except as otherwise noted:

References in this proxy statement to “ARC,” the “Company,” “we,” “us,” and our” refer to the business of ARC Wireless
Solutions, Inc., and its subsidiaries;

References in this proxy statement to “QMT” refer to the company and the business of Quadrant Metals Technologies,
LLC and its subsidiaries; and

References in this proxy statement to “AFT” refer collectively to the company and the business of Advance Forming
-Technology, Inc. (““AFTT”) and the special purpose acquisition company (the “AFTE SPV”) holding the Hungarian assets
associated with AFTI which are currently owned by AFT Europa KFT (“AFTE”).

Q: Why am I receiving these materials?

We are sending you this proxy statement and the enclosed proxy card in connection with an Annual Meeting of our
stockholders, which will take place on August 7, 2012, starting at 10:00 AM local time, at the offices of Carret

A: Asset Management, LLC, 40 West 57th Street, 20th Floor, New York, NY, 10019. As a stockholder, you are
invited to attend the Annual Meeting and are entitled and requested to vote on the proposals described in this proxy
statement.

Q: What special business will be submitted to a vote of the shareholders at the Annual Meeting?

A:On April 6, 2012, we entered into the Membership Interest Purchase Agreement with Quadrant Management, Inc.
(““Quadrant”), QMP Holding Corp., QTS Holding Corporation, John Schoemer, Arlan Clayton, Robert Marten, QMT
and Carret P.T., LP (the “QMT Acquisition Agreement”). Pursuant to the terms of the QMT Acquisition Agreement,

25



Edgar Filing: ARC WIRELESS SOLUTIONS INC - Form DEFM14A

the sellers of QMT will receive an aggregate of 7,857,898 shares of ARC Common Stock (equal to 4,029,691

shares after giving effect to the proposed 1:1.95 Reverse Stock Split), at an exchange price of $4.00 per share

($7.80 per share giving effect to the proposed 1-for-1.95 Reverse Stock Split), as the consideration in exchange for
the transfer to ARC of 100% of all of the membership interests in QMT (the “QMT Acquisition”); and Carret P.T.,
LP will simultaneously purchase from ARC 112,648 newly-issued shares of ARC’s Common Stock (equal to 57,768
shares of ARC Common Stock after giving effect to the proposed 1:1.95 Reverse Stock Split) at $4.00 per share
($7.80 per share giving effect to the proposed 1-for-1.95 Reverse Stock Split) in consideration for cash investment
in ARC of $450,594.
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In addition, on April 6, 2012, we entered into the AFT Acquisition Agreement with Precision Castparts Corp. (“PCC”)
and AFT Europa KFT, in the form attached as Annex C to this proxy statement (such agreement, as subsequently
amended, is referred to herein as the “AFT Acquisition Agreement”). The AFT Acquisition Agreement was amended as
of June 25, 2012 and July 13, 2012 to extend the Terminability date for the closing of such agreement. Pursuant to the
terms of the AFT Acquisition Agreement, we will receive 100% of AFTI and AFTE SPV, in exchange for the transfer
of an aggregate of $43 million to PCC, of which a $25,400,000 will be paid in cash and $17,600,000 will be paid in
the form of a convertible note in the form attached as Annex D to this proxy statement (the “AFT Convertible Note”)
maturing in five years from the acquisition closing date (the “AFT Acquisition”; and, together with the QMT
Acquisition, the “Acquisitions”). Under the terms of the convertible note, PCC may at any time prior to maturity
(subject to certain restrictions) convert the Note into newly issued shares of our Common Stock at a conversion price
equal to the 30-day average trading value per share of the Common Stock immediately preceding conversion,
provided the equity value of ARC is more than $176 million and the conversion is less than 10% of the Common
Stock ownership of ARC. Assuming a conversion price calculated as of April 9, 2012, such conversion could result, in
the issuance of approximately 1,226,977 shares of the Company’s Common Stock (approximately 629,229 shares of
the Company’s Common Stock after giving effect to the proposed 1:1.95 reverse stock split). Accordingly, we will
initially reserve such amount of shares for possible issuance to PCC under the terms of conversion of the AFT
Convertible Note. The actual number of shares issued to PCC upon conversion of the AFT Convertible Note may vary
in accordance with the conversion formula as of the dates of exercise of conversion by PCC. The foregoing
approximations of share issuances pursuant to conversion of the AFT Convertible Note are provided for illustrative
purposes only and Proposal No. 3, if approved by the ARC Shareholders, will authorize ARC to issue any and all
shares of ARC Common Stock under the terms and conditions of AFT Convertible Note without limitation to a
specific number of shares.

In connection with the proposed QMT Acquisition and the AFT Acquisition we have determined that it would be in

the best interests of the Company to effect the Reverse Stock Split at an exchange ratio of 1-for-1.95 shares and adopt
the new name of “ARC Group Worldwide, Inc.” to reflect the expansion of our business operations. For that reason, we
are asking our shareholders to approve the amendment and restatement of our Articles of Incorporation to cause the
effectiveness of the Reverse Stock Split and adopt the new name. No other amendments are being proposed to change
the prior version of the Amended and Restated Articles of Incorporation other than the name change.

Q: Why is ARC acquiring QMT and AFT?

A number of strategic advantages are expected from the proposed combination of ARC, QMT and AFT. We
believe the acquisitions of QMT and AFT would complement our new specialty metals business strategy which, in
_addition to driving organic growth, includes pursuing value-creating acquisitions and adding complementary
“growth platforms to provide scale and revenue diversity. We consider QMT and AFT to be leading players in key
markets with attractive synergies, business mix and strong technological capabilities that fit well with our business
development criteria.

We believe that the acquisition of QMT and AFT would accelerate our new growth strategy and enable ARC to
become a multi-platform business with a strong global footprint:
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QMT’s FloMet LLC business (“FloMet”) would provide a metal injection molding technology platform;
- QMT’s Tekna Seal LL.C business (“Tekna Seal”’) would provide a platform to produce hermetic seals and housings;

_General Flange & Forge LLC (“GF&F”) would provide a platform to convert foreign-purchased alloy steel and
stainless steel forging into domestic flanges;

TubeFit LLC (“TubeFit”) would provide a platform to distribute imported flanges and fittings; and
AFT would provide a platform to complement the FloMet metal injection molding technology platform.

We believe that the acquisitions of QMT and AFT will improve our business profile by providing meaningful
recurring revenue streams as well as considerable exposure to emerging markets, allowing the combined company to
benefit from anticipated growth with prospective short-term and long-term diversified business cycles. We also
believe that, following the Acquisitions, there will be significant opportunities to apply our established management
techniques to improve margin and return on invested capital. The Acquisitions are expected to provide a platform for
additional acquisitions in the special metals markets. The Acquisitions are also expected to deliver accretive earnings
and to return enhanced value on invested capital within three to five years.
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Some of the more significant synergies among ARC, QMT and AFT include the following:

The broad array of technical expertise (materials, processes, technical talent) will allow for sharing and transfer of
“best practices and technical advancements among the companies;

The combination of the businesses is anticipated to create economic efficiencies for significant supplier and vendor
-negotiation advantages among the businesses, thereby providing potential for significant cost savings and the
opportunity for overall margin enhancement going forward;

Economies of scale through a larger organization are also expected to facilitate better per-unit pricing on insurance,
'employee benefits and similar efficiencies;

Larger scale revenues and balance sheet assets are anticipated to provide the basis to negotiate better credit terms
“with suppliers;

The presence of AFT in Hungary is expected to provide low cost country manufacturing for distribution in Europe
“and to emerging markets to supplement the U.S. operations;

We intend to explore using ARC’s existing relationships and supply chain in China for future production of QMT and
"AFT products; and

Larger scale revenues to support mainly fixed costs are expected to provide greater cost efficiencies for the Company
and its shareholders, including, without limitation, with respect to Nasdaq fees, legal compliance costs, audit fees,
“transfer agent fees, filing fees, annual meeting costs, investor relations costs, board of directors compensation and
similar annual expenditures.

We also believe that following the QMT and AFT Acquisitions there will be significant opportunities to apply our
established management techniques to improve margin and return on invested capital. The Acquisitions are expected
to provide a platform for additional acquisitions. The Acquisitions are also expected to deliver accretive earnings and
to return enhanced value on invested capital within three to five years.

In addition, the Company intends to continue to continue to design and develop hardware, including antennas, radios,
and related accessories, used in broadband and other wireless networks. We supply our antenna products to public and
private carriers, wireless infrastructure providers, wireless equipment distributors, value added resellers and other
original equipment manufacturers.

Both the QMT and AFT companies have strong operating platforms and are expected to provide ARC with significant
scale and revenue diversity. Company management believes that the combination and synergies of the companies will
provide a strong foundation for ARC to become a leading diversified manufacturing company.

Q: Is ARC entering into Financing Arrangements in Connection with the Acquisitions?

A:Yes, QMT and TD Bank, N.A. (“TD Bank™) have agreed to term sheet, dated June 21, 2012, providing for a
revolving line of credit in an amount of up to $10,000,000 and three term loans totaling up to an additional
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$18,000,000 with terms ranging from 6 months to ten years (the “Financing Arrangement”), provided, however, the
total credit exposure permitted under the Financing Arrangement shall not exceed $25,000,000. The purpose of the
Financing Arrangement with TD Bank is to finance the acquisition of AFT; pay off all existing senior debt of
QMT, AFT and their subsidiaries; and to potentially purchase new equipment. All facilities under the Financing
Arrangement shall bear interest at a per annum rate equal to a margin between 250 to 300 basis points over the one
month London Interbank Offered Rate (LIBOR) and ARC and its subsidiaries will be subject to customary
financial covenants. ARC, AFT and QMT’s subsidiaries shall serve as the corporate guarantors of this financing
arrangement. We will use the proceeds from the financing arrangements with TD Bank to fund, in part, the cash
consideration payable in connection with the AFT Acquisition.

3.
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The loans will be made for the following purposes and in the following amounts:

The revolving line of credit of up to $10,000,000 to support domestic accounts receivable and inventory advances.
The term of this loan shall be three (3) years from the date of closing.

Term Loan A of up to $3,612,000 will be used to finance domestic machinery and equipment. The term of Loan A
shall be five (5) years from the date of closing, not to exceed the average useful life of collateralized equipment.

Term Loan B of up to $5,470,000 will be used to finance QMT and AFT’s operating facilities in Longmont, CO and
DeLand, FL. The term of Loan B shall be ten (10) years from the date of closing, with a five (5) year call option for
early termination of the Term Loan B.

Term Loan C will consist of bridge loans in the amount of $6,900,000 and $2,048,000 to finance a portion of
Borrower’s acquisition of AFT. Term Loan C will be reduced as needed to prevent the total amount of all facilities
from exceeding $25,000,000. These bridge loans will have terms of thirty (30) months from the date of closing and six
(6) months from the date of closing.

All of the loans shall have an up front commitment fee of 50 basis points, except for the bridge loan in the amount of
up to $2,048,000, which will have an up front commitment fee of 25 basis points. QMT will pay and/or reimburse TD
Bank for all of reasonable fees, costs, expenses and disbursements incurred by TD Bank in connection with the
Financing Arrangement.

TD Bank shall have a first priority perfected security interest in all personalty of QMT, AFT, and any and all existing
or newly acquired subsidiary companies. TD Bank shall also have first priority mortgages securing AFT real property
and first priority leasehold mortgages on the FloMet property.

Q: What will the accounting treatment of the QMT Acquisition be?

The QMT Acquisition is being accounted for as a “reverse acquisition,” and QMT is deemed to be the accounting
_acquirer in the acquisition. The financial statements of QMT are presented as the continuing accounting entity. The
“equity section of the balance sheet and earnings per share of QMT are retroactively restated to reflect the effect of

the terms of the QMT Acquisition Agreement.
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Do any controlling shareholders, executive officers or directors of ARC have interests in the transactions
Q: contemplated by the acquisition agreements that may be different from, or in addition to, those of other
shareholders of ARC?

Quadrant indirectly owns 74% of the membership interests of QMT. Brean Murray is the controlling shareholder of
ARC. Brean Murray and Quadrant are under common control and therefore Brean Murray, Quadrant, ARC and
QMT are affiliates under common control. Specifically, Brean Murray controls 100% of the ownership interests of
‘Quadrant as well as, via certain wholly-owned intermediaries, 36.4% of the shares of ARC. Please see the chart set
“forth below for a detailed description of the relationships, both currently prior to giving effect to the proposed ARC
acquisitions of QMT and AFT, as well as the proforma chart giving effect to the ARC acquisitions of QMT and
AFT as well as the ancillary transactions discussed herein, between and among Brean Murray, Quadrant, ARC,
QMT and other entities, including the proposed name change of ARC.

4-

32



Edgar Filing: ARC WIRELESS SOLUTIONS INC - Form DEFM14A

33



Edgar Filing: ARC WIRELESS SOLUTIONS INC - Form DEFM14A

34



Edgar Filing: ARC WIRELESS SOLUTIONS INC - Form DEFM14A

In addition, the following officers and directors of ARC are also affiliated with Quadrant and Brean Murray: Mr.
Jason Young, the Company’s Chairman, has been a Managing Director at Quadrant since 2005, where he is
responsible for making investments in US and emerging market companies, and where he frequently serves in active
management- or director-level roles. Mr. Theodore Deinard, ARC’s Interim CEO and a director of the Company, is a
Managing Director of Quadrant. Ms. Keerat Kaur is a Vice President of Quadrant and the Corporate Secretary of
ARC. Mr. Deinard is also related by marriage to an officer of Quadrant. Mr. Jason Young and Mr. Alan Quasha, an
officer of Quadrant, each serve on the Board of Directors of QMT and receive fees for such services. Messrs. Young
and Deinard have recused themselves from all deliberations and voting of the Board in respect of the QMT acquisition
matters. Mr. Young, Mr. Deinard and Ms. Kaur do not directly own any shares of ARC in their own respective names
and are not deemed to beneficially own Company shares through any entities other than Brean Murray or Quadrant.
Mr. Young and Mr. Deinard are each deemed to share voting and investment power over the shares beneficially
owned by Brean Murray. Mr. Viktor Nemeth, a director of ARC, is the brother-in-law of Mr. Alan Quasha who serves
as the Co-Chairman of Brean Murray and the President of Quadrant Management, Inc.
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Pursuant to the original terms of the ARC Advisory Agreement entered into on January 21, 2009, attached as Annex G
this proxy statement (the “ARC Advisory Agreement”), Quadrant has provided the Company financial advisory and
business consulting services, including restructuring services. In consideration for the restructuring services provided
by Quadrant since November 2008 and for ongoing services, the Company originally agreed to pay Quadrant the
following compensation: (1) an initial cash fee of $250,000 upon signing the ARC Advisory Agreement; (2) an annual
fee of the greater of: (i) $250,000, (ii) 20% of any increase in reported earnings before interest, taxes, depreciation and
amortization after adjusting for one-time and non-recurring items (“EBITDA”) for the current financial year over
preceding year, or (iii) 20% of reported EBITDA for the current financial year; and (3) all reasonable out-of-pocket
expenses incurred Quadrant in performing services under the ARC Advisory Agreement.

Quadrant has been paid $250,000 per year since 2008 and has received $1,000,000 in fees in the aggregate since
inception of the Agreement. To date, Quadrant has been paid $62,500 in fees for the first quarter of 2012.

The ARC Advisory Agreement technically provides Quadrant the right to receive 20% of ARC’s EBITDA, even if
such EBITDA is derived from the QMT acquisition and the AFT acquisition. However, Quadrant has granted waivers
to certain provisions of the ARC Advisory Agreement, in the form attached as Annex H to this proxy statement (the
“Quadrant Waiver”), such that: (I) in calendar year 2012 Quadrant shall only be paid an annual fee equal to the greater
of (i) $250,000; (ii) the product of (a) 20% and (b) the EBITDA of ARC for the twelve months ending December 31,
2012 less the combined EBITDA of QMT and AFT for the twelve months ending February 29, 2012 less the EBITDA
of ARC for the twelve months ending December 31, 2011; or (iii) the product of (a) 20% and (b) the reported
EBITDA for the financial year of the Company minus the reported EBITDA for QMT and AFT for the twelve months
ended February 29, 2012; and (II) in calendar year 2013 Quadrant shall only be paid an annual fee equal to the greater
of (i) $250,000; (ii) the product of (a) 20% and (b) the EBITDA of ARC for the twelve months ending December 31,
2013 less the EBITDA of ARC for the twelve months ending December 31, 2012; or (iii) the product of (a) 20% and
(b) the reported EBITDA for the financial year of the Company minus the reported EBITDA for QMT and AFT for
the twelve months ended February 29, 2012. The ARC Advisory Agreement has been further revised such that it shall
no longer extend for additional one-year periods after its expiration on December 31, 2013 in the absence of written
termination notice by either party.

In consideration for granting the foregoing waiver, and in consideration for substantial merger and acquisition support
services rendered to ARC over the past several years, Quadrant and ARC will enter into a Letter Agreement in the
form of Annex K to this proxy statement pursuant to which ARC will pay Quadrant transaction fees upon the closing
of the QMT and AFT acquisitions, calculated by reference to 2% of the total enterprise value for the QMT acquisition
and AFT acquisitions, which shall result in an estimated fee payment to Quadrant by ARC of approximately
$1,600,000. Payment of the fee by ARC is contingent on closing of the QMT Acquisition and the AFT Acquisition.

In addition, Quadrant and QMT have entered into a non-exclusive financial advisory agreement, attached as Annex |
to this proxy statement (the “QMT Financial Advisory Agreement”), whereby Quadrant performs ongoing consulting
and advisory services for QMT through Quadrant personnel (acting at all times as independent contractors to QMT).
The scope of such services includes business consulting services, financial advisory services, and other services. In
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consideration for such services, on January 1, 2012 QMT commenced paying an annual cash fee to Quadrant of
$250,000 to be paid in quarterly installments. QMT shall reimburse Quadrant for all reasonable out-of-pocket costs
and expenses incurred by Quadrant in connection with the performance of its services. The QMT-Quadrant financial
advisory agreement will continue in effect following the acquisition of QMT by the Company and will remain
effective through December 31, 2013 in accordance with the QMT Financial Advisory Agreement Amendment
attached as Annex J to this proxy statement.
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Q: Why did the ARC Board of Directors form a Special Committee?

Due to the affiliate relationships and conflicts of interest described above, the Board of Directors of ARC appointed
a special committee consisting of two disinterested ARC directors (the “Special Committee”), formed to represent the
interests of the disinterested shareholders of ARC. The Special Committee was given broad authority to evaluate
_the Company’s strategic and financial alternatives, including the QMT transaction. The Special Committee was
“supported by its own independent special legal counsel and financial advisors. The disinterested directors serving
on the Special Committee are Jonathan Bernstein and Lynn Wunderman. Subsequent to the date of formation of the
Special Committee in January 2012, Mr. Jerrold Abrahams was appointed as an additional independent director to
the Board of ARC but he did not join the Special Committee.

Q: What is the role of the Special Committee?

The Special Committee has been granted a broad mandate of authority to independently critically review, negotiate
at arm’s length, and accept or reject the QMT Acquisition and the Securities Sale, as well as to explore alternatives.
The Special Committee has been charged with assuring that all relevant facts relating to the QMT Acquisition and
_the Securities Sale, including any relationships, conflicts, available projections, and financials and relevant history,
“are disclosed to the disinterested shareholders so that the shareholders can make an informed decision about

whether to approve the QMT Acquisition and the Securities Sale. The “disinterested shareholders™ are shareholders of

the Company who do not have any direct or indirect familial, financial, professional, or employment relationship
with the Company, QMT or AFT, or any of their respective subsidiaries or affiliates.

The Special Committee met separately on numerous occasions and was separately represented by independent
financial and legal advisors. The Special Committee negotiated all terms and conditions pertaining to the QMT
Acquisition and the Securities Sale to the same and full extent as if the parties were at arms-length. Following
assessment of the Company’s alternatives and evaluation and extensive negotiation by the Special Committee of all
terms and conditions of the QMT Acquisition Agreement and related agreements, the Special Committee
recommended the approval of the proposed QMT Acquisition and the Securities Sale to the full ARC board of
directors, having determined that the terms of the QMT Acquisition and the Securities Sale as negotiated are fair to
the disinterested shareholders of ARC and in ARC’s best interest. Following the recommendation of the Special
Committee, the QMT Acquisition and the Securities Sale were approved by our entire Board of Directors.

The Company’s Articles of Incorporation provide that interested party transactions with the Company shall be deemed
to be ratified if a majority of a quorum of the shareholders having voting power shall have approved such matter.
Since Brean Murray will constitute part of the quorum at the Annual Meeting, Brean Murray will vote on Proposal
No. 2 in order to ensure compliance with the express terms of the Company’s Articles of Incorporation in connection
with the approval of the QMT Acquisition and the Securities Sale. Notwithstanding, the QMT Acquisition and the
Securities Sale will be deemed approved only if a majority of the disinterested shareholders voting on the proposal
vote in favor of the QMT Acquisition and the Securities Sale. Accordingly, only disinterested shares of ARC
Common Stock voting “for”, “against” or “abstain” on Proposal No. 2 will determine whether Proposal No. 2 will be
approved and whether ARC will close the QMT Acquisition and the Securities Sale. Shares of Common Stock
represented by executed but unmarked proxies will be voted “for” Proposal No. 2. Broker non-votes will be counted
only for purposes of quorum and will not be counted for, against or abstaining from Proposal No. 2.

38



Edgar Filing: ARC WIRELESS SOLUTIONS INC - Form DEFM14A

None of the officers, directors or shareholders of ARC have any ownership interest in AFT or any other relationship
which could cause a conflict of interest with respect to the acquisition of AFT. Neither Quadrant nor any persons
affiliated with QMT have any relationships that would cause a conflict of interest with respect to the AFT acquisition.
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Q: What is the amendment to ARC’s Amended and Restated Articles of Incorporation?

If the shareholders approve the 1:1.95 shares Reverse Stock Split and the corporate name change, we will following
the closing of the transactions contemplated by the Acquisitions file with the Secretary of State of the State of Utah
_an Amended and Restated Articles of Incorporation, in the form attached as Annex A to this proxy statement,
"which upon effectiveness will only cause the effectiveness of the Reverse Stock Split and change the name of the
Company from “ARC Wireless Solutions, Inc.” to “ARC Group Worldwide, Inc.” No other changes or modifications
will be made to the Amended and Restated Articles of Incorporation.

. What agreements has ARC entered into, or is ARC entering into, in connection with the transactions

Q: contemplated for the acquisition of QMT and AFT?

We have entered into the QMT Acquisition Agreement with the owners of QMT and Carret P.T., LP, pursuant to
which we will acquire 100% of the issued and outstanding membership interests of QMT in exchange for the
issuance of an aggregate of 7,857,898 shares of ARC Common Stock (equal to 4,029,691 shares after giving effect
_to the proposed 1:1.95 Reverse Stock Split) at an exchange price of $4.00 per share ($7.80 per share giving effect to
“the proposed 1-for-1.95 Reverse Stock Split); and Carret P.T., LP will simultaneously purchase 112,648
newly-issued shares of ARC’s Common Stock (equal to 57,768 shares of ARC Common Stock after giving effect to
the proposed 1:1.95 Reverse Stock Split) at $4.00 per share ($7.80 per share giving effect to the proposed

1-for-1.95 Reverse Stock Split) in consideration for cash investment in ARC of $450,594

We have entered into the AFT Acquisition Agreement. Pursuant to the terms of the AFT Acquisition Agreement, we
will acquire 100% ownership of AFT and the AFTE SPV in consideration for the payment to PCC of $25,400,000 in
cash and $17,600,000 in the form of the Convertible Note. Under the terms of the AFT Acquisition Agreement and
ancillary agreements thereto, we will acquire all of the real property of AFT and the AFTE SPV, other than the real
estate related to the Thixoforming Division of AFT, and we will also employ the AFT and AFTE Hungarian
employees. Under the AFT Acquisition Agreement, we will issue the AFT Convertible Note which will be convertible
into shares of ARC Common Stock at any time prior to maturity of the AFT Convertible Note (subject to certain
restrictions).

QMT has received a term sheet, dated June 21, 2012, from TD Bank and ARC has agreed to be guarantor of the
Financing Arrangement. The TD Bank Financing Arrangement includes a revolving line of credit in an amount of up
to $10,000,000 and three term loans totaling up to an estimated $18,000,000 with terms ranging from 6 months to ten

years, provided, however, the total credit exposure allocated to the Financing Arrangement at closing shall not exceed
25,000,000.

In connection with the Acquisitions, Quadrant and ARC have agreed to the terms of the Quadrant Waiver which
grants waivers of certain economic rights under the ARC Advisory Agreement previously entered into with ARC, and
pursuant to which Quadrant has relinquished the automatic renewal provisions to that agreement. Quadrant also
agreed to an amendment to the QMT Letter Agreement pursuant to which that agreement will terminate early on
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Q: What am I being asked to vote on?

A:  You are being asked by the Board of Directors of ARC to consider and vote on the following matters:

The election of the six nominees for directors whose names are set forth on the Proxy Card; referred to in this proxy
statement as Proposal No. 1;

The approval of: (i) the QMT Acquisition and the issuance of 7,857,898 shares of ARC Common Stock (equal to
4,029,691 shares after giving effect to the proposed 1:1.95 Reverse Stock Split) at an exchange price of $4.00 per
share ($7.80 per share giving effect to the proposed 1-for-1.95 Reverse Stock Split); and (ii) the sale and issuance of
-112,648 shares of ARC Common Stock (equal to 57,768 shares of ARC Common Stock after giving effect to the
proposed 1:1.95 Reverse Stock Split) to Carret P.T., LP at $4.00 per share ($7.80 per share giving effect to the
proposed 1-for-1.95 Reverse Stock Split) in consideration for cash investment in ARC of $450,594; collectively
referred to in this proxy statement as Proposal No. 2;

The approval of the AFT acquisition and the contingent issuance of shares of Common Stock underlying a
convertible note to be issued by the Company in partial consideration for the AFT Acquisition, to PCC in accordance
“with the terms of the AFT Acquisition Agreement and the AFT Convertible Note, referred to in this proxy statement
as Proposal No. 3;

-10-
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_The approval of the Amended and Restated Articles of Incorporation to effect the Reverse Stock Split at an exchange
ratio of 1-for-1.95 shares of Company Common Stock, referred to in this proxy statement as Proposal No. 4;

_The approval of the Amended and Restated Articles of Incorporation to change the name of the Company to “ARC
Group Worldwide, Inc.”, referred to in this proxy statement as Proposal No. §5;

The ratification of the selection of Hein & Associates LLP to serve as our certified independent accountants for the
year ending December 31, 2012, referred to in this proxy statement as Proposal No. 6; and

The adjournment or postponement of the Annual Meeting to a later date or time, if necessary, to solicit additional
-proxies in the event there are insufficient votes at the time of such adjournment or postponement to approve the other
proposals, referred to in this proxy statement as Proposal No. 7.

. Why is ARC seeking shareholder approval of the Acquisitions and issuance of the shares of Common Stock
*as described in Proposal Nos. 2 and 3?

Q

Our Common Stock is listed on the Nasdaq Capital Market (“NASDAQ”) and we are therefore subject to the listing
rules and requirements of NASDAQ. These rules, which apply to the proposed issuance of the shares of Common
Stock, require shareholder approval for an issuance of Common Stock, or securities convertible into Common
Stock, in a transaction or series of related transactions equal to or greater than 20% of our Common Stock
outstanding before the issuance of the additional securities. The NASDAQ Rules also require shareholder approval
if any of ARC’s directors, officers or shareholders with more than 5% ownership, directly or indirectly have an
interest in the company or assets to be acquired and the present issuance of Common Stock could result in an
increase in outstanding Common Stock or voting power of ARC of more than 5%. The shares of Common Stock to
be issued represent greater than 20% of our outstanding Common Stock. Quadrant indirectly owns 74% of the
membership interests of QMT. Brean Murray is the controlling shareholder of ARC. Brean Murray and Quadrant
are under common control and therefore Brean Murray, Quadrant, ARC and QMT are affiliates under common
control. Mr. Jason Young and Mr. Alan Quasha, an officer of Quadrant, each serve on the Board of Directors of
QMT. Therefore, under the NASDAQ Rules, shareholder approval is required for the issuance of the shares of
Company Common Stock pursuant to the proposed terms of the QMT Acquisition, the Securities Sale as well as the
contingent issuance of shares of Company Common Stock in the event of conversion of the convertible note to be
issued pursuant to the proposed terms of the AFT Acquisition.

A:

In addition, under the Utah Revised Business Corporations Act (the “URBCA”), the QMT Acquisition and the
Securities Sale constitute conflicting interest transactions. Conflicting interest transactions may not be enjoined, be set
aside, or give rise to an award of damages or other sanctions, in a proceeding by a shareholder or by or in the right of
the corporation, solely because the director, or any person with whom or which the director has a personal, economic,
or other association, has an interest in the transaction, if certain procedures are undertaken by the corporation. ARC is
submitting the QMT Acquisition to the separate vote of the disinterested shares as part of the procedures undertaken
by ARC responsive to the URBCA.
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Under Section 16-10a-853 of the Utah Revised Business Corporation Act, a transaction may not be enjoined, set
aside, or give rise to an award of damages or other sanctions, in a proceeding by any shareholder or by or in the right
of the corporation, solely because the director, or any person with whom or which the director has a personal,
economic, or other association, has an interest in the transaction, if the transaction has been approved by a majority of
the votes entitled to be cast by disinterested shareholders present in person or by proxy at a meeting properly called
for such purpose. As such, if the QMT Acquisition is approved by a majority of disinterested shareholders present and
voting at the Annual Meeting in person or by proxy, the shareholders of the Company would thereafter have no basis
for further claims under state law in such regard. Shareholders would not be foreclosed, however, from seeking
recourse on the basis of other legal doctrines or laws.
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Q: What quorum and vote is required in connection with each of the proposals?

A quorum, consisting of the holders of a majority of the shares of our Common Stock entitled to vote as of the
record date of the Annual Meeting, must be present in person or represented by proxy before any action may be
_taken at the Annual Meeting. Except for abstentions in connection with Proposal No. 2, discussed in further detail
"below, abstentions and broker non-votes will be treated only as shares that are present for purposes of ascertaining
whether there is a quorum sufficient for the Annual Meeting to be convened and conduct the business of the
meeting.

Regarding Proposal No. 1 pertaining to the election of six directors of the Company, the affirmative vote of a plurality
of the shares represented at the meeting, in person or by proxy, is required to elect each director.

The QMT Acquisition and the Securities Sale are subject to (i) a majority of all outstanding shares being present for
purposes of quorum; and (ii) a majority of all disinterested shares present and voting, in person or by proxy, at the

Annual Meeting, voting “For” Proposal No. 2. Only for purposes of Proposal No. 2, shares voted as “abstaining” will have
the same effect as voting “against” the QMT Acquisition. Broker non-votes will not be counted as voting “for”, “against” or
“abstaining” from Proposal No. 2. Shares of Common Stock represented by executed but unmarked proxies will be

voted “for” Proposal No. 2.

The approval of a majority of all shares of Common Stock present and voting in person or by proxy will be required to
approve each of Proposals Nos. 3, 4,5, 6 and 7.

Abstentions will not be counted for purposes of determining the outcome of Proposals Nos. 1, 3, 4, 5, 6 or 7. Broker
non-votes will be counted only for purposes of quorum and will not be counted for purposes of determining the
outcome of any proposals submitted to the vote of the shareholders.

. What happens if only one (but not both) of Proposal No. 2 or Proposal No. 3 is approved by ARC’s
‘shareholders at the Annual Meeting or adjournment thereof?

If only one of Proposal No. 2 or Proposal No. 3 is approved, but not both, we will endeavor to proceed with the
“transaction which has been approved by the shareholders.

The closings of the QMT Acquisition and the Securities Sale are conditioned upon ARC obtaining consent of a
majority of the disinterested shares which are present and voting on Proposal No. 2 at the Annual Meeting.
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The closing of the QMT Acquisition is a condition to closing the AFT Acquisition only on the part of PCC as the
seller of AFT. In the event that the QMT Acquisition is not approved by a majority of the disinterested shares voting
on Proposal No. 2 at the Annual Meeting, PCC may in reliance on the closing condition decide not to proceed with the
AFT Acquisition or, alternatively, PCC may at its sole discretion waive the condition and require ARC to proceed
with the closing of the AFT Acquisition.

Q: Am I being asked to vote to approve the QMT Acquisition and AFT Acquisition?

Yes. The NASDAQ Rules require that the QMT Acquisition, the Securities Sale and the AFT Acquisition
_transactions be submitted to the vote of shareholders because the issuances of securities may result in more than
"20% of new Company securities to be issued at or following the closing of the transactions, and also because Brean

Murray and its affiliates, as a substantial shareholder, could increase control over the Company.

In addition, under the URBCA, the QMT Acquisition and the Securities Sale constitute conflicting interest
transactions and we are therefore submitting the QMT Acquisition to the separate vote of the disinterested
shareholders as part of the procedures undertaken by ARC responsive to the URBCA.

-12-
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.Are there any risks in undertaking (or not undertaking) the transactions contemplated by the respective
‘acquisition agreements and ancillary agreements?

Yes. In evaluating the proposed QMT Acquisition, the Securities Sale and the AFT Acquisition, and the issuances
_of securities related transaction agreements, as well as the proposed Reverse Stock Split and the other matters
“submitted for vote of the shareholders, you should carefully consider the risks and other factors discussed in the

section of this proxy statement entitled “Risk Factors” beginning on page 32.

Q: What are the conditions to completing the Acquisitions?

The QMT Acquisition Agreement contains conditions to each party’s closing obligations, and includes the express
condition that we receive approval from a majority of those disinterested shareholders present and voting at a
meeting of shareholders called prior to the closing of the QMT Acquisition. The QMT Acquisition Agreement also
contains a condition that if ARC is required to file an application pertaining to the continuation of listing for trading
:of its securities on NASDAQ or other national securities exchange, such application or applications, as the case
may be, shall have been approved in writing by the respective securities regulatory organizations such that ARC’s
Common Stock must remain eligible and qualified for trading on at least one national securities exchange
immediately following the closing date and free from any delisting determination, notice of non-compliance with
listing criteria or similar proceeding.

The AFT Acquisition Agreement contains a provision that we will close the QMT acquisition at the same time as, or
prior to, the AFT closing, which may be waived by PCC. In addition, since the shares of our Common Stock will be

is

sued as consideration in connection with the acquisitions above the thresholds required for shareholder approval

under the NASDAQ Rules, approval by the ARC shareholders of the matters set out in each of Proposal No. 2 and
Proposal No. 3 by the holders of ARC Common Stock is required for us to complete the Acquisitions.

In addition to the closing conditions above, the QMT Acquisition Agreement and the AFT Acquisition Agreement and
the related transaction agreements each contain additional customary closing conditions.

A:would be a “controlled company” as defined under the NASDAQ Rules The status of being a “controlled company’

Q: How will my vote affect the composition of ARC’s Board of Directors?

We do not plan on making any changes to the composition of the ARC Board of Directors in connection with the
Acquisitions. However, if the Acquisitions are approved by the ARC shareholders, Brean Murray and its affiliates
will thereafter have majority voting control of all matters submitted to the vote of shareholders. As a result, ARC
would exempt ARC from being required to comply with the following Nasdaq requirements: (a) have a majority of
independent directors; (b) have independent director oversight over executive officer compensation; or (c) have
independent director oversight over director nominations.
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Q: How does ARC’s Board of Directors recommend that I vote on each of the proposals?

A: Our Board of Directors unanimously recommends that you vote:

“FOR” each of the six nominees for director whose names are set forth on the proxy card;

“FOR” the approval of (i) the QMT Acquisition and the issuance of 7,857,898 shares of newly-issued shares of ARC
Common Stock (equal to 4,029,691 shares after giving effect to the proposed 1:1.95 Reverse Stock Split) at an
exchange price of $4.00 per share ($7.80 per share giving effect to the proposed 1-for-1.95 Reverse Stock Split) in
-consideration for the acquisition of QMT; and (ii) sale and issuance of 112,648 shares of Company Common Stock
(equal to 57,768 shares of ARC Common Stock after giving effect to the proposed 1:1.95 reverse stock split) to
Carret P.T., LP at $4.00 per share ($7.80 per share giving effect to the proposed 1-for-1.95 Reverse Stock Split) in
consideration for cash investment of $450,594;

-13-

47



Edgar Filing: ARC WIRELESS SOLUTIONS INC - Form DEFM14A

“FOR the approval of the AFT Acquisition and the contingent issuance of shares of Company Common Stock
underlying the AFT Convertible Note to be issued by the Company;

“FOR” the Amendment and Restatement of the Company’s Articles of Incorporation to effect the Reverse Stock Split
with the ratio of 1-for-1.95 shares of Common Stock;

“FOR” the Amendment and Restatement of the Company’s Articles of Incorporation to change the name of the
Company;

“FOR? the ratification of the selection of Hein & Associates LLP as our independent certified accountants for the year
ending December 31, 2012; and

“FOR” the proposal to authorize the adjournment of the Annual Meeting (if necessary) to solicit additional proxies if
there are insufficient votes at the time of the annual meeting to approve the proposals set forth above.

Q: What happens if I do not vote?

The presence in person or by proxy of a majority of the outstanding shares of our Common Stock entitled to vote is
required for us to ascertain a quorum and convene our Annual Meeting. If you do not vote, we may not be able to
_obtain a quorum to properly conduct the Annual Meeting. If you do not wish to vote, we request that you return
“your proxy indicating that you consent to being present for purposes of obtaining the quorum. In this manner, we
will be able to conduct the Annual Meeting even if you do not vote your shares on any of the proposals submitted
to the vote of the shareholders.

Q: What happens if I abstain?

If you execute and return your proxy card or submit a proxy by fax and vote “ABSTAIN” or if you vote “ABSTAIN" at
the Annual Meeting, your shares will be counted only for purposes of determining the presence of a quorum.
However, if you abstain on Proposal No. 2, your abstention will also have the effect of voting “against” Proposal No.
2. If the QMT Acquisition is not approved by the ARC shareholders then a condition to PCC’s obligation to close
“the AFT Acquisition would not be satisfied and PCC may elect to terminate the AFT Acquisition Agreement.
Shares of Common Stock represented by executed but unmarked proxies will be voted “for” Proposal No. 2. Broker
non-votes will not be considered to be abstentions unless explicitly marked “abstain” and will otherwise only be
present at the Annual Meeting for purposes of ascertaining a quorum.

Section 8 of Article II of the Company Bylaws provides that if a quorum exists, action on a matter, other than the
election of directors, by a voting group is approved if the votes cast within the voting group favoring the action exceed
the votes cast within the voting group opposing the action. Election of directors is determined by plurality voting and
therefore abstentions will not have an effect on the outcome of the election of directors. Other than the effects of
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abstention on Proposal No. 2, abstentions will not have an effect on the outcome of voting on any other matters
submitted to the vote of the shareholders.

Q: What is the difference between holding shares as a shareholder of record and as a beneficial owner?

Most of our shareholders hold their shares through a broker, bank or other nominee rather than directly in their own
A:name. As summarized below, there are some distinctions between shares held of record and those owned
beneficially.

Shareholder of Record—If your shares are registered directly in your name with our transfer agent, Computershare, you
are considered the shareholder of record with respect to those shares and these proxy materials are being sent directly

to you by us. As the shareholder of record, you have the right to grant your voting proxy directly to us or to vote in
person at the Annual Meeting. After carefully reading and considering the information contained in this proxy
statement, if you are the shareholder of record, please submit your proxy via the Internet in accordance with the
instructions set forth in the enclosed proxy card, or fill out, sign and date the proxy card, and then mail your signed
proxy card in the enclosed prepaid envelope as soon as possible so that your shares may be voted at the Annual
Meeting.
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Beneficial Ownership—If your shares are held in a brokerage account or by a bank or other nominee, you are considered
the beneficial owner of shares held in “street name,” and these proxy materials are being forwarded to you by your
broker, bank or other nominee who is considered the shareholder of record with respect to those shares. As the
beneficial owner, you have the right to direct your broker, bank or other nominee on how to vote and are also invited

to attend the Annual Meeting. However, since you are not the shareholder of record, you may not vote these shares in
person at the Annual Meeting unless you request a legal proxy from your broker, bank or other nominee. Your broker,
bank or other nominee has enclosed a voting instruction card with this proxy statement for you to use in directing such
institution regarding how to vote the shares you beneficially own.

See “The Annual Meeting—How to Vote Your Shares” beginning on page 26.

Q: If my shares are held in “street name’ by my broker, will my broker vote my shares for me?

If your shares are held in street name, your broker may, under certain circumstances, vote your shares. Certain
brokerage firms have authority to vote a client’s unvoted shares on some “routine” matters but cannot vote a client’s
unvoted shares on “non-routine” matters. All Proposals except No. 6 and 7 are considered “non-routine” matters under
_exchange rules applicable to brokerage firms. If you do not give voting instructions to your broker on a “non-routine”
"matter, your shares may constitute “broker non-votes.” A broker non-vote occurs on a matter when a broker returns

an executed proxy but indicates that it does not have discretionary authority to vote on that matter and has not
received instructions from the beneficial owner. Broker non-votes are not deemed to be votes cast and, therefore,

are not included in the tabulation of the voting results on these proposals.

You should instruct your broker to vote your shares. If you do not instruct your broker, your broker may not have the
authority to vote your shares for any of the proposals at the Annual Meeting.

Please check with your broker and follow the voting procedures your broker provides. Your broker will advise you
whether you may submit voting instructions via the Internet. See “The Annual Meeting—Quorum and Required Votes”

s 9

and “The Annual Meeting—Abstentions and Broker ‘Non-Votes’.

Q: How can I vote my shares in person at the Annual Meeting?

Shares held directly in your name as the shareholder of record may be voted in person at the Annual Meeting. If
you choose to do so, please bring the enclosed proxy card or proof of identification to the meeting. Even if you plan
A:to attend the Annual Meeting, we recommend that you vote your shares in advance so that your vote will be
counted if you later decide not to attend the Annual Meeting. If you hold your shares in “street name,” you must
request a legal proxy from your broker, bank or other nominee in order for you to vote at the Annual Meeting.
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Q: How can I vote my shares without attending the Annual Meeting?

If you do not plan to attend the Annual Meeting, we request that you vote your shares as promptly as possible. If
“you are the shareholder of record, you may mark your votes, date, sign and return the enclosed proxy card.

For shares held in “street name,” you may vote your shares by submitting voting instructions to your broker, bank or

other nominee. A voting instruction card will be provided by your broker, bank or other nominee.
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Q: May I change my vote after I have submitted a proxy via fax or mailed my signed proxy card?

Yes. You may change your vote at any time before your proxy is voted at the Annual Meeting. You can do this in
several ways. If you hold your shares as a shareholder of record, you can send a written notice stating that you want
_to revoke your proxy, or you can complete and submit a new proxy card, in either case dated later than the prior
"proxy card relating to the same shares. You must submit your notice of revocation or your new proxy card to: ARC
Wireless Solutions, Inc., 6330 North Washington Street, Unit #13, Denver, Colorado 80216-1146, Attention:
Corporate Secretary.

You can also attend the Annual Meeting and vote in person. Simply attending the Annual Meeting, however, will not
revoke your proxy; you must vote at the Annual Meeting to revoke your proxy if you have not previously revoked
your proxy.

You can also change your vote by submitting a proxy at a later date by fax or mail if you have previously voted by fax
or mail in connection with the Annual Meeting, in which case your later-submitted proxy will be recorded and your
earlier proxy revoked.

If your shares are held in “street name” and you have instructed your broker, bank or other nominee to vote your shares,
the preceding instructions do not apply, and you must follow the voting procedures received from your broker, bank
or other nominee to change your vote.

Q: If I want to attend the Annual Meeting, what do I do?

You should come to the place of our Annual Meeting, located at Carret Asset Management, LLC, 40 West 57th
Street, 20th Floor, New York, NY, 10019 at 10:00AM Eastern Daylight Time, on August 7, 2012. Shareholders of

A:record as of the record date for the Annual Meeting can vote in person at the Annual Meeting. If your shares are
held in “street name,” then you must ask your broker, bank or other nominee holder how you can vote at the Annual
Meeting.

Q: Do I have dissenters’ or appraisal rights as a holder of ARC’s Common Stock?

No. Dissenters’ rights, also referred to as appraisal rights, will not be available to holders of ARC Common Stock
“under the Utah Revised Business Corporation Act.

Q: Who is paying for this proxy solicitation?
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The total expense of this solicitation will be borne by ARC, including reimbursement paid to brokerage firms and
_others for their expenses in forwarding material regarding the Annual Meeting to beneficial owners. Solicitation of
"proxies may be made personally or by mail, internet, e-mail or facsimile by officers and other management

employees of ARC, who will receive no additional compensation for their services.

Who can help answer my additional questions about the Annual Meeting, the acquisitions of QMT and AFT,
Q: the acquisition agreements, the related ancillary agreements and the transactions contemplated by the QMT
Acquisition Agreement and the AFT Acquisition Agreement?

A: If you have questions about the Annual Meeting and the matters to be voted upon, please contact:

ARC Wireless Solutions, Inc.

6330 North Washington Street, Unit #13
Denver, Colorado 80216-1146
Attention: Corporate Secretary

Telephone: (303) 467-5236
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

The information contained in this proxy statement may contain certain statements about ARC, QMT and AFT that are
or may be “forward-looking statements” that is, statements related to future, not past, events, including forward-looking
statements within the meaning of the U.S. Private Securities Litigation Reform Act of 1995. These statements are
based on the current expectations of the management of ARC and QMT (as the case may be, however, we are not
relying on any expectations of current AFT management) and are subject to uncertainty and changes in circumstances
and involve risks and uncertainties that could cause actual results to differ materially from those expressed or implied
in such forward-looking statements. Factors that could cause our results to differ materially from current expectations
include, but are not limited to factors detailed in our reports filed with the U.S. Securities and Exchange Commission
(“SEC”) as well as this proxy statement under the caption “Risk Factors”. In addition, these statements are based on a
number of assumptions that are subject to change. The forward-looking statements contained in the information in this
proxy statement may include statements about the expected effects on ARC, QMT and AFT regarding the

acquisitions, the expected timing and scope of the acquisitions, strategic options and all other statements in this
document other than historical facts. Without limitation, any statements preceded or followed by, or that include the
words “targets”, “plans”, “believes”, “expects”, “aims”, “intends”, “will”, “may”, “anticipates”, “estimates”, ‘“approximates”, *
“sees”, “should,” “would,” “expect,” “positioned,” “strategy,” or words or terms of similar substance or derivative variation or
negative thereof, are forward-looking statements. Forward-looking statements include statements relating to the
following: (i) future capital expenditures, expenses, revenues, earnings, synergies, economic performance,

indebtedness, financial condition, losses and future prospects; (ii) business and management strategies and the

expansion and growth of ARC’s, QMT’s and/or AFT’s operations and potential synergies resulting from the acquisition;
(iii) the effects of government regulation on ARC’s, QMT’s and/or AFT’s business, and (iv) our plans, objectives,
expectations and intentions generally.

There are a number of factors that could cause actual results and developments to differ materially from those
expressed or implied by such forward-looking statements. These factors include, but are not limited to, the satisfaction
of the conditions to the respective acquisition agreements, completing the financing required for closing the
Acquisitions, and other risks related to the Acquisitions and actions related thereto, and whether we will be able to
close the Acquisitions. Additional particular uncertainties that could cause our actual results to be materially different
than those expressed in forward-looking statements include: risks associated with our international operations;
significant movements in foreign currency exchange rates; changes in the general economy, as well as the cyclical
nature of our markets; our ability to accurately estimate the cost of or realize savings from our anticipated synergies or
restructuring programs; availability and cost of raw materials, parts and components used in our products; the
competitive environment in the areas of our planned industrial activities; our ability to identify, finance, acquire and
successfully integrate attractive acquisition targets, including but not limited to QMT and AFT should the acquisitions
be successful; and achieve expected synergies, expected earnings of ARC following the Acquisition, and risks relating
to any unforeseen liabilities of QMT and/or AFT; the amount of and our ability to estimate known and unknown
liabilities; material disruption at any of our significant manufacturing facilities; the solvency of our insurers and the
likelihood of their payment for losses; our ability to manage and grow our business and execution of our business and
growth strategies; our recent substantial leadership turnover and realignment; our ability and the ability our customers
to access required capital at a reasonable costs; our ability to expand our business in our targeted markets; our ability
to cross-sell our product portfolio to existing and new customers of QMT and AFT; the level of capital investment and
expenditures by our customers in our strategic markets; our financial performance; our ability to identify, address and
remediate any material weakness in our internal control over financial reporting; our ability to achieve or maintain
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credit ratings and the impact on our funding costs and competitive position if we do not do so; and others risks and
factors as disclosed in this proxy statement under the caption “Risk Factors”. Other unknown or unpredictable factors
could also cause actual results to differ materially from those in any forward-looking statement.

Due to such uncertainties and risks, readers are cautioned not to place undue reliance on any forward-looking
statements, which speak only as of the date hereof. None of ARC, QMT or AFT undertakes any obligation to update
publicly or revise forward-looking statements, whether as a result of new information, future events or otherwise,
except to the extent legally required. Nothing contained herein shall be deemed to be a forecast, projection or estimate
of the future financial performance of ARC or any of its subsidiaries, QMT or AFT, or the scope of business
following completion of the acquisitions, unless otherwise expressly stated.
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SUMMARY

This summary highlights selected information also contained elsewhere in this proxy statement related to the matters
you are being asked to vote upon and may not contain all of the information important to you. You should read this
entire document and the other documents to which this proxy statement refers you to fully understand the matters you
are being asked to vote upon. Each item in this summary refers to the page where that subject is hereinafter discussed
in more detail.

The Transactions

The QMT Acquisition Agreement (see page 128)

Prior to the QMT Acquisition, Quadrant owns, through its wholly-owned subsidiaries QMP Holdings Corp. (“QMP”)
and QTS Holdings Corp. (“QTS”) seventy-four percent (74%) of the membership interests (the “Membership Interests™)
of QMT with the remaining twenty-six percent (26%) owned by three individual parties, Mr. John Schoemer, Mr.

Arlan Clayton and Mr. Robert Marten, the CEO of QMT (the “Non-Controlling QMT Investors” and, together with
QMP and QTS, the “QMT Sellers”). On April 6, 2012, ARC entered into a Membership Interests Purchase Agreement
with the QMT Sellers in which ARC will acquire all of the Membership Interests from the QMT Sellers in exchange
for newly issued shares of ARC (the “QMT Acquisition Agreement”). Under the terms of the QMT Acquisition
Agreement, at the closing, we will issue a total of 7,857,898 newly-issued shares of ARC Common Stock (equal to
4,029,691 shares after giving effect to the proposed 1:1.95 Reverse Stock Split) (the “QMT Shares”) at an exchange
price of $4.00 per share ($7.80 per share giving effect to the proposed 1-for-1.95 Reverse Stock Split) in exchange for
100% of the QMT Membership Interests. The QMT Shares will consist of 5,808,066 newly issued shares of Common
Stock to be issued in the aggregate to two wholly-owned subsidiaries of Quadrant: QMP Holdings Corp. (“QMP”) and
QTS Holdings Corp. (“QTS”) (equal to 2,978,495 shares after giving effect to the proposed 1:1.95 Reverse Stock Split),
and a total of 2,049,831 newly issued shares of Common Stock to be issued to the Non-Controlling QMT Investors
(equal to 1,051,195 shares after giving effect to the proposed 1:1.95 Reverse Stock Split). Simultaneously at closing of
the QMT Acquisition Agreement, Carret P.T., LP, an affiliate of Brean Murray Carret Group, Inc. (“Brean Murray”),
will purchase from ARC 112,648 newly-issued shares of ARC’s Common Stock (equal to 57,768 shares of ARC
Common Stock after giving effect to the proposed 1:1.95 reverse stock split) at $4.00 per share ($7.80 per share

giving effect to the proposed 1-for-1.95 Reverse Stock Split) in consideration for a cash investment in ARC of
$450,594.

The following chart sets forth ownership of QMT prior to the transaction:

Shareholder Shares Owned Percentage of Shares
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QMP Holdings Corp. 18,614
QTS Holdings Corp. 9,063

Arlan Clayton 7,490
John Schoemer 1,498
Robert Marten 780
Total 37,445

Quadrant is the owner of QTS Holdings Corp. and QMP Holdings Corp., constituting approximately 74% ownership

of QMT prior to the acquisition by ARC.

Stockholder Meeting and Board Recommendation regarding QMT Acquisition (see page 128)

49.71
24.20
20.00
4.00
2.08
100.0

%
%
%
%
%
%

The QMT Acquisition Agreement requires us to present and recommend to the ARC shareholders the adoption of the

QMT Acquisition Agreement and obtain the approval of the QMT Acquisition and the Securities Sale by the
affirmative vote of the holders of at least a majority of shares held by disinterested holders of the ARC’s Common
Stock present and voting on such proposal (in person or by proxy) at a meeting at which at least a majority of all

shares of ARC’s Common Stock are present for quorum purposes.
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Other Covenants and Agreements regarding QMT Acquisition (see page 129).

Following the execution of the QMT Acquisition Agreement, the QMT Sellers are generally required to operate the
business of QMT in the same manner as it has been operated in the past until the closing. The parties acknowledge
that QMT may make distributions of cash to its members following the execution of the QMT Acquisition Agreement
and prior to the closing, provided that there is not less than $250,000 cash in QMT accounts at closing and non-cash
working capital in amount equal to not less than 20% of the trailing twelve months’ net sales of the Company, as
determined as of the most recent calendar month-end prior to the closing date.

From the date of the QMT Acquisition Agreement to the date of closing or termination of the QMT Acquisition
Agreement, the QMT Sellers and QMT are required to refrain from initiating, engaging or entering into a different
agreement to engage in a transaction concerning any acquisition, equity or debt financing, joint venture, merger,
reorganization, consolidation, recapitalization, business combination, liquidation, dissolution, share exchange, sale of
stock, sale of material assets or similar business transaction involving QMT or any subsidiary (an “Alternate
Transaction”). However, ARC is expressly entitled to initiate, solicit or encourage or otherwise facilitate an Alternate
Transaction with any party concerning an Alternate Transaction involving ARC, and may, subject to delivery of
certain required notices, terminate the QMT Acquisition Agreement and enter into an alternative transaction which the
Special Committee believes in good faith to be a “Superior Proposal” as defined in the QMT Acquisition Agreement,
giving full consideration to the potentially negative effect such alternative transaction may have on the AFT
Acquisition.

Conditions to Closing regarding QMT Acquisition (see page 130)

Consummation of the transactions contemplated by the QMT Acquisition Agreement is conditional upon, among
other matters, of (i) approval of the transactions contemplated by the QMT Acquisition Agreement by an affirmative
vote of the stockholders holding at least a majority of the shares of ARC Common Stock held by disinterested holders
of shares of ARC Common Stock present and voting on the transaction at a meeting in which at least a majority of all
shares of ARC Common Stock are present for quorum purposes; (ii) if ARC is required to file an application
pertaining to the continuation of listing for trading of its securities on NASDAQ or other national securities exchange,
such application or applications, as the case may be, shall have been approved in writing by the respective securities
regulatory organizations such that ARC’s Common Stock must remain eligible and qualified for trading on at least one
national securities exchange immediately following the closing date and free from any delisting determination, notice
of non-compliance with listing criteria or similar proceeding; (iii) there must be not less than $250,000 cash in QMT
accounts at closing and having non-cash working capital in amount equal to not less than 20% of the trailing twelve
months’ net sales of the Company, as determined as of the most recent calendar month-end prior to the closing date;
(iv) the Company shall have received the opinion of its financial advisor as to the fairness of the transaction from a
financial point of view, which opinion shall be in form and substance reasonably acceptable to the Company and the
Special Committee; and (v) other customary closing conditions.
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As part of the QMT Acquisition Agreement, simultaneously at closing of the QMT Acquisition Agreement, Carret
P.T. LP, an affiliate of Brean Murray, will purchase from ARC, at a purchase price of $4.00 per share ($7.80 per share
giving effect to the 1-for-1.95 Reverse Stock Split), 112,648 shares of ARC Common Stock (equal to 57,768 shares of
ARC Common Stock after giving effect to the proposed 1:1.95 Reverse Stock Split) for total cash investment of
$450,594 by Carret P.T., LP (the “Securities Sale”). The reasons for this Securities Sale are as follows: following the
QMT Acquisition, the former shareholders of QMT will own 71% of the value of ARC. QMI could accomplish the
proposed transaction without recognizing taxable gain if the transaction qualifies as a tax-free contribution of the
QMT interests to ARC under Section 351 of the Internal Revenue Code of 1986, as amended (the “351 Transaction”). In
order to qualify as a tax-free exchange, the 351 Transaction must result in the group of transferors of property to ARC
owning at least 80% of the voting power and value of the outstanding stock of the transferee corporation. The
Securities Sale is expected to accomplish meeting the conditions required for the 351 Transaction tax treatment. The
proceeds of the Securities Sale will be available for general corporate purposes of ARC after closing of the Securities
Sale.

-19-
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There would be no tax effect on the unaffiliated shareholders of ARC if the purchase is not made by Carret. If Carret
does not make the stock purchase, then the sole tax result is that the QMT shareholders would become subject to tax
as of the date of exchange of their QMT membership interests for shares of ARC common stock. For purposes of
clarity, the shareholders of ARC will not be subject to a taxable transaction in connection with the QMT Acquisition
irrespective of whether Carret purchases or does not purchase the new shares of ARC Common Stock. Only the
holders of QMT Membership Interests are affected for purposes of tax treatment with respect to the Carret purchase of
ARC Common Stock.

Termination of the QMT Acquisition Agreement (see page 131)

Prior to the closing, the QMT Acquisition Agreement may be terminated for the following reasons:

by ARC at any time prior to completion of the issuance of the QMT Shares, if any of the QMT Sellers or QMT has
(i) breached any of their representations, warranties or covenants under the QMT Acquisition Agreement and failed
"to cure such breach within 15 days from written notice of such breach and (ii) such breach, if not cured, would give
rise to the failure to meet certain conditions to closing;

by the QMT Sellers at any time prior to completion of the issuance of the QMT Shares, if ARC (i) has breached its
representations or undertakings under the QMT Acquisition Agreement and failed to cure such breach within 15 days
"from written notice of such breach and (i) such breach, if not cured, would give rise to the failure to meet certain
conditions to closing;

by the QMT Sellers or ARC, if the closing has not occurred on or before June 25, 2012 due to the failure of any
condition precedent from taking place (unless the failure is caused by the party that gives notice of the termination)
'however, as of June 25, 2012, and then again on July 13, 2012, each of the QMT Sellers and ARC agreed to waive
this provision and extend such deadline until August 8, 2012;

by ARC in connection with a Superior Proposal; or

by mutual written agreement of the QMT Sellers and ARC.

Indemnification

The representations and warranties of QMP and QTS will survive for fifteen months, however the representations and
warranties related to fraud and the existence and authority of QMP, QTS and the QMT Subsidiaries and the
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capitalization of QMT (the “Seller Fundamental Representations”) will survive indefinitely and the representations and
warranties related to employee benefits, taxes, environmental conditions and products will survive until 60 days
following the expiration of the applicable statute of limitations. The representations and warranties of the
Non-Controlling QMT Investors will survive for six months, however the representations and warranties related to
fraud and the authority and ownership of the membership interests of QMT will survive indefinitely. The
representations and warranties of ARC will survive for fifteen months, however the representations and warranties
related to fraud and the existence and authority of ARC will survive indefinitely. Each shareholder is indemnifying
ARC up to their respective purchase price consideration.

QMP and QTS will indemnify ARC and their affiliates against all liabilities arising out of or relating to: any breach of
any representation or warranty made by QMP or QTS; any breach of any covenant by QMP or QTS; and certain tax
liabilities incurred prior to closing. QMP and QTS are jointly and severally liable. Except for claims related to the
Seller Fundamental Representations, QMP and QTS are not liable for any indemnity claims until the losses equal
$200,000 at which point QMP and QTS are liable for all losses in excess of the initial $200,000. Except for claims
related to the Seller Fundamental Representations and employee benefits, taxes, environmental conditions, and
products, the maximum amount of all claims shall be 15% of the value of the Acquisition Consideration. The
maximum amount of all claims related to employee benefits, taxes, environmental conditions, and products and the
Seller Fundamental Representations is 100% of the Purchase Price. The Non-Controlling QMT Investors are not
responsible for losses resulting from certain indemnification claims related to QMP, QTS, QMT and the QMT
Subsidiaries.

-20-
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The indemnification obligations of QMT Sellers will be only satisfied with the delivery of the acquisition
consideration valued at $4.00 per share, subject to adjustment for forward stock splits, reverse stock splits, stock
dividends and any other similar events. Giving effect to the 1-for-1.95 Reverse Stock Split, the acquisition
consideration would be $7.80 per share. The QMT Sellers have agreed, for purposes of assuring the respective
indemnification obligations, not to sell, transfer or encumber the Shares of ARC issued to the Sellers for a minimum
period of 180 days after the closing date. In the event a Seller lacks the number of shares of Buyer Stock required to
satisfy an indemnity claim, such Seller will be required to purchase the requisite number of shares from one or more
third parties on the open market. Quadrant will guarantee the indemnification obligations of QMP and QTS.

ARC will indemnify QMT and their affiliates against all liabilities arising out of or resulting from: any breach of any
representation or warranty made by ARC; any breach of any covenant by ARC; and certain tax liabilities incurred
following the closing.

Interests of ARC’s Executive Officers and Directors in the QMT Transaction

When you consider our Board of Directors’ recommendation to vote in favor of the Proposals, you should be aware
that our executive officers and directors have interests in the transactions contemplated by the QMT Acquisition
Agreement that may be different from, or in addition to, the interests of the other ARC stockholders. In particular,
each of Theodore Deinard, ARC’s Interim Chief Executive Officer, Acting Chief Financial Officer and Director, Jason
T. Young, ARC’s former Chief Executive Officer, Chairman of the Board and Director and Keerat Kaur, ARC’s
Corporate Secretary, are employed by Quadrant. Quadrant indirectly owns 74% of the membership interests of QMT.
Brean Murray is the controlling shareholder of ARC. Brean Murray and Quadrant are under common control and
therefore Brean Murray, Quadrant, ARC and QMT are affiliates under common control. Mr. Jason Young and Mr.
Alan Quasha, an officer of Quadrant, each serve on the Board of Directors of QMT.

Due to the affiliated relationships among ARC, Brean Murray, Quadrant and QMT, our Board of Directors has
appointed a Special Committee, consisting of two disinterested, independent directors of ARC (the “Special
Committee™). The Special Committee has been advised by independent valuation consultants and independent legal
advisors. The Special Committee has independently negotiated the terms of the QMT Acquisition and has
recommended to our full Board of Directors to close the QMT Acquisition.

In respect of Proposal No. 2 which pertains to the proposed QMT Acquisition and the Securities Sales, because Brean
Murray and Quadrant are affiliates of ARC and QMT, Brean Murray will vote separately from all other shareholders

in respect of Proposal No. 2. The QMT Acquisition Agreement will be approved, and the QMT Acquisition and the
Securities Sale will be authorized to close, only if a majority of the disinterested shares of ARC Common Stock

present and voting at the Annual Meeting, in person or by proxy, vote “For” Proposal No. 2. The Company’s Articles of
Incorporation provide that interested party transactions with the Company shall be ratified if a majority of a quorum of
the shareholders having voting power shall have approved such matter. Accordingly, Brean Murray will vote

62



Edgar Filing: ARC WIRELESS SOLUTIONS INC - Form DEFM14A

separately on the QMT Acquisition and the Securities Sale, but its separate vote will have no effect if a majority of the
disinterested shares voting on the proposal do not vote in favor of the QMT Acquisition and the Securities Sale.
Shares present but abstaining at the Annual Meeting will have the same effect as voting “against” Proposal No. 2.
Broker non-votes will be counted only for purposes of quorum.

The AFT Acquisition Agreement and Related Agreements (see page 135)

On April 6, 2012, PCC, PCC, AFTE and ARC entered into the AFT Acquisition Agreement, pursuant to which ARC
will purchase one-hundred percent (100%) of the shares of AFT (the “AFT Shares”) and acquire one-hundred percent
(100%) of the special purpose acquisition company holding the AFTE assets (the “AFTE SPV”). Prior to closing, PCC
will cause AFT to transfer the Thixoforming Division of AFT, including all of the associated liabilities, to PCC.
Under the AFT Acquisition Agreement and ancillary agreements, ARC will also acquire the real property owned by
AFTE and AFT. The purchase of the AFT Shares and AFTE SPV will exclude certain liabilities, including tax
liabilities and intercompany accounts obligations.

21-
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Purchase Price regarding AFT Acquisition Agreement (see page 135)

The purchase price of AFT is $43,000,000 (the “AFT Purchase Price”). $25,400,000 of the AFT Purchase Price will be
payable in cash and $17,600,000 will be paid in the form of the AFT Convertible Note. The AFT Purchase Price will
be subject to a working capital adjustment.

Other Covenants and Agreements regarding AFT Acquisition Agreement (see page 137)

At the closing, ARC will take all actions necessary to complete the transactions contemplated in the QMT Acquisition
Agreement and the AFT Acquisition Agreement (the “ARC Consolidation™).

Prior to the closing, AFT and AFTE will settle all ordinary course of business intercompany accounts.

PCC, AFTE and ARC have agreed to other covenants relating to, among others, publicity, certain tax matters, access
to information, and the making of certain filings with governmental authorities.

Conditions to Closing regarding AFT Acquisition Agreement (see page 137)

Consummation of the transactions contemplated by the AFT Acquisition Agreement is conditional upon, among other
matters (i) settlement of all intercompany accounts between PCC, AFT and AFTE, (ii) completion of the ARC
Consolidation, (iii) transfer of the Thixoforming Division to PCC and (iv) AFT has available cash of $100,000 at
closing.

Termination of the AFT Acquisition Agreement (see page 138)

Prior to the closing, the AFT Acquisition Agreement may be terminated:
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by PCC, AFTE or ARC, if any applicable governmental authority has issued an order, decree or ruling or takes any
other action restraining, enjoining or otherwise prohibiting the transactions contemplated in the AFT Acquisition
Agreement;

by ARC at any time prior to closing, if PCC or AFTE (i) has breached certain material representations or
-undertakings under the AFT Acquisition Agreement and failed to cure such breach within 60 days from written
notice of such breach and (ii) such breach, if not cured, would give rise to the failure to meet a condition to closing;

by PCC and AFTE at any time prior to closing, if the ARC has (i) breached its representations, warranties and
-covenants under the AFT Acquisition Agreement and failed to cure such breach within 60 days from written notice of
such breach and (ii) such breach, if not cured, would give rise to the failure to meet a condition to closing;

by any party if the closing has not occurred by August 8, 2012 but this right is not available to any party whose
-failure to fulfill any obligation under the AFT Acquisition Agreement is the cause for the closing not to have
occurred;

by ARC if any update to the disclosure schedule contains a material change; and

by mutual written agreement of the PCC, AFTE and ARC.

The AFT Convertible Note (see page 139)

The AFT Convertible Note will mature on the fifth anniversary of the date of issuance (the “Maturity Date”), subject to
acceleration upon certain acceleration events. The AFT Convertible Note will accrue interest at a rate equivalent to
5-year U.S. T-Note Rates, to be reset on each annual anniversary from the date of issuance. Interest shall be paid
quarterly in cash in arrears. No dividends may be paid on Common Stock or preferred stock nor shall any share
repurchases be made while any principal or interest on the AFT Convertible Note remains outstanding. If the AFT
Convertible Note is in default, the interest rate shall be increased to 12% per annum during the continuation of the
default condition.
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Conversion of the AFT Convertible Note (see page 139)

At any time prior to the Maturity Date, the outstanding principal balance and accrued but unpaid interest, if any, of the
AFT Convertible Note may be converted into Common Stock as follows:

At the option of PCC at any time on the basis of the 30-day average trading value of the Common Stock
immediately preceding conversion (the “Conversion Rate”), provided that the AFT Convertible Note may be

(a)converted only if it converts into less than 10% of the common ownership of ARC and the equity value of ARC is
not less than $176 million. On any given trading day, PCC may not sell more than 10% of the aggregate trading
volume of the trading day immediately preceding the sale date (the “Volume Limitation™).

At the option of PCC at any time in connection with a sale of ARC, in which case the conversion ratio will be
determined on the basis of the lower of the 30-day average trading value of the Common Stock immediately
preceding announcement of the sale transaction and the 30-day average trading value of the Common Stock
immediately preceding the closing of the sale transaction.

(b)

At the option of PCC at any time at the Conversion Rate if ARC is then in default under the terms of the AFT
Convertible Note.

(©)

At the option of ARC, any portion of the principal amount of the AFT Convertible Note, provided that the entire
amount of such acquired Common Stock may be sold by PCC under SEC Rule 144 in a single three-month period.

(d)Provided that the sale of the Common Stock is completed within five business days of the conversion, ARC shall
reduce the portion of the principal amount of the AFT Convertible Note by the proceeds of PCC’s sale of the
Common Stock.

If PCC sells the Common Stock issued upon conversion of the AFT Convertible Note within five business days of
its issuance, which period may be extended if PCC is unable to sell the Common Stock due to the Volume
Limitation, PCC shall pay to ARC the amount, if any, by which the sale proceeds of the Common Stock (the “Sale
Proceeds”) exceed the corresponding principal and interest of the AFT Convertible Note that PCC converted into the
Common Stock (the “Note Proceeds”). PCC may elect to satisfy this payment by having the principal of the AFT
Convertible Note reduced on a dollar-for-dollar basis. ARC will pay PCC to the extent the Note Proceeds exceed

the Sale Proceeds, provided ARC may elect to pay this amount by increasing the principal of the AFT Convertible
Note on a dollar-for-dollar basis.

(e)

Interests of ARC’s Executive Officers and Directors in the AFT Transaction

66



Edgar Filing: ARC WIRELESS SOLUTIONS INC - Form DEFM14A

Our executive officers and directors have interests in the transactions contemplated by the AFT Acquisition
Agreement that may be different from, or in addition to, the interests of the other ARC stockholders. In particular,
each of Theodore Deinard, ARC’s Interim Chief Executive Officer, Acting Chief Financial Officer and Director, Jason
T. Young, ARC’s former Chief Executive Officer, Chairman of the Board and Director and Keerat Kaur, ARC’s
Corporate Secretary, are employed by Quadrant. Quadrant indirectly owns 74% of the membership interests of QMT.
Brean Murray is the controlling shareholder of ARC. Brean Murray and Quadrant are under common control and
therefore Brean Murray, Quadrant, ARC and QMT are affiliates under common control. Mr. Jason Young and Mr.
Alan Quasha, an officer of Quadrant, each serve on the Board of Directors of QMT.
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Pursuant to the original terms of the ARC Advisory Agreement entered into on January 21, 2009, attached as Annex G
to this proxy statement (the “ARC Advisory Agreement”), Quadrant has provided the Company financial advisory and
business consulting services, including restructuring services. In consideration for the restructuring services provided
by Quadrant since November 2008 and for ongoing services, the Company originally agreed to pay Quadrant the
following compensation: (1) an initial cash fee of $250,000 upon signing the ARC Advisory Agreement; (2) an annual
fee of the greater of: (i) $250,000, (ii) 20% of any increase in reported earnings before interest, taxes, depreciation and
amortization after adjusting for one-time and non-recurring items (“EBITDA”) for the current financial year over
preceding year, or (iii) 20% of reported EBITDA for the current financial year; and (3) all reasonable out-of-pocket
expenses incurred Quadrant in performing services under the ARC Advisory Agreement.

Quadrant has been paid $250,000 per year since 2008 and has received $1,000,000 in fees in the aggregate since
inception of the Agreement. To date, Quadrant has been paid $62,500 in fees for the first quarter of 2012.

The ARC Advisory Agreement technically provides Quadrant the right to receive 20% of ARC’s EBITDA, even if
such EBITDA is derived from the QMT acquisition and the AFT acquisition. However, Quadrant has granted waivers
to certain provisions of the ARC Advisory Agreement, in the form attached as Annex H to this proxy statement (the
“Quadrant Waiver”), such that: (I) in calendar year 2012 Quadrant shall only be paid an annual fee equal to the greater
of (i) $250,000; (ii) the product of (a) 20% and (b) the EBITDA of ARC for the twelve months ending December 31,
2012 less the combined EBITDA of QMT and AFT for the twelve months ending February 29, 2012 less the EBITDA
of ARC for the twelve months ending December 31, 2011; or (iii) the product of (a) 20% and (b) the reported
EBITDA for the financial year of the Company minus the reported EBITDA for QMT and AFT for the twelve months
ended February 29, 2012; and (II) in calendar year 2013 Quadrant shall only be paid an annual fee equal to the greater
of (i) $250,000; (ii) the product of (a) 20% and (b) the EBITDA of ARC for the twelve months ending December 31,
2013 less the EBITDA of ARC for the twelve months ending December 31, 2012; or (iii) the product of (a) 20% and
(b) the reported EBITDA for the financial year of the Company minus the reported EBITDA for QMT and AFT for
the twelve months ended February 29, 2012. The ARC Advisory Agreement has been further revised such that it shall
no longer extend for additional one-year periods after its expiration on December 31, 2013 in the absence of written
termination notice by either party.

In consideration for granting the foregoing waiver, and in consideration for substantial merger and acquisition support
services rendered to ARC over the past several years, Quadrant and ARC will enter into a Letter Agreement in the
form of Annex K to this proxy statement pursuant to which ARC will pay Quadrant transaction fees upon the closing
of the QMT and AFT acquisitions, calculated by reference to 2% of the total enterprise value for the QMT acquisition
and AFT acquisitions, which shall result in an estimated fee payment to Quadrant by ARC of approximately
$1,600,000. Payment of the fee by ARC is contingent on closing of the QMT Acquisition and the AFT Acquisition.
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ANNUAL MEETING OF SHAREHOLDERS

Date, Time and Place

The Annual Meeting of the shareholders of ARC Wireless Solutions, Inc. (referred to herein as “ARC” or the “Company”)
will be held on August 7, 2012 at 10:00 AM (Eastern Daylight Time) (the “Annual Meeting”) at the offices of Carret
Asset Management, LLC, 40 West 57th Street, 20th Floor, New York, NY, 10019 for the following purposes:

1. To elect a Board of Directors consisting of six directors;

To approve (i) the acquisition of Quadrant Metals Technologies, LLC (“QMT”) and the issuance of 7,857,898 shares

of ARC Common Stock (equal to 4,029,691 shares after giving effect to the proposed 1:1.95 Reverse Stock Split) at

an exchange price of $4.00 per share ($7.80 per share giving effect to the proposed 1-for-1.95 Reverse Stock Split);
2.and (ii) the sale and issuance of 112,648 shares of ARC Common Stock (equal to 57,768 shares of ARC Common

Stock after giving effect to the proposed 1:1.95 Reverse Stock Split) at $4.00 per share ($7.80 per share giving

effect to the proposed 1-for-1.95 Reverse Stock Split) to Carret P.T., LP in consideration for a cash investment in

ARC of $450,594 (the “Securities Sale”);

To approve the acquisition of Advance Forming Technology, Inc. (“AFTI”); and the Hungarian special purpose
acquisition company holding the Hungarian AFTE assets currently owned by AFT Europa KFT (the “AFTE SPV”,
collectively referred to together with AFTI as “AFT”, and the acquisitions thereto collectively referred to as the “AFT
"Acquisition” and together with the QMT Acquisition, the “Acquisitions”), and to approve the contingent issuance of
shares of Company Common Stock underlying a convertible note to be issued by the Company to the seller of AFT
in partial consideration for the AFT Acquisition;

To approve the amendment and restatement of the Company’s Articles of Incorporation to effect a Reverse Stock
"Split of ARC’s Common Stock at an exchange ratio of 1-for-1.95 shares of Common Stock;

To approve the amendment and restatement of the Company’s Articles of Incorporation to change the Company’s
‘name to ARC Group Worldwide, Inc.;

To ratify the selection of Hein & Associates LLP to serve as our certified independent accountants for the year
“ending December 31, 2012; and

To authorize the adjournment of the Annual Meeting (if necessary) to solicit additional proxies if there are
“insufficient votes at the time of the Annual Meeting to approve the proposals set forth above.
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Record Date, Shares Outstanding and Entitled to Vote

The close of business on July 17, 2012 has been fixed as the record date for the determination of holders of record of
the Company’s common stock, $.0005 par value per share (the “Common Stock”), entitled to notice and to vote at the
Annual Meeting. On the record date, 3,091,350 shares of Common Stock were outstanding and eligible to vote at the
Annual Meeting. Each share, unless otherwise set forth herein, is entitled to one vote. A majority of the issued and
outstanding shares of Common Stock entitled to vote, represented either in person or by proxy, constitutes a quorum
at any meeting of the shareholders. If sufficient votes for approval of the matters to be considered at the Annual
Meeting have not been received prior to the meeting date, we intend to postpone or adjourn the Annual Meeting in
order to solicit additional votes. The form of proxy we are soliciting requests authority for the proxies, in their
discretion, to vote the shareholders’ shares with respect to a postponement or adjournment of the Annual Meeting. At
any postponed or adjourned meeting, we will vote any proxies received in the same manner described in this proxy
statement with respect to the original meeting.
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Common Stock Ownership of Directors and Executive Officers

As of the record date, our directors and executive officers, prior to effectiveness of any and all of the proposed
transactions herein, are deemed to beneficially own an aggregate of 36.44% of the shares of Common Stock entitled to
vote at the special meeting, which consists entirely of shares owned of record by Brean Murray. Notwithstanding the
foregoing, in respect of Proposal No. 2, Brean Murray will vote separately from all other shareholders and the QMT
Acquisition and the Securities Sale will be authorized to close only if a majority of the disinterested shares of ARC
Common Stock present and voting at the Annual Meeting, in person or by proxy, vote “For” Proposal No. 2. The
separate vote of Brean Murray will have no effect if a majority of the disinterested shares voting on Proposal No. 2
vote against, or abstain from voting, on Proposal No. 2.

How to Vote Your Shares

Shares held directly in your name as the shareholder of record may be voted in person at the Annual Meeting. You can
come to the place of our Annual Meeting, located at Carret Asset Management, LLC, 40 West 57th Street, 20th Floor,
New York, NY, 10019 at 10:00AM Eastern Daylight Time, on August 7, 2012. If you choose to do so, please bring
the enclosed proxy card or proof of identification to the meeting. Even if you plan to attend the Annual Meeting, we
recommend that you vote your shares in advance so that your vote will be counted if you later decide not to attend the
Annual Meeting. If you hold your shares in “street name,” you must request a legal proxy from your broker, bank or
other nominee in order for you to vote at the Annual Meeting.

If you do not plan to attend the Annual Meeting, we request that you vote your shares as promptly as possible. If you
are the shareholder of record, you may mark your votes, date, sign and return the enclosed proxy card.

For shares held in “street name,” you may vote your shares by submitting voting instructions to your broker, bank or
other nominee. A voting instruction card will be provided by your broker, bank or other nominee. For shares held in
“street name,” you may be eligible to vote via the Internet if your broker, bank or other nominee participates in the
proxy voting program provided by Broadridge. Instructions for voting via the Internet, if available, will be provided
by your broker, bank or other nominee.

Votes at the Annual Meeting are counted by an inspector of election. Shares of stock present in person or represented
by proxy, including abstentions (shares that do not vote with respect to one or more of the matters presented for
shareholder approval), and broker “non-votes,” are counted as present and entitled to vote for purposes of determining
whether a quorum exists at the Annual Meeting. A broker “non-vote” occurs when a nominee holding shares for a
beneficial owner does not vote on a particular proposal because the nominee does not have discretionary voting power
with respect to that item and has not received voting instructions from the beneficial owner. If your shares are held in
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the name of a bank, broker or other nominee, you must obtain a proxy, executed in your favor, from the holder of
record, to be able to vote at the Annual Meeting. At any postponed or adjourned meeting, we will vote any proxies
received in the same manner described in this proxy statement with respect to the originally scheduled Annual
Meeting. Please note, in the absence of your specific instructions as to how to vote, brokers may not vote your shares
on the election of directors or on any other proposals other than the ratification of selection of Hein & Associates LLP
to serve as our certified independent accountants for the year ending December 31, 2012, or adjournment of the
Annual Meeting (if necessary) to solicit additional proxies if there are insufficient votes at the time of the Annual
Meeting to approve the other proposals. We encourage you to provide instructions to your broker regarding the voting
of your shares.

In the election of directors, the six director candidates having the highest number of votes cast in favor of their
election will be elected to the Board of Directors. A plurality of the votes present in person or represented by proxy at
the Annual Meeting is required for election of the Directors. The determinations of the shareholders with respect to all
other Proposals will be determined by a majority of those present and voting in person or by proxy, except with
respect to Proposal No. 2, as to which special procedures have been applied, as discussed in detail below.
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Quadrant indirectly owns 74% of the membership interests of QMT. Brean Murray is the controlling shareholder of
ARC. Brean Murray and Quadrant are under common control and therefore Brean Murray, Quadrant, ARC and QMT
are affiliates under common control. In addition, the following officers and directors of ARC are also affiliated with
Quadrant and Brean Murray: Mr. Jason Young, ARC’s Chairman, Mr. Theodore Deinard, ARC’s Interim Chief
Executive Officer, Acting Chief Financial Officer and Director and Ms. Keerat Kaur, ARC’s Corporate Secretary. Mr.
Jason Young and Mr. Alan Quasha, an officer of Quadrant, each serve on the Board of Directors of QMT. Because of
the affiliated relationships, Brean Murray will vote separately from all other shareholders in respect of the proposal to
acquire QMT and the proposal to issue of 7,857,898 shares of Company Common Stock (equal to 4,029,691 shares
after giving effect to the proposed 1:1.95 Reverse Stock Split) at an exchange price of $4.00 per share ($7.80 per share
giving effect to the proposed 1-for-1.95 Reverse Stock Split), in consideration for the acquisition of QMT. The QMT
Acquisition and the Securities Sale will be authorized to close only if a majority of disinterested shares of ARC
Common Stock which are present and voting at the Annual Meeting, in person or by proxy, vote “For” Proposal No. 2.
The separate vote of Brean Murray will have no effect if a majority of the disinterested shares voting on the proposal
do not vote in favor of the QMT Acquisition and the Securities Sale.

How to Change Your Vote

You may change your vote at any time before your proxy is voted at the Annual Meeting. You can do this in several
ways. If you hold your shares as a shareholder of record, you can send a written notice stating that you want to revoke
your proxy, or you can complete and submit a new proxy card, in either case dated later than the prior proxy card
relating to the same shares. You must submit your notice of revocation or your new proxy card to: ARC Wireless
Solutions, Inc., 6330 North Washington Street, Unit #13, Denver, Colorado 80216-1146, Attention: Corporate
Secretary.

You can also attend the Annual Meeting and vote in person. Simply attending the Annual Meeting, however, will not
revoke your proxy; you must vote at the Annual Meeting to revoke your proxy if you have not previously revoked
your proxy.

You can also change your vote by submitting a proxy at a later date by fax or via the Internet, if you have previously
voted by fax or via the Internet in connection with the Annual Meeting, in which case your later-submitted proxy will
be recorded and your earlier proxy revoked.

If your shares are held in “street name” and you have instructed your broker, bank or other nominee to vote your shares,
the preceding instructions do not apply, and you must follow the voting procedures received from your broker, bank
or other nominee to change your vote.
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Counting Your Vote

All properly executed proxies delivered and not properly revoked will be voted at the special meeting as specified in
such proxies. If you provide specific voting instructions, your shares of Common Stock will be voted as instructed. If
you hold shares in your name and sign and return a proxy card or submit a proxy via the Internet without giving
specific voting instructions, your shares will be voted as follows:

“FOR” EACH OF THE SIX NOMINEES FOR DIRECTOR WHOSE NAMES ARE SET FORTH ON THE
PROXY CARD:;

“FOR” THE APPROVAL OF (I) THE QMT ACQUISITION AND ISSUANCE OF 7,857,898 SHARES OF
ARC COMMON STOCK (EQUAL TO 4,029,691 SHARES AFTER GIVING EFFECT TO THE PROPOSED
1:1.95 REVERSE STOCK SPLIT) AT AN EXCHANGE PRICE OF $4.00 PER SHARE ($7.80 PER SHARE
GIVING EFFECT TO THE PROPOSED 1-FOR-1.95 REVERSE STOCK SPLIT) IN CONSIDERATION
-FOR THE QMT ACQUISITION; AND (II) THE SALE AND ISSUANCE OF 112,648 SHARES OF ARC’S
COMMON STOCK (EQUAL TO 57,768 SHARES OF ARC COMMON STOCK AFTER GIVING EFFECT
TO THE PROPOSED 1:1.95 REVERSE STOCK SPLIT) TO CARRET P.T., LP AT $4.00 PER SHARE
($7.80 PER SHARE GIVING EFFECT TO THE PROPOSED 1-FOR-1.95 REVERSE STOCK SPLIT) IN
CONSIDERATION FOR CASH INVESTMENT IN ARC OF $450,594;

“FOR” THE APPROVAL OF THE AFT ACQUISITION AND CONTINGENT ISSUANCE OF ARC SHARES
UPON CONVERSION OF THE AFT COVERTIBLE NOTE;
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“FOR” THE AMENDMENT AND RESTATEMENT OF THE COMPANY’S ARTICLES OF
INCORPORATION TO CAUSE THE EFFECTIVENESS OF THE 1:1.95 REVERSE STOCK SPLIT;

“FOR” THE AMENDMENT AND RESTATEMENT OF THE COMPANY’S ARTICLES OF
INCORPORATION TO CHANGE THE COMPANY NAME TO “ARC GROUP WORLDWIDE, INC.”;

“FOR” THE RATIFICATION OF THE SELECTION OF HEIN & ASSOCIATES LLP AS OUR
INDEPENDENT CERTIFIED ACCOUNTANTS FOR THE YEAR ENDING DECEMBER 31, 2012; AND

“FOR” THE PROPOSAL TO AUTHORIZE THE ADJOURNMENT OF THE ANNUAL MEETING (IF
-NECESSARY) TO SOLICIT ADDITIONAL PROXIES IF THERE ARE INSUFFICIENT VOTES AT THE
TIME OF THE ANNUAL MEETING TO APPROVE THE PROPOSALS SET FORTH ABOVE.

Proxies solicited may be voted only at the special meeting and any adjournment or postponement of the special
meeting and will not be used for any other meeting.

Quorum and Required Votes

A quorum, consisting of the holders of a majority of the shares of our Common Stock entitled to vote as of the record
date of the Annual Meeting, must be present in person or represented by proxy before any action may be taken at the
Annual Meeting. Except for abstentions in connection with Proposal No. 2, discussed in further detail below,
abstentions and broker non-votes will be treated only as shares that are present for purposes of ascertaining whether
there is a quorum sufficient for the Annual Meeting to be convened and conduct the business of the meeting.

Regarding Proposal No. 1 pertaining to the election of six directors of the Company, the affirmative vote of a plurality
of the shares represented at the meeting, in person or by proxy, is required to elect each director.

The QMT Acquisition and the Securities Sale are subject to (i) a majority of all outstanding shares being present for
purposes of quorum; and (ii) a majority of all disinterested shares present and voting, in person or by proxy, at the

Annual Meeting, voting “For” Proposal No. 2. Only for purposes of Proposal No. 2, shares voted as “abstaining” will have
the same effect as voting “against” the QMT Acquisition. Broker non-votes will not be counted as voting “for”, “against” or
“abstaining” from Proposal No. 2. Shares of Common Stock represented by executed but unmarked proxies will be

voted “for” Proposal No. 2.
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The approval of a majority of all shares of Common Stock present and voting in person or by proxy will be required to
approve each of Proposals Nos. 3, 4,5, 6 and 7.

Abstentions will not be counted for purposes of determining the outcome of Proposals Nos. 1, 3, 4, 5, 6 or 7. Broker
non-votes will be counted only for purposes of quorum and will not be counted for purposes of determining the
outcome of any proposals submitted to the vote of the shareholders.

Abstentions and Broker ‘“Non-Votes”

Votes at the Annual Meeting are counted by an inspector of election. Shares of stock present in person or represented
by proxy, including abstentions (shares that do not vote with respect to one or more of the matters presented for
shareholder approval), and broker “non-votes,” are counted as present and entitled to vote for purposes of determining
whether a quorum exists at the Annual Meeting. A broker “non-vote” occurs when a nominee holding shares for a
beneficial owner does not vote on a particular proposal because the nominee does not have discretionary voting power
with respect to that item and has not received voting instructions from the beneficial owner. If your shares are held in
the name of a bank, broker or other nominee, you must obtain a proxy, executed in your favor, from the holder of
record, to be able to vote at the Annual Meeting. At any postponed or adjourned meeting, we will vote any proxies
received in the same manner described in this proxy statement with respect to the originally scheduled Annual
Meeting. Please note that brokers may not vote your shares on the election of directors in the absence of your specific
instructions as to how to vote, so we encourage you to provide instructions to your broker regarding the voting of your
shares.
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In the election of directors, the six director candidates having the highest number of votes cast in favor of their
election (constituting a plurality) will be elected to the Board of Directors. Only votes “FOR” or “AGAINST” the
nominees in respect of Proposal No. 1 will affect the outcome. Abstentions or withheld votes shall not affect the
outcome of any of the proposals except Proposal No. 2, discussed in further detail below.

Quadrant indirectly owns 74% of the membership interests of QMT. Brean Murray is the controlling shareholder of
ARC. Brean Murray and Quadrant are under common control and therefore Brean Murray, Quadrant, ARC and QMT
are affiliates under common control. In addition, the following officers and directors of ARC are also affiliated with
Quadrant and Brean Murray: Mr. Jason Young, ARC’s Chairman, Mr. Theodore Deinard, ARC’s Interim Chief
Executive Officer, Acting Chief Financial Officer and Director and Ms. Keerat Kaur, ARC’s Corporate Secretary. Mr.
Jason Young and Mr. Alan Quasha, an officer of Quadrant, each serve on the Board of Directors of QMT. Because of
the affiliated relationships, Brean Murray will vote separately from all other shareholders in respect of the proposal to
acquire QMT and the proposal to issue 7,857,898 shares of ARC Common Stock (equal to 4,029,691 shares after
giving effect to the proposed 1:1.95 Reverse Stock Split) at an exchange price of $4.00 per share ($7.80 per share
giving effect to the proposed 1-for-1.95 Reverse Stock Split), in consideration for the QMT Acquisition. Proposal No.
2, pertaining to the QMT Acquisition, will be subject to the affirmative consent of a majority of the disinterested
shares of ARC Common Stock present and voting at the Annual Meeting, in person or by proxy. The Company’s
Articles of Incorporation provide that interested party transactions with the Company shall be ratified if a majority of
a quorum of the shareholders having voting power shall have approved such matter. Only disinterested shares of ARC
Common Stock voting “for”, “against” or “abstain” on Proposal No. 2 will determine whether Proposal No. 2 will be
approved, and whether ARC will close the QMT Acquisition and the Securities Sale. Shares of Common Stock
represented by executed but unmarked proxies will be voted “for” Proposal No. 2. Broker non-votes will be counted
only for purposes of quorum and will not be counted for, against or abstaining from Proposal No. 2.

Solicitation of Proxies

This proxy statement is provided in connection with the solicitation of proxies by the Board of Directors of ARC
Wireless Solutions, Inc., a Utah corporation (the “Company”), to be voted at the Annual Meeting of Shareholders to be
held on August 7, 2012 at 10:00 AM (Eastern Daylight Time) (the “Annual Meeting”) at the offices of Carret Asset
Management, LL.C, 40 West 57th Street, 20th Floor, New York, NY, 10019 or at any adjournment or postponement of
the meeting. We anticipate that this proxy statement and the accompanying form of proxy will be first mailed, given

or otherwise provided to shareholders on or about July 18, 2012.

We have chosen to provide our shareholders with proxy materials only by sending printed copies through the mail.
This notice contains instructions on how you may vote your shares only by returning your proxy card through the mail
or by fax. Voting of shares will not be available via an Internet website or by telephone. We anticipate that the proxy
materials will be mailed to shareholders on or about July 18, 2012. If you hold shares of our Common Stock in street
name through a broker, rather than directly in your own name, you should contact your broker to request paper proxy
packages. You may contact us by calling or writing our principle office to obtain directions to be able to attend the
meeting and vote in person: ARC Wireless Solutions, Inc., 6330 North Washington Street, Unit #13, Denver,
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Colorado 80216-1146; Telephone: (303) 467-5236.

This Proxy Statement, ARC’s Annual Report and the Form of Proxy may be viewed, printed and downloaded from the
Internet at www.arcwireless.net.

Additional copies of our proxy materials may also be requested in printed form or by e-mail, at no charge, by calling
telephone: (303) 467-5236 or requesting via e-mail at investorrelations @antennas.com.
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If you hold shares beneficially in street name and do not provide your broker with voting instructions, your shares

may constitute “broker non-votes.” A broker non-vote occurs on a matter where a broker is not permitted to vote on that
matter without instructions from the beneficial owner and instructions are not given. In tabulating the voting result for
any particular proposal, shares that constitute broker non-votes are not considered votes cast on that proposal. Thus,
broker non-votes will not affect the outcome of any matter being voted on at the meeting and will be counted only for
purposes of ascertaining a quorum. In particular, note that brokers may not vote your shares on the election of

directors in the absence of your specific instructions as to how to vote, so we encourage you to provide instructions to
your broker regarding the voting of your shares.

A shareholder giving a proxy may revoke it at any time before it is exercised by delivering written notice of
revocation to our Secretary, by substituting a new proxy executed at a later date, or by requesting, in person at the
Annual Meeting, that the proxy be returned. The solicitation of proxies by the Company is to be made by mail,
telephone and oral communications with shareholders. Our officers, directors and employees may solicit proxies, but
these persons will not receive compensation for that solicitation other than their regular compensation. Arrangements
also will be made with brokerage houses and other custodians, nominees and fiduciaries to forward solicitation
materials to beneficial owners of the shares held of record by those persons. We may reimburse those persons for
reasonable out-of-pocket expenses incurred by them in so doing. We will pay all expenses involved in preparing,
assembling and mailing this proxy statement and the enclosed material.

Adjournment and Postponement

Proposal No. 7 hereof is requesting a vote to authorize the adjournment of the Annual Meeting (if necessary) to solicit
additional proxies if there are insufficient votes at the time of the Annual Meeting to approve the proposals set forth
above.

Whether or not a quorum exists, holders of a majority of our Common Stock present in person or represented by proxy
and entitled to vote at the special meeting may adjourn the special meeting, without further notice other than by an
announcement made at the special meeting.

Recommendation of QOur Board of Directors for voting of the shareholders at the Annual Meeting.

OUR BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT YOU VOTE:
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“FOR” EACH OF THE SIX NOMINEES FOR DIRECTOR WHOSE NAMES ARE SET FORTH ON THE
PROXY CARD:;

“FOR” THE APPROVAL OF (I) THE QMT ACQUISITION AND ISSUANCE OF 7,857,898
SHARES OF ARC COMMON STOCK (EQUAL TO 4,029,691 SHARES AFTER GIVING
EFFECT TO THE PROPOSED 1:1.95 REVERSE STOCK SPLIT) AT AN EXCHANGE
PRICE OF $4.00 PER SHARE ($7.80 PER SHARE GIVING EFFECT TO THE PROPOSED
1-FOR-1.95 REVERSE STOCK SPLIT), IN CONSIDERATION FOR THE QMT
ACQUISITION; AND (II) THE SALE AND ISSUANCE OF 112,648 SHARES OF ARC’S
COMMON STOCK (EQUAL TO 57,768 SHARES OF ARC COMMON STOCK AFTER
GIVING EFFECT TO THE PROPOSED 1:1.95 REVERSE STOCK SPLIT) TO CARRET P.T.,
LP AT $4.00 PER SHARE ($7.80 PER SHARE GIVING EFFECT TO THE PROPOSED
1-FOR-1.95 REVERSE STOCK SPLIT) IN CONSIDERATION FOR CASH INVESTMENT
OF $450,594;

“FOR” THE APPROVAL OF THE AFT ACQUISITION AND CONTINGENT ISSUANCE OF SHARES
UNDER THE TERMS OF THE AFT CONVERTIBLE NOTE;

“FOR” THE AMENDMENT AND RESTATEMENT OF THE ARC ARTICLES OF INCORPORATION TO
CAUSE THE EFFECTIVENESS OF THE REVERSE STOCK SPLIT;

“FOR” THE AMENDMENT AND RESTATEMENT OF THE ARC ARTICLES OF INCORPORATION TO
AUTHORIZE THE NAME CHANGE;

“FOR” THE RATIFICATION OF THE SELECTION OF HEIN & ASSOCIATES LLP AS OUR
INDEPENDENT CERTIFIED ACCOUNTANTS FOR THE YEAR ENDING DECEMBER 31, 2012; AND

-30-

80



Edgar Filing: ARC WIRELESS SOLUTIONS INC - Form DEFM14A

“FOR” THE PROPOSAL TO AUTHORIZE THE ADJOURNMENT OF THE ANNUAL MEETING (IF
-NECESSARY) TO SOLICIT ADDITIONAL PROXIES IF THERE ARE INSUFFICIENT VOTES AT THE
TIME OF THE ANNUAL MEETING TO APPROVE THE PROPOSALS SET FORTH ABOVE.
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RISK FACTORS

General Risks Related to the Acquisitions

The four companies in which QMT owns majority interests, FloMet LLC, Tekna Seal LLC, General Flange &
Forge LLC and TubeFit LLC (collectively referred to herein as the “QMT Group”) have limited numbers of
customers.

The QMT Group companies rely on certain key customers for the majority of their respective product sales, thus
exposing the combined businesses to potential customer concentration risk. The five largest customers of the QMT
Group of companies as a whole, include Medventure Technology Corp., Ormco Corporation, Covidien Medical
Products, Goodrich Sensor Systems, and Starkey Laboratories Inc. The decision by these key customers to cease
adoption of the companies’ products, to switch suppliers or to dramatically reduce product order volumes, could
negatively impact the companies’ topline impacting their operating results and overall profitability. Over the last few
years, the companies have been focused on mitigating this risk. Senior management has made concerted efforts to
broaden their customer base within their existing product markets as well as diversify to other market segments. Our
customer base may remain concentrated and may subject us to risk of loss of key customers. Going forward, the
companies will continue to focus on customer diversification and intend to reduce their dependency on certain
customers.

The QMT Group and AFT companies face pricing pressures.

Due to severe economic conditions, the QMT Group and AFT companies’ respective customers are under pressure to
reduce pricing on their products. Consequently, as suppliers to these end markets, these pricing pressures are passed
on to the companies. Such pricing reductions could put pressure on the companies’ gross margins negatively impacting
the overall profitability of the businesses. However, many of the products manufactured contain higher technology

and thus have helped the companies better manage demands from customers for lower prices. Many of the
technologies are proprietary and difficult to replicate. In past instances, the QMT Group and AFT companies have
been able to avoid such price reduction requests without losing the customers to competition due to the difficulty level
in manufacture of such components and the long-standing relationship the companies have managed to create and
maintain with the customers. There can be no guarantee that this will continue and reductions in prices would harm
our margins and operating results.

The profitability of the OMT Group and AFT companies is threatened by producers in low cost countries.
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Over the past several years, the businesses of the QMT Group and AFT companies have been under pricing pressure
from increasing global competition, primarily from Asia and other low cost areas. The QMT Group and AFT
companies’ sales could be negatively impacted by decisions by major customers to move production of devices
offshore — although historically this has not occurred because of the difficulty to manufacture many of the products
provided to those customers. In particular, to date, whenever any customer has moved manufacture of certain parts,
FloMet has continued to ship product into those low cost countries where product assembly has been relocated. In
addition, AFT’s presence in Europe will enable our metal injection molding (“MIM”) companies to take advantage of the
low cost country footprint in Europe to supplement the U.S. operations. This should help the QMT Group and AFT
companies and improve overall cost structure and increase global competitiveness from a manufacturing, engineering
and sourcing standpoint, however there can be no assurances with respect to actual outcomes. Similarly, the
flange/fittings companies also face a similar risk of the potential of displacement of domestically produced flanges
with flanges from low cost countries like China.

Increases in the prices of raw materials would have an adverse effect on the profitability of the QMT Group and
AFT companies.

Any significant increase in raw material prices could have a significant adverse effect on the businesses. In particular,
metal powders, especially nickel and chrome, are driven by pricing on world commodity markets. Significant
increases in prices of metal powders may negatively impact the MIM companies’ profitability if those increases cannot
be passed along to customers due to market conditions. Decisions made by major mining companies as to increasing
or reducing capacities for mining and refinement of these metals could also significantly affect supplies. In addition,
pricing and availability of steel in the world market has a large impact on pricing of these products, and thus impacts
the flange/fittings companies alike. The companies’ margins may be adversely impacted by price increases by its
suppliers that it is unable to pass along immediately to its customers because of competitive decisions by its larger
competitors in its market areas. In their efforts to find the best pricing on the raw materials, the QMT Group and the
AFT companies try to maintain multiple sourcing relationships, however, there is no assurance that they will be able
to obtain reasonably priced supply sources in the future.
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The availability of raw materials is crucial to the operations of the QMT Group and AFT companies.

The timely procurement of necessary raw materials is critical to each of the companies’ operations. In addition, some
raw materials are available only from certain suppliers. Consequently, poor supply capacity amid tight demand for
these materials, as well as natural disasters or accidents, or other events that negatively impact the supplier, could
adversely affect their timely procurement. For the last several years, there has been a shortage worldwide of capacity
for certain metal powders resulting in MIM manufacturers being on restricted allocation of those materials (based on
historical usage levels), several major metal powder manufacturers have announced significant expansion plans that
should eliminate these restrictions over the next few years. This may negatively affect the ability to grow the MIM
businesses if the alloy required for an application is one of these powders currently on allocation.

A sustained economic downturn would adversely impact the QMT Group and AFT companies.

Demand for products and components manufactured by the QMT Group and AFT companies could be adversely
impacted by deterioration in general economic conditions. Furthermore, a return to recession would result in reduced
demand for new capital equipment which would negatively impact revenues. In addition, a significant slowdown in
the global economy that also adversely impacts domestic demand for energy sources could reduce overall demand for
these products. However, the diversified customer base and product applications of the companies helps mitigate the
effects of economic fluctuations. A significant portion of the products and components are sold to market segments
that are somewhat resilient to the economic trends.

A decline in liquidity in global credit markets could adversely affect the QMT Group and the AFT companies.

Many of the customers and suppliers of the QMT Group and AFT companies are reliant on liquidity from global
credit markets and in some cases, require external financing to purchase products or finance operations. Lack of
liquidity or inability to access the credit markets by the QMT Group companies and AFT customers could adversely
affect the ability of each of the QMT Group companies and AFT’s ability to collect amounts owed to us. The
occurrence of any of the foregoing could have a material and adverse effect on our business, financial condition and
results of operations of the QMT Group and AFT companies.

Political instability in international markets would have a negative effect on the QMT Group and AFT companies.

Significant amount of raw material purchases by QMT Group companies General Flange and TubeFit, are made from
overseas suppliers, particularly in India and South Korea. AFTE conducts its manufacturing in Hungary.
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Consequently, the QMT Group and AFT companies may encounter risks associated with these countries and regions.
Such risks include political instability, changes in legal regulations relating to trade, export, and employment, as well
as deterioration in underlying economic conditions. In particular, political instability in these areas could negatively
affect the QMT Group and AFT companies’ ability to secure uninterrupted supplies of materials. Not only factors
internal to those countries but also external threats from unstable neighboring countries could adversely impact the
ability of those suppliers to maintain normal supplies. Domestic policy changes in these countries could negatively
impact pricing of components purchased from manufacturers in that country which could have near-term negative
impacts on margins. In addition, the AFT Europe business is susceptible to the political and legal climate in Hungary
and Europe in general. Any instability in those areas could directly and adversely impact the business prospects of the
AFT Europe business.
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The AFT companies are vulnerable to currency fluctuations.

The operating results and financial position of certain acquired companies are affected by fluctuations in foreign
currency exchange markets. Significant fluctuations in the exchange rate may adversely impact the values of foreign
currency-denominated product sales, materials costs, and production costs in factories overseas. In addition,
conversion of foreign currency-denominated assets and liabilities, and the foreign currency-denominated financial
statements of overseas subsidiaries into U.S. Dollar for disclosure may also affect the companies’ assets and liabilities,
as well as earnings and expenses. In particular, our acquired AFT operations in Hungary will be subject to liabilities
and obligations that must be paid in the Hungarian currency of forints. The value of the forint has been subject to
substantial volatility against the U.S. Dollar over the past several years. If the forint increases in value against the
dollar, the costs of our prospective Hungarian operations may increase and adversely affect the anticipated results
expected to be derived from the Hungarian business. In addition, increases and/or decreases in value of other
currencies on which we have predicated our business model may also adversely affect our results of operations. We
may hedge certain currency transactions which might protect us against certain fluctuations in currency value, but it
such actions might also correspondingly increase our costs of doing business which could adversely affect our
competiveness.

Leverage and debt service obligations may adversely affect us.

Once we enter into the Financing Arrangement with TD Bank, we will have a significant amount of debt. Our
indebtedness increases the possibility that we may be unable to generate cash sufficient to pay when due the principal
of, interest on, or other amounts due with respect to our indebtedness. The Financing Arrangement bears interest at
floating rates related to LIBOR. As a result, our interest payment obligations on such indebtedness will increase if
LIBOR increases.

Our leverage could have negative consequences on our financial condition and results of operations, including:

impairing our ability to meet one or more of the financial ratios contained in the Financing Arrangement or to

generate cash sufficient to pay interest or principal, including periodic principal payments;

-increasing our vulnerability to general adverse economic and industry conditions;

-limiting our ability to obtain additional debt or equity financing;
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requiring the dedication of a portion of our cash flow from operations to service our debt, thereby reducing the
amount of our cash flow available for other purposes, including capital expenditures;

requiring us to sell debt or equity securities or to sell some of our core assets, possibly on unfavorable terms, to meet
payment obligations;

limiting our flexibility in planning for, or reacting to, changes in our business and the industries in which we
compete; and

placing us at a possible competitive disadvantage with less leveraged competitors and competitors that may have
better access to capital resources.

Each of the OMT Group and AFT companies relies on key executives.

The success of the respective businesses of the QMT Group and AFT companies is dependent upon each of the
companies retention of its current experienced personnel. Although key QMT executives have fixed term employment
contracts (subject to contractual or statutory termination rights), the continued involvement of certain key QMT
executives, employees and consultants is critical to the success of the businesses. The loss of any of our key
executives could have a material adverse effect on our business.
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A material disruption at any of manufacturing facilities operated by the OMT Group companies or AFT could
adversely affect our ability to generate sales and meet customer demand.

Following completion of the Acquisitions, if operations at the manufacturing facilities operated by the QMT Group or
AFT companies were to be disrupted as a result of significant equipment failures, natural disasters, power outages,
fires, explosions, terrorism, adverse weather conditions, labor disputes or other reasons, our financial performance
could be adversely affected as a result of our inability to meet customer demand for our products. Interruptions in
production could increase the cost of our sales. Any interruption in production capability could require us to make
substantial capital expenditures to remedy the situation, which could negatively affect our profitability and financial
condition. We will maintain property damage insurance which we believe to be adequate to provide for reconstruction
of facilities and equipment, as well as business interruption insurance to mitigate losses resulting from any production
interruption or shutdown caused by an insured loss. However, any recovery under our insurance policies may not
offset the lost sales or increased costs that may be experienced during the disruption of operations, which could
adversely affect our business, financial condition and results of operations.

The QMT Group and AFT companies are subject to the laws and regulations of the United States and many
foreign countries. Following the Acquisitions, failure to comply with these laws may affect our ability to conduct
business in certain countries and may affect our financial performance.

The QMT Group and AFT companies are subject to a variety of laws regarding our international operations, including
the U.S. Foreign Corrupt Practices Act and regulations issued by U.S. Customs and Border Protection, the U.S.
Bureau of Industry and Security, and the regulations of various foreign governmental agencies. We cannot predict the
nature, scope or effect of future regulatory requirements to which our international sales and manufacturing operations
might be subject or the manner in which existing laws might be administered or interpreted. Future regulations could
limit the countries in which some of our products may be manufactured or sold, and increase the cost of obtaining,
products from foreign sources. In addition, actual or alleged violations of these laws could result in enforcement
actions and financial penalties that could result in substantial costs. The occurrence of any of the foregoing could have
a material and adverse effect on our business, financial condition and results of operations.

Following the completion of the Acquisitions, we will be subject to the possibility of product liability lawsuits,
which could harm our business.

Each of the QMT Group and AFT companies face an inherent risk of exposure to product liability claims. Although
each of the QMT Group and AFT companies maintain production quality controls and procedures, and following the
Acquisitions, will continue to do so, we cannot assure that, following completion of the Acquisitions, the products
sold by the QMT Group and AFT companies will be free from defects. In addition, some of products manufactured by
the QMT Group and AFT companies will contain components manufactured by third parties, which may also have
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defects. Each of the QMT Group and AFT companies maintain insurance coverage for product liability claims. The
insurance policies have limits, however, that may not be sufficient to cover claims made. In addition, this insurance
may not continue to be available at a reasonable cost. With respect to components manufactured by third-party
suppliers, the contractual indemnification that we may seek from our third-party suppliers may be limited and thus
insufficient to cover claims made against us following completion of the Acquisitions. If insurance coverage or
contractual indemnification is insufficient to satisfy product liability claims made against us following completion of
the Acquisitions, the claims could have an adverse effect on our business and financial condition. Even claims without
merit could harm our reputation, reduce demand for our products, cause us to incur substantial legal costs and distract
the attention of our management. The occurrence of any of the foregoing could have a material and adverse effect on
our business, financial condition and results of operations.

The QMT Group and AFT companies’ respective operations are subject to environmental, health and safety
regulations.

The QMT Group and AFT companies’ operations are subject to stringent and complex federal, state, and local laws
and regulations governing environmental protection, health and safety, including the discharge of materials into the
environment. These laws and regulations may, among other things:

-require that acquisition of various permits before operations commence; or to continue ongoing operations;

restrict the types, quantities and concentrations of various substances that may be employed in manufacturing
operations;

restrict the types, quantities and concentrations of various substances that may be released into the environment or

otherwise disposed; and
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require remedial measures to mitigate pollution from former and ongoing operations, such as requirements to
remove contamination from real property, whether or not caused by past or ongoing operations.

The regulatory burden increases the cost of doing business and affects profitability. Additionally, the U.S. Congress
and federal and state agencies frequently revise environmental, health and safety laws and regulations, and any
changes that result in more stringent and costly health and safety, pollution control, waste handling, disposal, cleanup
and remediation requirements could have a significant negative impact on our operating costs.

Some of the existing environmental, health and safety laws and regulations to which we are subject include, among
others: (i) regulations by the Environmental Protection Agency (“EPA”) and various state agencies regarding approved
methods of disposal for certain hazardous and nonhazardous wastes; (ii) the Comprehensive Environmental Response,
Compensation, and Liability Act (“CERCLA”) and analogous state laws that may require the removal of previously
disposed wastes (including wastes disposed of or released by prior owners or operators of real estate), the cleanup of
property contamination (including groundwater contamination), and remedial plugging operations to prevent future
contamination; (iii) the Clean Air Act and comparable state and local requirements, which establish pollution control
requirements with respect to air emissions from our operations; (iv) the Oil Pollution Act of 1990, which contains
numerous requirements relating to the prevention of and response to oil spills into waters of the United States; (v) the
Federal Water Pollution Control Act, or the Clean Water Act, and analogous state laws which impose restrictions and
strict controls with respect to the discharge of pollutants, including heavy metals and other substances generated by
our operations, into waters of the United States, state waters or publicly owned treatment works; (vi) the Resource
Conservation and Recovery Act, which is the principal federal statute governing the treatment, storage and disposal of
solid and hazardous wastes, and comparable state statutes; (vii) the federal Occupational Safety and Health Act and
comparable state statutes, which require worker protection from raw materials, products and wastes; and (viii) the
federal Toxic Substances Control Act and comparable state and local statutes and regulations requiring that we
organize and/or disclose information about hazardous materials stored, used or produced in our operations.

The operations of the QMT Group and AFT companies have incurred in the past, and expect to incur in the future,
capital and other expenditures related to environmental compliance. Although we believe our continued compliance
with existing requirements will not have a material adverse impact on our financial condition and results of
operations, we cannot assure you that the passage of more stringent laws or regulations in the future will not have a
negative impact on our financial position or results of operations.

Each of the OMT Group and AFT companies must act to prevent environmental concerns, some of which may be
difficult to predict.

Each of the QMT Group and AFT companies strives to decrease its environmental impact with respect to
environmental issues such as industrial waste, hazardous substance regulation, and soil pollution. Certain QMT Group
companies have no current environmental permitting requirements at any governmental level — however changes in
environmental regulations could change that. In particular, nickel powder (utilized in certain alloys produced) has
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been identified as a potential carcinogen. Personal protective equipment is utilized by the personnel of the QMT
Group companies in all processes in which nickel powder may become airborne to prevent inhalation. In addition,
once the powder is formulated into feedstocks it can no longer become airborne. However, there is the possibility that,
regardless of whether there is negligence in its pursuit of business activities, the companies could bear legal
responsibility for environmental problems.

Following completion of the Acquisitions, we will be subject to a variety of environmental and health and safety
laws for which compliance, or liabilities that arise as a result of noncompliance, could be costly.

If we were to fail to comply with environmental and health and safety requirements or fail to obtain or maintain a
required permit, we could be subject to penalties and be required to undertake corrective action measures to achieve
compliance. In addition, if our noncompliance with such regulations were to result in a release of hazardous materials
to the environment, such as soil or groundwater, we could be required to remediate such contamination, which could
be costly. Moreover, noncompliance could subject us to private claims for property damage or personal injury based
on exposure to hazardous materials or unsafe working conditions. Changes in applicable requirements or stricter
interpretation of existing requirements may result in costly compliance requirements or otherwise subject us to future
liabilities. The occurrence of any of the foregoing could have a material and adverse effect on our business, financial
condition and results of operations.
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As an owner or operator of real property, or generator of waste, we could become subject to liability for
environmental contamination, regardless of whether we caused such contamination.

Under various federal, state and local laws, regulations and ordinances, and, in some instances, international laws,
relating to the protection of the environment, a current or former owner or operator of real property may be liable for
the cost to remove or remediate contamination on, under, or released from such property and for any damage to
natural resources resulting from such contamination. Similarly, a generator of waste can be held responsible for
contamination resulting from the treatment or disposal of such waste at any off-site location (such as a landfill),
regardless of whether the generator arranged for the treatment or disposal of the waste in compliance with applicable
laws. Costs associated with liability for removal or remediation of contamination or damage to natural resources could
be substantial and liability under these laws may attach without regard to whether the responsible party knew of, or
was responsible for, the presence of the contaminants. In addition, the liability may be joint and several. Following the
Acquisitions, the presence of contamination or the failure to remediate contamination at our properties, or properties
for which we are deemed responsible, may expose us to liability for property damage or personal injury, or materially
adversely affect our ability to sell our real property interests or to borrow using the real property as collateral. We
cannot be sure that we will not be subject to environmental liabilities in the future as a result of historic or current
operations that have resulted or will result in contamination. The occurrence of any of the foregoing could have a
material and adverse effect on our business, financial condition and results of operations.

There may be certain liabilities associated with AFT real estate.

AFT owns the real property at its Firestone, Colorado facility. However, the mineral rights are owned by others. In the
past the property has been used for coal, oil and natural gas extraction. Oil and natural gas extraction is ongoing. As
the owner of the real estate, AFT and its parent entities would be strictly jointly and severally liable under CERCLA
with the mineral rights owner and production well operators for any government mandated remediation of pollution
related to the oil and gas production which could have a material adverse effect on our business, notwithstanding that
AFT did not cause or contribute to the contamination. Coal extraction ceased on the property in 1947 and the mining
entities are no longer in business. Consequently AFT and its parent entities would be strictly liable for government
mandated remediation of acid mine seeps or other pollution related to coal mining. As such liabilities are not insured,
the payment of such remediation costs could result in an adverse effect on our business or reduced asset value and a
reduction in available funds for other corporate purposes.

There may be ground subsidence risks associated with AFT real estate.

The Colorado Geological Survey has concluded that there may be a risk of ground subsidence due to the former
mining operations on a small portion of the AFT property. In the event of a subsidence event, certain property could
be damaged or rendered unusable. In addition, AFT and its parent entities could be liable for possible collateral
damage or harm, such as possible release of any hazardous waste into the environment. As such liabilities are not
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insured, the payment of any remediation costs could result in an adverse effect on our business or reduced asset value
and reduction in funds available for other corporate purposes.

There may be liability associated with the General Flange facility.

Semi-volatile organic compounds and chlorinated solvents are present in the soil and groundwater at the General
Flange facility (although such contamination was caused off-site, and not by General Flange). General Flange has an
indemnity from its landlord covering environmental liabilities pre-dating General Flange use of the facility. General
Flange does not believe that it has any liability related to the facility, however, in the event of a government-mandated
remediation, General Flange and its parent companies could become jointly and severally strictly liable as an operator
of the facility under CERCLA for the costs. As such liabilities are not insured, if for any reason the indemnity
covering General Flange by its landlord is not enforceable, the non-indemnified and/or unreimbursed costs of
remediation could result in an adverse effect on our business or reduced asset value and reduction in funds available
for other corporate purposes.
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Following the Acquisition, any failure to maintain and protect the trademarks, trade names and technology of the
OMT Group companies and AFT may affect our operations and financial performance.

The market for many of the products sold by the QMT Group companies and AFT is, in part, dependent upon the
goodwill engendered by trademarks and trade names. Trademark protection will therefore be material to a portion of
our business following the Acquisitions. Following the Acquisition, the failure to protect our trademarks and trade
names may have a material adverse effect on our business, financial condition, and results of operations. Litigation
may be required to enforce our intellectual property rights, protect our trade secrets or determine the validity and
scope of proprietary rights of others. Any action we take to protect our intellectual property rights could be costly and
could absorb significant management time and attention. As a result of any such litigation, we could lose any
proprietary rights we have. In addition, it is possible that others will independently develop technology that will
compete with our technology. The development of new technologies by competitors that may compete with our
technologies could reduce demand for our products and affect our financial performance. The occurrence of any of the
foregoing could have a material and adverse effect on our business, financial condition and results of operations.

Any impairment in the value of our intangible assets, including goodwill, would negatively affect our operating
results and total capitalization.

Our total assets reflect substantial intangible assets, primarily goodwill. The goodwill results from our acquisitions,
representing the excess of cost over the fair value of the net assets we have acquired. We assess at least annually
whether there has been impairment in the value of our intangible assets. If future operating performance at one or
more of our business units were to fall significantly below current levels, if competing or alternative technologies
emerge, or if market conditions for businesses acquired declines, we could incur, under current applicable accounting
rules, a non-cash charge to operating earnings for goodwill impairment. Any determination requiring the write-off of a
significant portion of unamortized intangible assets would adversely affect our business, financial condition, results of
operations and total capitalization, the effect of which could be material.

Following the completion of the Acquisitions, significant movements in foreign currency exchange rates may
adversely affect our financial results.

Following the Acquisitions, we will be exposed to fluctuations in currency exchange rates which could adversely
affect our business. Our acquired AFT operations in Hungary will implicate exposure to commitments, liabilities and
obligations that must be paid in the Hungarian currency of forints. The value of the forint has been subject to
substantial volatility against the U.S. Dollar over the past several years. If the forint increases in value against the
dollar, the costs of our prospective Hungarian operations may increase and adversely affect the anticipated results
expected to be derived from the Hungarian business. In addition, increases and/or decreases in value of other
currencies on which we have predicated our business model may also adversely affect our results of operations. We
may hedge certain currency transactions which might protect us against certain fluctuations in currency value, but it
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would correspondingly increase our costs of doing business which could adversely affect our competiveness.

The markets in which the QMT Group and AFT competes in will be highly competitive and some of our
competitors may have superior resources. Responding to this competition could reduce the sales and operating
margins of the QMT Group and AFT.

We sell most of our products in highly fragmented and competitive markets. We believe that the principle elements of
competition in these markets are:

-the ability to meet customer specifications;
-application expertise and engineering capabilities;
-product quality and brand name;

-timeliness of delivery;

-price;
-quality of aftermarket sales and support;

-materials development capabilities; and

-applied research and development capabilities.
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In order to maintain and enhance our competitive position, we intend to continue our investment in manufacturing
quality, marketing, customer service and support, and distribution networks. We may not have sufficient resources to
continue to make these investments and we may not be able to maintain our competitive position. Our competitors
may develop products that are superior to our products, develop methods of more efficiently and effectively providing
products and services, or adapt more quickly than us to new technologies or evolving customer requirements. Some of
our competitors may have greater financial, marketing and research and development resources than we have. As a
result, those competitors may be better able to withstand the effects of periodic economic downturns. In addition,
pricing pressures could cause us to lower the prices of some of our products to stay competitive. We may not be able
to compete successfully with our competitors. If we fail to compete successfully, the failure may have a material
adverse effect on our business, financial condition and results of operations.

The QMT Group and AFT may be subject to risks arising from changes in technology.

The supply chains in which the QMT Group and AFT operate are subject to technological change and changes in
customer requirements. The Company cannot provide any assurance that it will successfully develop new or modified
types of products or technologies that may be required by its customers in the future. Following completion of the
Acquisitions, should the QMT Group and AFT not be able to maintain or enhance the competitive values of its
products or develop and introduce new products or technologies successfully, or if new products or technologies fail

to generate sufficient revenues to offset research and development costs, the Company’s businesses, financial condition
and operating results could be materially and adversely affected.

Other General Risk Considerations Relating to the Acquisitions

We may fail to realize the anticipated benefits and operating synergies expected from the Acquisitions, which could
adversely affect our business, financial condition and operating results.

The success of the Acquisitions will depend, in significant part, on our ability to successfully integrate the acquired
businesses, grow the acquired businesses revenue and realize the anticipated strategic benefits and synergies from the
combination. If we are not able to achieve these objectives and realize the anticipated benefits and synergies expected
from the Acquisitions within a reasonable time, our business, financial condition and operating results may be
adversely affected.

The Acquisitions could result in significant integration costs and any material delays or unanticipated additional
expense may harm our business, financial conditions and results of operations.
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The Company may incur costs associated with the integration of the QMT Group and AFT. The Company estimates
the total integration costs could be in the range of $300,000 to $500,000. Unanticipated additional expense associated
with integration activities may harm our business, financial conditions and results of operations.

We may not be able to integrate the QMT Group with AFT successfully.

The Acquisitions involve the integration of two businesses that previously operated independently. The integration of
the departments, systems, business units, operating procedures and information technologies of the two businesses
will present a significant challenge to management. There can be no assurance that we will be able to integrate and
manage these operations effectively. The failure to successfully integrate the two businesses in a timely manner, or at
all, could have an adverse effect on our business, financial condition and results of operations. The difficulties of
combining the QMT Group with AFT include:

-the necessity of coordinating geographically separated organizations;
-implementing common systems and controls;
-integrating personnel with diverse business backgrounds;

the challenges in developing new products and services that optimizes the assets and resources of the two
businesses;

-integrating the businesses’ technology and products;

-390-

97



Edgar Filing: ARC WIRELESS SOLUTIONS INC - Form DEFM14A

-combining different corporate cultures;

-unanticipated expenses related to integration, including technical and operational integration;
-increased fixed costs and unanticipated liabilities that may affect operating results;

-retaining key employees; and

-retaining and maintaining relationships with existing customers, distributors and other partners.

Also, the process of integrating operations could cause an interruption of, or loss of momentum in, the activities of
one of the QMT Group or AFT. The diversion of management’s attention and any delays or difficulties encountered in
connection with the Acquisitions and the integration of the operations could have an adverse effect on our business,
financial condition and results of operations.

The Acquisitions may expose us to significant unanticipated liabilities that could adversely affect our business,
financial conditions and results of operations.

The Acquisitions may expose us to significant unanticipated liabilities relating to the operation of the QMT Group or
AFT. These liabilities could include employment, retirement or severance-related obligations under applicable law or
other benefits arrangements, legal claims, warranty or similar liabilities to customers, and claims by or amounts owed
to vendors. The Acquisitions could also expose us to tax liabilities and other amounts owed by the QMT Group or
AFT. The incurrence of such unforeseen or unanticipated liabilities, should they be significant, could have a material
adverse effect on our business, results of operations and financial condition.

The complexity of the integration and transition associated with the Acquisitions may affect our internal control
over financial reporting and our ability to effectively and timely report our financial results.

The additional scale the operations of the QMT Group and AFT, together with the complexity of the integration effort,
including changes to or implementation of critical information technology systems, may adversely affect our ability to
report our financial results on a timely basis. We expect that the Acquisitions may necessitate significant
modifications to our internal control systems, processes and information systems, both on a transition basis and over
the longer-term as we fully integrate the QMT Group and AFT. If we are unable to accurately report our financial
results in a timely manner, or are unable to assert that our internal controls over financial reporting are effective, our
business, results of operations and financial condition and the market perception thereof may be materially adversely
affected.
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The transactions contemplated by the QMT Acquisition Agreement and AFT Acquisition Agreement together with
the effects of the 1:1.95 Reverse Stock Split will have a substantial dilutive effect on our Common Stock, which
may adversely affect the market price of our Common Stock.

If the transactions contemplated by the QMT Acquisition Agreement and AFT Acquisition Agreement are completed,
there will be a total of 11,061,897 shares of ARC Common Stock issued and outstanding (equal to 5,672,767 shares
after giving effect to the proposed 1:1.95 Reverse Stock Split). In addition, additional shares are issuable upon
conversion of the AFT Convertible Note. If the equity value of ARC is more than $176 million and the conversion is
less than 10% of the Common Stock ownership of ARC, assuming a conversion price calculated as of April 9, 2012,
such conversion could result, in the issuance of approximately 1,226,977 shares of the Company’s Common Stock
(approximately 629,229 shares of the Company’s Common Stock after giving effect to the proposed 1:1.95 reverse
stock split). All such shares of Common Stock will be entitled to participate in any and all dividends and other
distributions paid in respect of our Common Stock.

As a result of the issuance of the additional shares of Common Stock together with the effects of the proposed 1:1.95
Reverse Stock Split, the voting interests of our current stockholders will be significantly diluted. For example, a
holder of 100,000 shares of Common Stock on the date of this proxy statement would own approximately 3.2% of the
voting power of ARC. Immediately after the issuance of the additional shares of Common Stock and after
effectiveness of the proposed 1:1.95 Reverse Stock Split, such holder would own approximately 0.90% of the total
voting power of ARC. Assuming the issuance after the closing of the Acquisitions of additional shares of ARC’s
Common Stock due to the conversion of the principal amount of the AFT Convertible Note, which may be converted
into Common Stock if the equity value of ARC is more than $176 million and the aggregate Common Stock issued
upon conversion is less than 10% of the Common Stock ownership of ARC; which assuming a conversion price
calculated as of April 9, 2012, could result, in the issuance of approximately 1,226,977 shares of the Company’s
Common Stock (approximately 629,229 shares of the Common Stock after giving effect to the proposed 1:1.95
reverse stock split), the holder of 100,000 shares of Common Stock on the date of this proxy statement would own
approximately 0.60% of the total voting power of ARC after giving effect to the proposed 1:1.95 Reverse Stock Split.
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The actual number of shares issued to PCC upon conversion of the AFT Convertible Note may vary in accordance
with the conversion formula of the AFT Convertible Note as of the dates of exercise of conversion by PCC. The
foregoing approximations regarding the number of shares issuable pursuant to conversion of the AFT Convertible
Note are provided for illustrative purposes only. If Proposal No. 3 is approved by the ARC Shareholders, such
authorization will permit ARC to issue shares of ARC Common Stock under the terms and conditions of AFT
Convertible Note without limitation to a specific number of shares.

The issuance of additional shares of Common Stock could create downward pressure on the publicly quoted price
of ARC’s Common Stock.

The consideration for the acquisition of QMT will include the issuance of 5,808,066 shares of ARC’s Common Stock
to be issued in the aggregate to two wholly-owned subsidiaries of Quadrant, QMP Holdings Corp. (“QMP”) and QTS
Holdings Corp. (“QTS”) (equal to 2,978,495 shares after giving effect to the proposed 1:1.95 Reverse Stock Split), and a
total of 2,049,831 shares of Common Stock to be issued to the Non-Controlling QMT Investors (equal to 1,051,195
shares after giving effect to the proposed 1:1.95 Reverse Stock Split). Simultaneously, Carret P.T., LP, an affiliate of
Brean Murray Carret Group, Inc., will purchase from ARC 112,648 shares of ARC Common Stock (equal to 57,768
shares of ARC Common Stock after giving effect to the proposed 1:1.95 Reverse Stock Split) at $4.00 per share
($7.80 per share giving effect to the proposed 1-for-1.95 Reverse Stock Split) in consideration for cash investment of
$450,594 by Carret P.T., LP. In addition, the AFT Convertible Note, assuming a conversion price calculated as of
April 9, 2012, could result, in the issuance of approximately 1,226,977 shares of the Company’s Common Stock
(approximately 629,229 shares of the Company’s Common Stock after giving effect to the proposed 1:1.95 reverse
stock split). Such additional shares, even though restricted and not eligible for trading unless registered with the SEC
or subject to an available exemption from registration, could create downward pressure on the publicly quoted price of
ARC’s Common Stock.

The issuance of ARC shares to Quadrant will result in joint control of ARC by Brean Murray and Quadrant.

Quadrant indirectly owns 74% of the membership interests of QMT. Brean Murray is the controlling shareholder of
ARC. Brean Murray and Quadrant are under common control and therefore Brean Murray, Quadrant, ARC and QMT
are affiliates under common control. In addition, the following officers and directors of ARC are also affiliated with
Quadrant and Brean Murray: Mr. Jason Young, ARC’s Chairman, Mr. Theodore Deinard, ARC’s Interim Chief
Executive Officer, Acting Chief Financial Officer and Director and Ms. Keerat Kaur, ARC’s Corporate Secretary. Mr.
Jason Young and Mr. Alan Quasha, an officer of Quadrant, each serve on the Board of Directors of QMT. Following
the issuance of the shares contemplated by the Acquisitions, Brean Murray as an affiliate of Quadrant, and Quadrant
after receiving shares of ARC Common Stock in exchange for the QMT Membership Interests, together with the
purchase of shares by Carret P.T., LP, will collectively beneficially own an aggregate of approximately 62% of ARC’s
Common Stock. The outcome of all matters presented to the vote of shareholders of the Company will be determined
by Brean Murray and Quadrant. Holders of the minority of shares will therefore have limited rights to influence the
outcome of any matters presented to ARC shareholders.
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The market price of our Common Stock may experience a high level of volatility.

Stock markets in general have experienced extreme volatility that has often been unrelated to the operating
performance of a particular company. These broad fluctuations may adversely affect the trading price of our Common
Stock, regardless of our operating performance.

Future acquisitions by the Company may create risks and costs in addition to the currently planned Acquisitions.

The Company may undertake additional acquisitions in the future. Such acquisitions could create unforeseen risks and
liabilities which may adversely impact the Company’s results and operations.
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Federal regulatory issues could delay the closing of the Acquisitions.

Under the Hart-Scott-Rodino Antitrust Improvements Act of 1976 (the “HSR Act”) and the related rules and regulations
that have been issued by the Federal Trade Commission (the “FTC”), certain acquisition transactions may not be
consummated until certain information and documentary material (‘“Premerger Notification and Report Forms”) have
been furnished to the FTC and the Antitrust Division of the Department of Justice (the “Antitrust Division”) and certain
waiting period requirements have been satisfied. We have concluded that the notification requirements of the HSR Act
will not apply to our proposed acquisition of QMT and AFT. However, if the FTC or Antitrust Division challenges the
conclusions of our analysis, we may be required to file a remediating notification regarding the Acquisitions. The

filing of such remediating notifications, if required by the FTC or Antitrust Division, could subject the Company to
fines and/or other regulatory actions, and/or delay the prospective closings of the Acquisitions. At any time before or
after the AFT Acquisition or QMT Acquisition, the Antitrust Division or the FT'C could take such action under the
antitrust laws as it deems necessary or desirable in the public interest, including seeking to enjoin the AFT

Acquisition, QMT Acquisition or seeking the divestiture of AFT or QMT or the divestiture of substantial assets of
ARC or its subsidiaries or of AFT or QMT or their subsidiaries. Any such action by the FT'C or Antitrust Division
could have a material and adverse effect on our Company and/or cause the termination of our Acquisition plans.

State government review could slow or prevent the Acquisitions.

The Acquisitions may be reviewed by the attorneys general in the various states in which we, AFT and QMT operate.
These authorities may claim that there is authority, under the applicable state and federal antitrust laws and
regulations, to investigate and/or disapprove of the AFT Acquisition and/or QMT Acquisition under the circumstances
and based upon the review set forth in applicable state laws and regulations. We cannot assure you that one or more
state attorneys general will not attempt to file an antitrust action to challenge the AFT Acquisition or QMT
Acquisition.

Private litigation may slow or prevent the Acquisitions.

Private parties also may seek to take legal action under the antitrust laws in some circumstances.

The Inability of the Company to satisfy National Securities Exchange listing requirements could impair the closing
of the Acquisitions and could adversely affect trading of Company shares Common Stock and the publicly quoted
price of the shares.
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The closing of the Acquisitions could be delayed if NASDAQ requires ARC to submit a new application for listing on
the NASDAQ National Market in connection with the closings of the Acquisition Agreements. The QMT Acquisition
Agreement contains a closing condition under which ARC must satisfy the listing requirements of a national securities
exchange and qualify for trading of securities prior to closing the QMT Acquisition. Although the management of
ARC believes that the Company would satisfy the listing application requirements of NASDAQ), there is also a risk
that ARC would not qualify or satisfy the listing requirements for NASDAQ if ARC is required to file a new listing
application. The Company may determine to file a new listing application with the American Stock Exchange (the
“AMEX”) if it does not qualify for listing on NASDAQ or if the Company determines to seek another national securities
trading platform other than NASDAQ. If the Company is unable to satisfy new listing application requirements on
NASDAQ or is denied continued listing, or if the Company is unable to obtain approval for listing on the AMEX, the
Company expects that its securities would trade on the over-the-counter bulletin board unless and until such time as

the Company qualifies for listing on a national securities exchange. If the Company is not able to satisfy the national
securities listing requirement it may not be able to close the QMT Acquisition, unless the national securities listing
requirement closing condition is waived. Any denial of continued trading of the Company’s securities on NASDAQ, or
alternatively on AMEX, could adversely affect the ability of shareholders to trade, sell or margin their shares of the
Company and could adversely affect the publicly quoted share prices of the Company’s securities.

4)-
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Risks Particular to AFT

AFT is vulnerable to changes made by its suppliers.

AFT buys metal powders from a number of different sources, however any particular grade of powder is typically
single source