UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(Mark One)
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended May 31, 2026

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to
Commission file number 001-31968

APPLIED DIGITAL CORPORATION

(Exact name of registrant as specified in its charter)

Nevada 95-4863690
(State or other jurisdiction of incorporation or organization) (LR.S. Employer Identification No.)
3811 Turtle Creek Boulevard, Suite 2100, Dallas, Texas 75219
(Address of Principal Executive Offices) (Zip Code)

(214) 427-1704
Registrant's telephone number, including area code

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Trading Symbol(s) Name of each exchange on which registered
Common Stock, par value $0.001 per share APLD Nasdaq Global Select Market

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes X No o
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes 0 No x

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for
such shorter period that the registrant was required to file such reports); and (2) has been subject to such filing requirements for the past 90 days. Yes x No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate web site, if any, every Interactive Data File required to be submitted and posted pursuant to
Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). ~Yes X No o



>

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the definitions of “large accelerated filer,”

“accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act. (Check one):
Large accelerated filer X Accelerated filer o
Non-accelerated filer o Smaller reporting company

Emerging growth company

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or revised financial accounting standards
provided pursuant to Section 13(a) of the Exchange Act. 0

Indicate by check mark whether the registrant has filed a report on and attestation to its management’s assessment of the effectiveness of its internal control over financial reporting under Section
404(b) of the Sarbanes-Oxley Act (15 U.S.C. 7262(b)) by the registered public accounting firm that prepared or issued its audit report. X

If securities are registered pursuant to Section 12(b) of the Act, indicate by check mark whether the financial statements of the registrant included in the filing reflect the correction of an error to

previously issued financial statements. [

Indicate by check mark whether any of those error corrections are restatements that required a recovery analysis of incentive-based compensation received by any of the registrant's
executive officers during the relevant recovery period pursuant to §240.10D-1(b). O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes (I No x
As of November 30, 2025, the last business day of the registrant’s most recently completed second fiscal quarter, the aggregate market value of the common stock held by non-
affiliates of the registrant was approximately $6.9 billion, based on the closing price of the registrant’s common stock on November 30, 2025, as reported on the Nasdaq Global
Select Market. Shares of the registrant’s common stock held by each executive officer, director, and each other person who may be deemed to be an affiliate of the registrant,
have been excluded from this computation. This determination of affiliate status is not necessarily a conclusive determination for other purposes.
The registrant had outstanding 291,469,112 shares of common stock as of July 28, 2026.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s proxy statement for the 2026 annual meeting of stockholders to be filed pursuant to Regulation 14A within 120 days after the registrant’s fiscal year
ended May 31, 2026, are incorporated by reference in Part III of this Form 10-K.



Table of Contents

Page
Part1
Item 1. Business 5
Item 1A. Risk Factors 12
Item 1B. Unresolved Staff Comments 36
Item 1C. Cybersecurity 36
Item 2. Properties 37
Item 3. Legal Proceedings 37
Item 4. Mine Safety Disclosures 38
Part 11
Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities 39
Item 6. [Reserved 40
Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations 41
Item 7A. Quantitative and Qualitative Disclosures About Market Risk 66
Item 8. Financial Statements and Supplementary Data 68
Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure 128
Item 9A. Controls and Procedures 128
Item 9B. Other Information 131
Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections 131
Part 111
Item 10. Directors, Executive Officers and Corporate Governance 131
Item 11. Executive Compensation 131
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 131
Item 13. Certain Relationships and Related Transactions, and Director Independence 131
Item 14. Principal Accounting Fees and Services 131
Part IV
Item 15. Exhibits, Financial Statement Schedules 131
Item 16. Form 10-K Summary 141
Signatures 142




Part I
FORWARD LOOKING STATEMENTS

This Annual Report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities
Exchange Act of 1934, as amended, that involve substantial risks and uncertainties. You can identify these forward-looking statements through our use of words such as "will,"
“may,” “can,” “anticipate,” “assume,” “should,” “indicate,” “would,” “believe,” “contemplate,” “expect,” “seek,” “estimate,” “continue,” “plan,” “point to,” “project,”
“predict,” “could,” “intend,” “target,” “potential” and other similar words and expressions of the future. Statements that contain these words and other statements that are
forward-looking in nature should be read carefully because they discuss future expectations, contain projections of future results of operations or of financial positions, or state
other “forward-looking” information.
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These statements are based on our management’s beliefs and assumptions, which are based on currently available information. Our actual results, and the assumptions on which
we relied, could prove materially different from our expectations. You are cautioned not to place undue reliance on forward-looking statements. Except as otherwise may be
required by law, we undertake no obligation to update or revise forward-looking statements to reflect changed assumptions, the occurrence of unanticipated events or actual
operating results. There are a number of important factors that could cause our actual results to differ materially from those expressed in any forward-looking statement made
by us. These factors include, but are not limited to:

*  our ability to complete construction of our data center campuses;

*  our dependence on principal customers, including our ability to execute leases with key customers;

* availability of financing to continue to grow our business;

* labor and other workforce shortages and challenges;

*  power or other supply disruptions and equipment failures;

» the addition or loss of significant customers or material changes to our relationships with these customers;

* delays or denials of entitlements or permits, including zoning, siting, utility and other permits, or other delays resulting from requirements of public agencies and
utility companies;

*  our sensitivity to general economic conditions including changes in disposable income levels and consumer spending trends;

*  our ability to timely and successfully build new data center facilities with the appropriate contractual margins and efficiencies; and

* uncertainties of regulation policy.

The foregoing does not represent an exhaustive list of matters that may be covered by the forward-looking statements contained herein or risk factors that we are faced with that
may cause our actual results to differ from those anticipated in such forward-looking statements. The events and circumstances reflected in our forward-looking statements may
not be achieved or occur and actual results could differ materially from those projected in the forward-looking statements. You should carefully review the "Risk Factors"
described in Item 1A of this Annual Report on Form 10-K, as the occurrence of any of these events could have an adverse effect, which may be material, on our business,
results of operations, financial condition, or cash flows.

You are cautioned not to place undue reliance on any forward-looking statements, which speak only as of the date of this report. We operate in an evolving environment. New
risk factors and uncertainties emerge from time to time, and it is not possible for our management to predict all risk factors and uncertainties, nor are we able to assess the
impact of all of these risk factors on our business or the extent to which any risk factor, or combination of risk factors, may cause actual results to differ materially from those
contained in any forward-looking statements. In light of the significant uncertainties in these forward-looking statements, you should not regard these statements as a
representation or warranty by us or any other person that we will achieve our objectives and plans in any specified time frame, or at all. We have no obligation, and expressly
disclaim any obligation, to update, revise or correct any of the forward-looking statements, whether as a result of new information, future events or otherwise. We have
expressed our expectations, beliefs and projections in good faith and believe they have a reasonable basis.



Item 1. Business
Overview
Our Business

We are a U.S.-based designer, developer, owner, and operator of large-scale, purpose-built data centers engineered to support high-performance computing (“HPC”) workloads,
including artificial intelligence (“AI”), machine learning, and other accelerated-compute applications. We design, build, and operate high-performance, sustainably engineered
data centers—which we refer to as Al factories—and deliver that capacity to investment-grade hyperscalers and other leading compute customers under long-term lease and
hosting arrangements. Our standardized, repeatable design model spans site selection, design, construction, and operations, and has been qualified by major hyperscalers,
enabling rapid, flexible deployment in both air-cooled and liquid-cooled configurations.

Over the past several fiscal years, we have evolved from a company focused on blockchain hosting into a purpose-built HPC data center platform organized around our
proprietary Al factory model. Today, our growth, capital allocation, and operating focus are centered on developing and operating HPC data centers, while our legacy
blockchain hosting operations represent a smaller, single-customer component of our business that we expect to continue to decline in relative significance over time.

We conduct our business through two reportable segments: our HPC data center hosting business (the “HPC Hosting Business”) and our blockchain data center hosting
business (the “Data Center Hosting Business™). As discussed further under Note 1 - Business and Basis of Presentation and Note 19 - Business Segments, our cloud services

business is no longer an operating or reportable segment following the May 2026 transaction.
Our Competitive Strengths

We believe the following strengths position us to capture growing demand for HPC and Al infrastructure:

Control of power-advantaged sites

We originate and control large, contiguous sites with access to substantial, cost-competitive power and the interconnection rights necessary to energize high-density compute at
scale. We believe that securing power and interconnection ahead of demand is the principal constraint on new HPC capacity and a core differentiator for us from many of our
competitors.

Purpose-built, high-density design

Our campuses are engineered for liquid-cooled, high-density graphics processing unit (GPU) deployments, with redundant electrical and mechanical systems designed to meet
the uptime and performance requirements of mission-critical Al workloads.

Long-term contracted revenue with high-quality counterparties

Our HPC capacity is contracted under long-term leases, including with investment-grade hyperscalers, providing long-dated revenue visibility.

Standardized, repeatable Al factory platform

We develop our campuses using a standardized, franchise-style design that is engineered to deliver state-of-the-art data centers of approximately 150 MW in approximately 14
to 18 months, with low water usage. A scalable operating model which standardizes operations and leverages the same core roles across campuses and our master service and
master telecom service agreements with leading hyperscalers—agreements that are difficult to obtain—position us to move quickly as hyperscaler Al infrastructure investment
accelerates.

HPC Hosting Business

Our HPC Hosting Business designs, constructs, owns, and operates next-generation data centers purpose-built to host high-density GPU and other accelerated-compute
infrastructure for Al, machine learning, and other HPC applications.



Polaris Forge 1

Our flagship HPC campus, located in Ellendale, North Dakota, is being developed in phases. Our first HPC data center at the campus, with approximately 100 MW of critical
IT load, became operational in October 2025. A second data center, expected to provide an additional 150 MW, is partially operational, and a third data center, also expected to
provide approximately 150 MW, is under construction with an anticipated ready-for-service date in calendar year 2027.

On May 28, 2025, our subsidiaries APLD ELN-02 LLC and APLD ELN-03 LLC each entered into a data center lease (the "ELN-02 Lease" and the "ELN-03 Lease”) with
CoreWeave, Inc. (“CoreWeave”) to deliver an aggregate of 250 MW of capacity to host CoreWeave’s HPC operations at Polaris Forge 1. On August 28, 2025, our subsidiary
APLD ELN-02 C LLC entered into a third lease (the “Building 4 Lease”) with CoreWeave for an additional 150 MW, bringing the total contracted capacity at Polaris Forge 1
under our CoreWeave leases to 400 MW. We have guaranteed the obligations of the applicable subsidiaries under each of these leases. On March 30, 2026, as a result of an
internal restructuring at CoreWeave, the ELN-02 Lease was amended and the ELN-03 Lease was assigned, in each case, to a wholly owned subsidiary of CoreWeave,
CoreWeave Compute Acquisition Co. VIII, LLC, as further described in "ltem 7. Management's Discussion and Analysis of Financial Condition and Results of Operations —
Business Overview."

Polaris Forge 2

On August 18, 2025, we broke ground on our Polaris Forge 2 data center campus near Harwood, North Dakota, with an initial 200 MW data center. We currently anticipate
reaching initial capacity in the second half of calendar year 2026 and full capacity in early calendar year 2027. On October 22, 2025, we entered into an approximately 15-year
lease with a U.S.-based investment-grade hyperscaler for 200 MW of critical IT load at the campus.

Delta Forge 1

On January 22, 2026, we broke ground on Delta Forge 1, a 300 MW critical IT load campus located in a strategic southern U.S. market. On April 23, 2026, we entered into two
approximately 15-year leases with a second U.S.-based investment-grade hyperscaler for an aggregate 300 MW of critical IT load at the campus.

Polaris Forge 3

Polaris Forge 3 is a 300 MW critical IT load data center campus located in our northern United States region, currently under construction across two buildings. The aggregate
300 MW of critical IT load is contracted under two approximately 15-year leases (with three five-year renewal options) with a high investment-grade hyperscaler, representing
approximately $7.5 billion of contracted revenue over the base term, with expected delivery beginning in the second half of calendar year 2027 through the second half of
calendar year 2028.

Delta Forge 2

Delta Forge 2 is a 210 MW critical IT load campus located in our southern region, comprising a single building under construction. The full 210 MW of critical IT load is
contracted under an approximately 15-year lease (with three five-year renewal options) with a high investment-grade hyperscaler, representing approximately $5.2 billion of
contracted revenue over the base term, with expected delivery in the first half of calendar year 2028.

Contracted Lease Portfolio

As of May 31, 2026, we had executed long-term leases representing approximately 1,410 MW of contracted critical IT load across five campuses, representing approximately
$36.2 billion of total contracted revenue over the initial 15-year base lease terms. Each lease is a direct, long-term agreement with CoreWeave or an investment-grade
hyperscaler, is structured



on a take-or-pay basis, and is non-cancellable, such that a termination for convenience would require payment of the full remaining contractual value. The following table
summarizes our contracted HPC lease portfolio as of May 31, 2026:

Campus Anchor Tenant Contractf?)Z‘C(lrltlcal IT Lease Term T0tal Contragted Revenue  Expected Delivery
Polaris Forge 1 CoreWeave 400 MW 15 years ~$11.0B 2H25-1H27
Polaris Forge 2 Investment-grade hyperscaler 200 MW 15 years ~$5.0B 2H26-1H27
Polaris Forge 3 High investment-grade hyperscaler 300 MW 15 years ~$7.5B 2H27-2H28
Delta Forge 1 High investment-grade hyperscaler 300 MW 15 years ~$7.5B 1H27-1H28
Delta Forge 2 High investment-grade hyperscaler 210 MW 15 years ~$5.2B 1H28
Total / Portfolio 1,410 MW ~$36.2B 2H25-2H28

o Total contracted revenue reflects the initial 15-year base term of each lease and excludes renewal options. Each lease includes multiple five-year renewal options (three
five-year options, except Polaris Forge 2, which includes two five-year options), which are not reflected in the amounts shown.

@ Expected delivery reflects management’s current estimates of the periods during which contracted capacity is expected to be placed in service and is subject to

construction, permitting, interconnection, and other risks. Expected delivery is presented as calendar year periods.
Site and Power Pipeline
In addition to our contracted lease portfolio, we are developing and originating additional capacity that we expect to support future HPC leasing. We categorize this pipeline as
follows:
Secured and under construction
As of May 31, 2026, we had approximately 1.5 GW of critical IT load that is contracted and operating or under construction across our five named campuses—Polaris Forge 1,
Polaris Forge 2, and Polaris Forge 3 in our northern region and Delta Forge 1 and Delta Forge 2 in our southern region—of which approximately 100 MW was operating and
revenue-generating. Each megawatt in this category is backed by land under our control and/or an executed utility power agreement.
Active pipeline
We are advancing an active development pipeline of over 3 GW of utility (gross) power, consisting of near-term greenfield sites in multiple states together with expansion
capacity at our existing campuses, certain of which are scalable to 1 GW or more.
Extended pipeline
We are additionally evaluating an extended pipeline of more than 5 GW of utility (gross) power that is in earlier stages of discussion or due diligence.
In addition, through our partnership with Base Electron Corporation ("Base Electron"), an independent power producer, we are pursuing the development of approximately 1.2
GW of front-of-the-meter, natural gas-fired generation in the Dakotas, which we expect to unlock additional power capacity for our development pipeline.
Data Center Hosting Business

Our Data Center Hosting Business provides energized infrastructure allowing the customer to deploy equipment based on its power requirements. This is a legacy line of
business: we currently serve a single crypto mining customer under a contract with a remaining term of approximately one and a half years, and we expect this segment to
represent a declining share of our business as we scale our HPC operations. We operate hosting sites in Jamestown, North Dakota (a 106 MW facility) and Ellendale, North
Dakota (a 180 MW facility), representing total hosting capacity of approximately 286 MW.

ChronoScale

On May 5, 2026, we completed the separation of our cloud business in a series of transactions that resulted in the Company owning approximately 97% of the issued and
outstanding equity of ChronoScale Corporation. On July 1, 2026



ChronoScale Corporation completed a holding company transaction, as a result of which the holding company became the public parent, ChronoScale Holdings Corporation
(“ChronoScale”). ChronoScale owns and operates our historic cloud business and is consolidated into our financial statements. The common stock of ChronoScale began
trading on the Nasdaq Capital Market under the symbol “CHRN” on May 5, 2026.

ChronoScale's cloud business currently operates in three states: Colorado, Minnesota and Utah. This business provides cloud services to customers, such as Al and machine
learning developers by renting space at third party co-location centers and providing the customers with access to its cloud computing equipment.

ChronoScale's legacy Ekso Bionics, Inc. (“Legacy Ekso”) business designs, develops, and markets exoskeleton and complementary products that augment human strength,
endurance, and mobility. On June 4, 2026, ChronoScale announced that its Board of Directors committed to a plan to divest the Legacy Ekso business and to focus its
operations solely on its cloud business. As such, the Legacy Ekso business was designated as “held for sale.”

Competition

We operate in a competitive market for the development and operation of data centers serving HPC and Al workloads. Competition centers on securing and developing sites
with access to large-scale, reliable, and cost-competitive power and interconnection; designing and delivering facilities capable of supporting high-density compute; attracting
and retaining customers; and accessing capital on attractive terms.

We compete with established data center owners and operators, including Digital Realty Trust, Inc. and Equinix, Inc., as well as hyperscalers that develop their own capacity,
independent and private data center developers, and other power-advantaged developers, including companies that have expanded from blockchain hosting into HPC
infrastructure, such as IREN Limited, Cipher Digital Inc., TeraWulf Inc., Hut 8 Corp., Riot Platforms, Inc., CleanSpark, Inc., HIVE Digital Technologies Ltd., Core Scientific,
Inc., Bitdeer Technologies Group, Galaxy Digital Inc., Fermi Inc., Keel Infrastructure Corp, and MARA Holdings, Inc. Within our legacy Data Center Hosting Business, we
compete with other blockchain hosting providers.

Industry Trends

The build-out of Al infrastructure is accelerating rapidly. Hyperscaler capital expenditures on Al infrastructure are estimated to exceed $700 billion annually by 2026, and U.S.
data center construction spending has tripled since 2022 and is on track to surpass general office construction. Industry sources project that global demand for data center
capacity could triple by 2030, while the U.S. Department of Energy projects that the grid will require approximately 100 GW of new capacity by 2030—roughly half of it
driven by data centers—and the Boston Consulting Group estimates a U.S. data center power shortfall that could exceed 45 GW by 2030. At the same time, rising rack power
densities driven by successive generations of Al accelerators are pushing critical IT loads beyond the levels most legacy facilities can support, increasing demand for the
purpose-built, high-density, liquid-cooled capacity we develop.

We believe the data center industry is poised for significant growth, driven by the rapid adoption of digital technologies across all sectors. As businesses prioritize digital
transformation, the demand for data center infrastructure is expected to increase substantially. Companies require robust, reliable and scalable solutions to process, analyze and
store vast amounts of data in real-time, and data centers play a crucial role in meeting these needs.

Sustainability and energy efficiency are increasingly important considerations in the data center industry. Companies are investing in renewable energy sources, such as solar
and wind power, and implementing advanced cooling and power management technologies to reduce their environmental impact and operating costs.

The AI market has experienced significant growth in recent years, driven by the rapid advancement of machine learning, generative Al, and other accelerated-compute
applications across a broad range of industries. Training and serving advanced AI models requires substantially greater power density than traditional computing, which is
changing the power and cooling requirements of modern data centers and driving demand for purpose-built, high-density, liquid-cooled facilities.

We believe substantial growth in the data center industry will be driven by Al which requires high power density, changing the power and cooling requirements of the data
center design. The explosive growth of generative AT combined with the



demand for a different type of data center infrastructure has led us to pursue a core specialization in Al focused data centers.

We believe that providers offering comprehensive power, space and connectivity solutions globally while prioritizing sustainability and energy efficiency will be best
positioned to capitalize on the increasing demand for data center services.

Materials and Suppliers

The development and operation of our data centers require significant electrical infrastructure, specialized power and cooling equipment, and construction materials, certain of
which may be subject to long lead times, price volatility, or the effects of tariffs and trade measures. We proactively procure these materials and equipment in sufficient
quantities, and sufficiently in advance, to support hardware deployment at scale and on accelerated construction timelines, and we have established long-term contracts with
key suppliers that give us greater certainty regarding the availability and pricing of essential components. We continuously monitor market conditions and maintain open
communication with our suppliers to anticipate and address potential supply chain challenges.

Our standardized Al factory design further strengthens our supply chain position. Because power distribution, cooling architecture, and data hall layouts are standardized across
our campuses, we are able to consolidate purchasing around a common set of trusted, qualified partners—including ABB for electrical equipment, BASX for mechanical and
cooling systems, and Caterpillar for backup generation—and to place bulk orders against a multi-gigawatt development pipeline. Combined with prefabricated skids, modular
construction, and early procurement of long-lead equipment, this approach supports repeatable build cycles of approximately 12 to 18 months per 100 to 150 MW facility and
reduces delivery and schedule risk as we scale.

By proactively managing our supplier relationships, securing necessary materials in advance and closely monitoring market conditions, we aim to minimize the impact of
supply chain fluctuations on our operations. This approach enables us to maintain a steady pace of hardware deployments and facility development, ultimately supporting our
goal of expanding our HPC capabilities and maximizing shareholder value. However, we rely on a limited number of vendors for certain products and services for our data
center facilities, and some of our contracts provide a single source of materials. If any of our key suppliers cannot perform under their contracts or satisfy our orders, it could
significantly delay our data center development and operations. While we may be able to engage replacement suppliers, this would likely lead to operational delays and
increased costs.

Global Logistics

Global supply logistics have caused delays across all distribution channels, impacting the markets we serve. Delivery schedules for specialized equipment, such as power and
cooling systems for HPC data centers, including AI focused data centers, have been affected due to constraints on globalized supply chains and have been, and may be further,
impacted by tariffs. These constraints extend to procuring construction materials and specialized electricity distribution equipment required to develop HPC and Al facilities.
Efforts to mitigate delivery delays are ongoing to avoid materially impacting deployment schedules; however, there are no assurances that such mitigation efforts will continue
to be successful. To help address global supply logistics and pricing concerns, we have implemented proactive measures such as procuring and holding required materials. We
continuously monitor developments in the global supply chain which is necessary to assess their potential impact on the Company’s expansion plans within the HPC data center
market.

Regulatory
The regulatory landscape surrounding HPC and data center hosting services is evolving rapidly, and we anticipate increased scrutiny and potential regulation in the near and

long term. Any such developments may significantly impact our business and operations in ways that are difficult to predict.

There are growing concerns about the ethical implications and potential misuse of these technologies, particularly in association with Al and machine learning. Governments
and regulatory bodies alike are considering measures to ensure the responsible development and deployment of Al systems, including transparency, accountability, and fairness
guidelines.

The amount of energy used for our services has also received significant attention. The U.S. Energy Information Administration has recently launched surveys relating to
electricity consumption from both data centers and cryptocurrency



mining in the U.S. Certain U.S. states have also conducted similar studies. This indicates that more focus is being placed on the energy usage of these activities. It is unclear
how the information collected will be used for future regulations, but it is expected that energy efficiency and sustainability will be critical factors regulating our industries.
While there is currently insufficient support for any particular proposal, we expect that regulatory efforts in this area will continue to evolve and potentially impact our
business.

As a company operating at the intersection of data center and HPC hosting services, we are committed to maintaining a proactive and adaptive approach to regulatory
compliance. We closely monitor legislative and regulatory developments and engage in dialogue with relevant stakeholders to ensure our business practices align with the
evolving legal and regulatory framework. Despite the uncertainties posed by the changing regulatory landscape, we remain committed to delivering innovative and responsible
solutions in the data center and HPC hosting markets while prioritizing compliance and risk management. However, if we fail to comply with applicable laws and regulations,
we may be subject to significant liabilities, including fines and penalties, and our business, financial condition, or results of operations could be adversely affected.

Employees and Human Capital Resources

During fiscal year 2026, we invested significantly in our workforce to retain and attract top-tier employees. We expanded our employee base and promoted individuals
internally to critical positions. As of May 31, 2026, we employed approximately 256 full-time employees across various departments, including design, engineering, IT,
operations, construction, administration, finance, and marketing. We also engage consultants and contractors as needed to supplement our permanent workforce.

Our human capital strategy aligns employee interests with our long-term success drivers. During fiscal year 2026, we granted eligible employees service-based restricted stock
unit awards that vest over three years and performance-based restricted stock unit awards that vest upon achieving specific performance milestones. This program is a key
employee incentive, aligning their long-term interests with the Company’s objectives.

In addition to the long-term incentive program and competitive cash compensation, we provide employees comprehensive health benefits, paid parental leave, paid time off,
and additional benefits. We aim to attract a diverse pool of top candidates and foster their career growth by hiring the best talent, regardless of educational background. We seek
candidates from local communities and large cities, with diverse backgrounds. We are committed to providing each employee with a long-term, growth-oriented career. We
believe our ability to retain our workforce depends on fostering a sustainably safe, respectful, fair and inclusive environment that promotes diversity, equity and inclusion
within and outside the business.

Diversity, Equity, and Inclusion

We support diversity and inclusion within our workplace framework, fostering an environment conducive to employee growth. Our policies are strategically structured to
advance equity and regard for all individuals. We actively endorse and welcome diverse backgrounds, experiential perspectives, and varying opinions. Our operational
alignment with our Code of Ethics and Business Conduct, as well as our Non-Discrimination and Anti-Harassment Policy, underscores our commitment to establishing a secure
milieu where the fundamental rights of each employee are safeguarded, devoid of discriminatory practices or harassment. Our strategic objective is to establish a workplace
ecosystem where equal avenues for success are accessible to all employees.

Compensation and Benefits

Our compensation programs are structured to incentivize the recruitment, retention, and motivation of personnel to pursue our long-term objectives. We conduct rigorous
evaluations, benchmarking salary and wages against quantitative metrics, and adjust monetary compensations to ensure competitive alignment with employee roles, skill levels,
tenure, and geographic considerations. Our commitment to pay equity is reinforced by a robust process that facilitates merit-based increases in incentives and compensation tied
to performance.

Furthermore, our benefits portfolio encompasses various offerings, including medical, dental, and vision insurance coverage for employees and their dependents, various paid
and unpaid leave options, and life and disability/accident insurance coverage.
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Our Growth Strategies

Continued expansion of businesses

We continue our expansion into HPC hosting for AI workloads. As such, we have plans to expand our HPC hosting capacity through build outs at existing and future locations.
The locations have been and will continue to be strategically selected for their power, fiber and land capabilities along with a specialized design for high density compute.
Secure scalable power sites

We have developed a pipeline of potential power sources across our sites in Jamestown and Ellendale, North Dakota. Through our build-out of our first North Dakota facility
and the prior experience our leadership team brings to our initiatives, we believe that we have developed a repeatable power strategy to significantly scale our operations. In
addition, we are currently focused on and will continue to target states that have favorable laws and regulations for Al workloads and HPC application industries, which we
believe further minimizes the risks associated with the scaling of our operations.

Integrate power assets

We are increasingly looking at various types of power assets to support the growth of our hosting operations. Our management team has experience not only in evaluating and
acquiring power assets, but also in the conversion of power assets to the construction of data centers.

Site Selection Criteria

To the extent we are building new facilities, our site selection criteria considers geographic diversity, attractive return on investment, and environmental impact.
There is no assurance that selection criteria will be met or that viable sites will be selected.

Environmental Impact

We are doing our part to be as environmentally conscious as possible when choosing sites for development by targeting renewable energy assets to minimize our carbon
footprint. Further, because data centers like ours represent a unique power load, we believe our demand for renewable energy and entry into agreements with renewable energy
providers will increase and accelerate the buildout of renewable energy infrastructures.

Our data center campuses are engineered to support high-density, mission-critical compute while emphasizing efficient power utilization, advanced cooling architectures, and
resilient electrical design. These facilities are designed to operate with a range of long-duration power resources, including grid-supplied electricity and, where appropriate, on-
site generation. Our liquid cooling system utilizes a closed-loop design that reduces water waste by recycling water rather than consuming it, addressing a common concern
among communities about water usage. As a result, our data centers are designed to operate at a near-zero water usage effectiveness (WUE).

Our environmental focus is centered on disciplined development, efficient operations, and long-term infrastructure stewardship rather than reliance on any single energy source
or environmental attribute.
Customers

We have material customer concentration in our Data Center Hosting Business. We currently serve one crypto mining customer with a remaining contract term of one and a half
years. We also have material customer concentration in our HPC Hosting Business. We currently have three customers in this business segment, each of which is party to
approximately fifteen-year leases with us.

Corporate Information
Our executive office is located at 3811 Turtle Creek Blvd., Suite 2100, Dallas, Texas 75219, and our phone number is (214) 427-1704. Our principal website address is
www.applieddigital.com.

We make available free of charge through the Investor Relations link on our website access to press releases and investor presentations, as well as all materials that we file
electronically with the Securities and Exchange Commission ("SEC"),



including our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports, filed or furnished pursuant to
Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (the “Exchange Act”) as soon as reasonably practicable after electronically filing such materials with, or
furnishing them to, the SEC. In addition, the SEC maintains an internet website, www.sec.gov, that contains reports, proxy and information statements and other information
that we file electronically with the SEC.

Item 1A. Risk Factors

An investment in our common stock is speculative and illiquid and involves a high degree of risk including the risk of a loss of your entire investment. You should carefully
consider the risks and uncertainties described below and the other information contained in this report and our other reports filed with the SEC. The risks set forth below are
not the only ones facing us. Additional risks and uncertainties may exist that could also adversely affect our business, operations and financial condition. If any of the following
risks actually materialize, our business, financial condition and/or operations could suffer. In such event, the value of our common stock could decline, and you could lose all
or a substantial portion of the money that you paid for our common stock.

Risk Factors Summary

We are providing the following summary of the risk factors contained in this Annual Report on Form 10-K to enhance the readability and accessibility of our risk factor
disclosures. We encourage you to carefully review the full risk factors contained herein in their entirety for additional information regarding the material factors that make an
investment in our securities speculative or risky. These risks and uncertainties include, but are not limited to, the following:

Risks Related to Our Business and Operations

*  We may be unable to access sufficient additional capital needed to grow our business.
*  We may be unable to refinance our indebtedness at maturity or the refinancing terms may be less favorable than the terms of our original indebtedness.

* Inthe past we have identified material weaknesses in our internal control over financial reporting and, though remediated, may identify additional material weaknesses
in the future or otherwise fail to maintain an effective system of internal controls, any of which may result in material misstatements of our financial statements or
cause us to fail to meet our periodic reporting obligations.

*  We may be unable to complete our data center campuses in a timely manner or within anticipated cost estimates.
*  Delays in lease commencement could adversely affect our financial condition and results of operations.

*  Our business has and is expected to continue to have significant customer concentration.

*  Our consolidated financial statements include the financial results of ChronoScale.

*  Changes in U.S. trade policy, including the imposition of tariffs and the resulting consequences, may have a material adverse impact on our business, operating results,
and financial condition.

*  We are subject to a highly evolving regulatory landscape and any adverse changes to certain laws or regulations could adversely affect our customers and our business,
prospects or operations.

*  We could incur significant costs related to environmental matters, including from government regulation, private litigation, and existing conditions at some of our
properties.

*  Our business depends upon the demand for data centers.

*  Any delays or unexpected costs developing our existing space, developable land and newly acquired properties may delay and harm our growth prospects, future
operating results and financial condition.

*  We have substantially concentrated our operations in the state of North Dakota and, thus, are particularly exposed to the regulatory framework and changes in the
regulatory environment, market conditions and natural disasters in that state.

*  Failure to attract, grow and retain a diverse and balanced customer base could harm our business and operating results.
*  We are continuing to invest in our expansion efforts but may not have sufficient customer demand in the future to realize expected returns on these investments.

*  We depend upon third-party suppliers for power, and we are vulnerable to service failures and price increases by such suppliers and to volatility in the supply and price
of power in the open market.
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Any failure of our physical or information technology or operational technology infrastructure or services could lead to significant costs and disruptions.
If we incorrectly estimate our hosting capacity requirements and related capital expenditures, our results of operations could be adversely affected.

Certain natural disasters or other external events, including climate change or mechanical failures, could harm our business, financial condition, results of operations,
cash flows, and prospects.

We have an evolving business model which is subject to various uncertainties.
Various actual and potential conflicts of interest may be detrimental to our stockholders.
We may become subject to regulatory inquiry relating to trading activity and/or short selling strategies in our common stock.

The loss of any of our management team, our inability to execute an effective succession plan, or our inability to attract and retain qualified personnel, could adversely
affect our business.

We may become involved in litigation arising in the ordinary course of our business that may materially adversely affect us.

Employee disputes or litigation and related unfavorable publicity may negatively affect our future business, financial condition, and operating results.
We may not be able to compete with other companies, some of which have greater resources and experience.

We are establishing data centers in remote areas, which may adversely affect our ability to recruit, retain staff and could increase our compensation costs.

Risks Related to Our Industry

Uncertainty in the global economy and international relations instability and unpredictability, including changes in governmental policies relating to technology, and
any potential downturn in the semiconductor and electronics industries, may negatively impact our business.

We depend on significant customers in our HPC Hosting Business and Data Center Hosting Business.

The use and continued pace of developments in Al are inherently uncertain. Failure by us to keep up with evolving data center requirements and regulatory
frameworks for Al, could have a material adverse effect on our business and financial condition.

The development and advancement in the efficiency of AI models presents risks and challenges that may adversely impact our business and operating results.

Risks Related to Our Securities

Our stock price has been volatile and may continue to be volatile in the future; this volatility may affect your ability to, and the price at which you could, sell our
common stock.

We have issued, and may in the future, issue new shares of our common stock, which has a dilutive effect on our stockholders.

If securities or industry analysts do not publish research or reports about our business, or if they downgrade their recommendations regarding our common stock, its
trading price and volume could decline.

The Convertible Notes (as defined below) may adversely affect the market price of our common stock.

Conversion of the Convertible Notes will dilute the ownership interest of existing stockholders or may otherwise depress the price of our common stock.
The prepaid forward transaction may affect the value of our common stock and may result in unexpected market activity in our common stock.

The capped call transactions may affect the value of the Convertible Notes and our common stock.

Risks Related to Our Business and Operations

We may be unable to access sufficient additional capital needed to grow our business.

We expect to need to raise substantial additional capital to expand our operations, pursue our growth strategies and to respond to competitive pressures or unanticipated
working capital requirements. Construction of our data center campuses,
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are capital-intensive projects, and we anticipate that our current and future strategic growth initiatives will likewise continue to be capital-intensive. We expect to raise
additional capital to fund these and other future strategic growth initiatives, however, we may be unable to do so in a timely manner, in sufficient quantities, or on terms
acceptable to us, if at all, which could impair our growth and adversely affect our existing operations. If we raise additional equity financing, our stockholders may experience
significant dilution of their ownership interests, and the per share value of our common stock could decline. Furthermore, if we engage in additional debt financing, the holders
of debt likely would have priority over the holders of our common stock on order of payment preference. We may be required to accept terms that restrict our ability to incur
additional indebtedness, pay dividends to our shareholders, or take other actions. We may also be required to maintain specified liquidity or other ratios that could otherwise not
be in the interests of our stockholders. If we are unable to raise the additional capital needed to execute our future strategic growth initiatives, we may be less competitive in our
industry and the results of our operations and financial condition may suffer.

Our level of debt may negatively impact our liquidity, restrict our operations and ability to respond to business opportunities, and increase our vulnerability to adverse
economic and industry conditions.

We utilize debt financings, including high yield bond offerings, in our capital structure and may incur additional debt in the future. Our level of debt could have significant
consequences, including limiting our ability to obtain additional financing for working capital, capital expenditures, acquisitions or other general corporate purposes; requiring
a substantial portion of our cash flows to be dedicated to debt service payments instead of other purposes; imposing financial and other restrictive covenants on our operations,
including debt service coverage requirements and limitations on our ability to (i) declare or pay dividends or repurchase shares of our common stock; (ii) purchase assets, make
investments, complete acquisitions, consolidate or merge with or into, or sell, transfer or lease all or substantially all of our assets to, another person; (iii) enter into
sale/leaseback transactions or certain transactions with affiliates; (iv) incur additional indebtedness; and (v) incur liens, making us more vulnerable to economic downturns and
limiting our ability to withstand competitive pressures or take advantage of new opportunities to grow our business.

Our ability to meet our debt service obligations, comply with our debt covenants and deleverage depends on our cash flows and financial performance, which are affected by
financial, business, economic and other factors. The rate at which we will be able to or choose to deleverage is uncertain. Failure to meet our debt service obligations or comply
with our debt covenants could result in an event of default under the applicable indebtedness. We may be unable to cure, or obtain a waiver of, an event of default or otherwise
amend our debt agreements to prevent an event of default thereunder on terms acceptable to us or at all. In that event, the debt holders could accelerate the related debt, which
may result in the cross-acceleration or cross-default of other debt or other obligations. We also utilize convertible debt in our capital structure. In the event that holders of our
convertible debt exercise conversion rights, we may be required to settle the principal amount of any converted notes in cash. If we do not have sufficient funds available to
repay indebtedness when due, whether at maturity, by acceleration or upon conversion, we may be required to sell important strategic assets; refinance our existing debt; incur
additional debt or issue common stock or other equity securities, which we may not be able to do on terms acceptable to us, in amounts sufficient to meet our needs, or at all.
Our inability to service our debt obligations or refinance our debt could harm our business. Further, if we are unable to repay, refinance or restructure our secured indebtedness,
the holder of such debt could proceed against the collateral securing the indebtedness. Refinancing our indebtedness may also require us to expense previous debt issuance costs
or to incur new debt issuance costs.

We also guarantee a significant amount of obligations of our subsidiaries owed to third parties. We may be required to pay all of the outstanding obligations covered by our
guarantees, which would significantly reduce our cash position and may force us to seek additional financing, which may not be available on terms acceptable to us, if at all.

We may from time to time seek to further refinance our substantial indebtedness by issuing additional shares of common stock or other securities that are convertible into
common stock or grant the holder the right to purchase common stock, each of which may dilute our existing stockholders, reduce the value of our common stock, or both.

Our existing indebted, tain several restrictive covenants and events of default that limit our corporate activities.

ess arrangements c

Covenants in the Credit Agreement entered into on May 29, 2026 by and among APLD Intermediate HoldCo LLC, a first-tier subsidiary of the Company (“APLD Intermediate
HoldCo”), and certain other subsidiaries of the Company as subsidiary guarantors with First National Bank of Omaha, as administrative agent and collateral agent, and the
lenders and issuing banks party thereto (the “Revolving Credit Agreement”) and the indentures governing our notes contain a number
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of restrictions that impose operating and financial limitations on us and may inhibit our ability to execute our growth strategy or engage in acts that may be in our long-term
best interest, including restrictions on our ability to incur additional indebtedness, grant liens on assets, make distributions, dispose of assets, make loans, pay other
indebtedness, engage in mergers, and other matters. In addition, we must maintain compliance with certain financial covenants. Our ability to meet those financial covenants
can be affected by events beyond our control, and we may be unable to meet them.

A breach of the covenants could result in an event of default under our Revolving Credit Agreement or the indentures governing our notes. Any such default may allow the
applicable creditors to accelerate the related debt. In the event our lenders accelerate the repayment of our borrowings, we may not have sufficient funds to repay that
indebtedness.

We may be unable to refinance our indebtedness at maturity or the refinancing terms may be less favorable than the terms of our original indebtedness.

It is likely that we will need to refinance at least a portion of our outstanding debt. If we are unable to refinance or extend principal payments due at maturity or pay them with
proceeds of other capital transactions or obtain project financing, as the case may be, then our cash flow may not be sufficient in all years to repay all such maturing debt and to
pay distributions. Further, if prevailing interest rates or other factors at the time of refinancing, such as the reluctance of lenders to make commercial real estate loans, result in
higher interest rates upon refinancing, then the interest expense relating to that refinanced indebtedness would increase.

In the past we have identified material weaknesses in our internal control over financial reporting and, though remediated, may identify additional material weaknesses in
the future or otherwise fail to maintain an effective system of internal controls, any of which may result in material misstatements of our financial statements or cause us
to fail to meet our periodic reporting obligations.

Our management is responsible for establishing and maintaining adequate internal control over financial reporting and for evaluating and reporting on the effectiveness of our
system of internal control. Our internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external reporting purposes in accordance with accounting principles generally accepted in the United States of America (“U.S.
GAAP”). As a public company, we are required to comply with the Sarbanes-Oxley Act and other rules that govern public companies. In particular, we are required to review
on an annual basis our internal control over financial reporting, and on a quarterly and annual basis to evaluate and disclose changes in our internal control over financial
reporting. We are also required to certify our compliance with Section 404 of the Sarbanes-Oxley Act, which requires us to furnish annually a report by management on the
effectiveness of our internal control over financial reporting. In the event that we are unable to maintain or achieve compliance with the applicable provisions of the Sarbanes-
Oxley Act and related rules, we may incur significant and additional expenses for remedial efforts that may negatively impact our financial performance, and such process may
result in a diversion of management’s time and attention.

We may be unable to maintain effective controls over our financial processes and reporting in the future and comply with the certification and reporting obligations under
Sections 302 and 404 of SOX. Any failure to maintain effective controls or any difficulties we may encounter in our implementation or improvement of our internal controls
over financial reporting could result in material misstatements that are not prevented or detected on a timely basis, which could potentially subject us to sanctions or
investigations by the SEC or other regulatory authorities. Ineffective internal controls could also cause investors to lose confidence in our reported financial information.

We may be unable to complete our data center campuses in a timely manner or within anticipated cost estimates.

Our business depends upon the completion and build-out of our Al-focused data center campuses (including the Polaris Forge and Delta Forge Campuses). Until we complete
construction of the facilities required by our customer leases, we will not realize the full amount of projected revenue from those leases. While our present data center projects
are proceeding on time and within our cost expectations, we cannot guarantee we will complete these projects on time or within our anticipated cost estimates, if at all.

The build-out of our data center campuses expose us to significant construction risks, including risks related to construction delays; lack of availability of parts and/or labor;

increased prices; work stoppages; unanticipated environmental issues and geological problems; delays related to permitting and approvals from public agencies and utility
companies; and delays in site readiness, which may lead to our failure to meet commitments, including missing ready for service dates under our
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existing and future leases which could result in an adverse effect on our business and results of operations. Construction-related projects depend on the skill, experience, and
performance of designers, contractors, subcontractors and key suppliers. Should any such party experience financial difficulties or other problems, we could experience
significant delays, increased costs and other negative impacts to our expected timelines and returns.

Delays in lease commencement could adversely affect our financial condition and results of operations.

Under certain circumstances, lessees may have the right to terminate applicable leases if there are significant delays in construction. In the event of a termination, we may not
be able to re-lease the applicable data center in a timely or profitable manner. As a result, a lease termination could adversely affect our financial condition and results of
operations.

Our business has and is expected to continue to have significant customer concentration.

We generate a large portion of our revenue from a small number of customers. If we were to lose one or more of our large customers, our operating results could suffer
dramatically.

HPC Hosting Business

During fiscal year 2026, this business segment was comprised of one customer accounting for 59% of our total revenue from continuing operations. No other customers
accounted for more than 10% of revenue.

This business segment began generating meaningful revenues once the first HPC building within Polaris Forge 1 became operational in fiscal year 2026. As of the date of this
report, we have entered into numerous lease agreements with multiple customers for a combined capacity of approximately 1.4 GW. As a result, we expect significant growth in
revenue from this segment in the coming years.

Due to the limited number of hyperscalers, we expect that a limited number of customers will continue to account for a high percentage of our revenue for the foreseeable
future. The concentration of our customer base increases risks related to the financial condition of our customers, and the deterioration in financial condition of a single
customer or the failure of a single customer to perform its obligations could have a material adverse effect on our results of operations and cash flow. If a subset or all of our
customers were to experience harm or loss due to unforeseen circumstances, it could negatively impact their businesses. In the event that any of our customers experience a
decline in their equipment usage for any reason, or decide to discontinue the use of our facilities, we may be compelled to lower our lease prices in some instances or risk losing
a significant customer. Such developments could adversely affect our profit margins and financial position, leading to a negative impact on our revenue and operating results.

Data Center Hosting Business

During fiscal year 2026, this business segment was comprised of one customer accounting for 25% of our revenue from continuing operations. No other customers accounted
for more than 10% of revenue.

As of the date of this report, we have only one customer in this business segment. As a result of the risks our crypto mining customer faces, it is not possible for us to predict the
future level of demand for our services that will be generated by this customer or the future demand for the products and services of this customer. Should this customer suffer
from harm or loss due to a set of circumstances, their business could be negatively impacted. Further, although this customer is currently under a five year contract with us, with
one and a half years remaining, they may choose to unilaterally reduce or discontinue their contract with us at any time (subject to notice and certain other provisions). If our
customer experiences declining mining operations for any reason or determines to stop utilizing our facilities altogether, and we are not able to timely replace this customer
with one or more comparable revenue-generating customers, our ability to generate any revenue from this business segment could be materially adversely affected, which in
turn would have a material adverse effect on our financial condition, results of operations and cash flows.

Our consolidated financial statements include the financial results of ChronoScale.

We recently completed the separation of our cloud business segment into a separate publicly traded company, ChronoScale, of which we currently own approximately 96%.
Although ChronoScale is a separate public company, we expect to continue consolidating its financial results in our consolidated financial statements for so long as we are
required to do so under applicable accounting rules. As a result, the accuracy and timeliness of ChronoScale’s financial reporting,
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internal control over financial reporting, disclosure controls and procedures, audit process, and related accounting judgments may directly affect our consolidated financial
statements and our periodic reports filed with the SEC.

There can be no assurance that ChronoScale will complete its audit or file its annual report on Form 10-K before we are required to finalize and file our own annual report on
Form 10-K. If ChronoScale’s audited financial statements are not available before we complete our financial reporting process, we may be required to consolidate financial
information for ChronoScale that is preliminary, unaudited, based on estimates, or otherwise subject to completion of ChronoScale’s audit and year-end reporting procedures.
Those preliminary results may differ from ChronoScale’s final audited financial statements once available, including as a result of audit adjustments, changes in accounting
estimates, identification of errors or control deficiencies, impairment analyses, tax adjustments, revenue recognition judgments, valuation matters, or other period-end
accounting determinations.

If ChronoScale’s final audited results differ materially from the preliminary results that we consolidate, our consolidated financial statements could contain a material
misstatement or omission. In that event, we may be required to revise or restate our financial statements, amend prior SEC filings, delay future filings, conclude that our
disclosure controls and procedures or internal control over financial reporting were ineffective, or incur additional audit, accounting, legal, and other expenses. Any such
developments could adversely affect investor confidence in our financial reporting, result in regulatory scrutiny or stockholder litigation, and have a material adverse effect on
the trading price of our securities, our access to capital, and our business, financial condition, results of operations, and cash flows.

In addition, any adverse developments affecting ChronoScale, including operating losses, liquidity constraints, customer or supplier issues, regulatory matters, litigation,
impairments, debt covenant defaults or other liabilities, could have a material adverse effect on our consolidated results of operations, financial condition and cash flows.

Furthermore, our consolidation of ChronoScale depends on applicable accounting rules and our continuing ability to control ChronoScale for financial reporting purposes. If
our ownership interest or governance rights were reduced, if minority holders obtained additional rights, or if accounting standards or interpretations changed, we could be
required to deconsolidate ChronoScale or otherwise change the manner in which we present its results. Any such change could materially affect the presentation of our financial
statements, make period-to-period comparisons more difficult and adversely affect investors’ perception of our business, results of operations and financial condition.

Changes in U.S. trade policy, including the imposition of tariffs and the resulting consequences, may have a material adverse impact on our business, operating results,
and financial condition.

Operating and growing our business demands significant electrical infrastructure components and construction materials. While we proactively procure these materials from our
suppliers in sufficient quantities to facilitate hardware deployment at scale and on accelerated construction timelines, we cannot yet predict the effect of the recently imposed
U.S. tariffs on imports, or the extent to which other countries will impose quotas, duties, tariffs, taxes or other similar restrictions upon the import or export of construction
materials and specialized electricity distribution equipment in the future, nor can we predict future trade policy or the terms of any renegotiated trade agreements and their
impact on our business.

The U.S. government has adopted new approaches to trade policy and in some cases, may renegotiate, or potentially terminate, certain existing bilateral or multi-lateral trade
agreements. The U.S. government has also imposed tariffs on certain foreign goods and has raised the possibility of imposing significant, additional tariff increases or
expanding the tariffs to capture other countries and types of foreign goods. Any such current and future tariff increases, expanding the tariffs to capture other countries and
types of foreign goods or other changes in U.S. trade policy may make it more difficult or costly for us to procure construction materials and specialized electricity distribution
equipment required to develop our HPC and Al facilities. As a result, the timely completion of our HPC and AI projects may be delayed and our ability to collect any potential
revenue from the HPC Hosting Business segment in the future may be compromised, which could have a material adverse effect on our expansion strategy and our ability to
generate significant or any revenue from this business segment.

In addition, in response to tariffs, other countries have implemented retaliatory tariffs on U.S. goods. Political tensions as a result of trade policies could reduce trade volume,

investment, technological exchange, and other economic activities between major international economies, resulting in a material adverse effect on global economic conditions
and the stability of global financial markets, which could in turn have a material adverse impact on our business and financial condition.
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We are subject to a highly evolving regulatory landscape and any adverse changes to certain laws or regulations could adversely affect our customers and our business,
prospects or operations.

Our customers’ businesses are subject to extensive laws, rules, regulations, policies and legal and regulatory guidance, including those governing securities, commodities,
cryptoasset custody, exchange and transfer, data governance, data protection, cybersecurity and tax. Many of these legal and regulatory regimes were adopted prior to the
advent of the internet, mobile technologies, Al, cryptoassets and related technologies. As a result, they do not contemplate or address unique issues associated with Al or the
crypto economy, are subject to significant uncertainty, and vary widely across U.S. federal, state and local and international jurisdictions. These legal and regulatory regimes,
including the laws, rules and regulations thereunder, evolve frequently and may be modified, interpreted and applied in an inconsistent manner from one jurisdiction to another,
and may conflict with one another.

Moreover, the complexity and evolving nature of our business and the significant uncertainty surrounding the regulation of AI and the crypto economy requires us to exercise
our judgment as to whether certain laws, rules and regulations apply to us or our customers, and it is possible that governmental bodies and regulators may disagree with our or
our customers’ conclusions. To the extent we or our customers have not complied with such laws, rules and regulations, we could be subject to significant fines and other
regulatory consequences, which could adversely affect our business, prospects or operations. As cryptoassets have grown in popularity and in market size, the Federal Reserve
Board, U.S. Congress and certain U.S. agencies (e.g., the Commodity Futures Trading Commission, the SEC, the Financial Crimes Enforcement Network and the Federal
Bureau of Investigation) have begun to examine the operations of cryptoasset networks, cryptoasset users and cryptoasset exchange markets.

Ongoing and future regulatory actions could effectively prevent our customers’ ongoing or planned operations, limiting or preventing future revenue generation by us or
rendering our operations obsolete. Such actions could severely impact our ability to continue to operate and our ability to continue as a going concern or to pursue our strategy
at all, which would have a material adverse effect on our business, prospects or operations.

We could incur significant costs related to environmental matters, including from government regulation, private litigation, and existing conditions at some of our
properties.

Under various laws relating to the protection of the environment in the U.S., a current or previous owner or operator of real estate may be liable for contamination resulting
from the presence or discharge of hazardous or toxic substances at a property and may be required to investigate and clean up such contamination at or emanating from a
property. Such laws often impose liability without regard to whether the owner or operator knew of, or was responsible for, the presence of the contaminants, and the liability
may be joint and several. In the U.S., the Comprehensive Environmental Response, Compensation, and Liability Act of 1980 (“CERCLA”) established a regulatory and
remedial program intended to provide for the investigation and clean-up of facilities where, or from which, a release of any hazardous substance into the environment has
occurred or is threatened. CERCLA also imposes liability for the cost of evaluating and remedying any damage to natural resources. The costs of CERCLA investigations and
clean-ups can be very substantial. CERCLA also authorizes the imposition of a lien in favor of the U.S. on all real property subject to, or affected by, a remedial action for all
costs for which a party is liable. Subject to certain procedural restrictions, CERCLA gives a responsible party the right to bring a contribution action against other responsible
parties for their allocable shares of investigative and remedial costs. Our ability to obtain reimbursement from others for their allocable shares of such costs would be limited by
our ability to find other responsible parties and prove the extent of their responsibility, their financial resources, and other procedural requirements. Various U.S. state laws also
impose in certain cases strict joint and several liability for investigation, clean-up and other damages associated with hazardous substance releases.

If previous owners of our current and future properties used such properties for industrial and manufacturing purposes, such properties may contain some level of
environmental contamination. To date, independent environmental consultants have conducted Phase I or similar environmental site assessments on the properties in our
portfolio. Site assessments are intended to discover and evaluate information regarding the environmental condition of the surveyed property and surrounding properties. These
assessments, however, do not generally include soil samplings, subsurface investigations or an asbestos survey and the assessments may fail to reveal all environmental
conditions, liabilities or compliance concerns. In addition, material environmental conditions, liabilities or compliance concerns may arise after these reviews are completed.
We could be held jointly and severally liable under CERCLA and various state, local and national laws for the investigation and remediation of environmental contamination on
our properties caused by previous owners or operators. Further, fuel storage tanks may be present at properties we may develop in the future, and if releases were to occur, we
may
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be liable for the costs of cleaning any resulting contamination. The presence of contamination or the failure to remediate contamination at any of our properties may expose us
to third-party liability or materially adversely affect our ability to sell, lease or develop the real estate or to borrow using the real estate as collateral.

Our properties and their uses have and may in the future require permits and entitlements from various government agencies, including permits and entitlements related to
zoning and land use. Certain permits from state or local environmental regulatory agencies, including regulators of air quality, are usually required to install and operate diesel-
powered generators, which provide emergency back-up power at most of our facilities. These permits often set emissions limits for certain air pollutants, including oxides of
nitrogen. In addition, various federal, state, and local environmental, health and safety requirements, such as fire requirements and treated and storm water discharge
requirements, apply to our properties. Our ability to comply with, as well as changes to, applicable regulations, such as air quality regulations, or the permit requirements for
equipment at our facilities, could hinder or prevent our construction or operation of our data center facilities.

Governmental authorities have in the past sought to restrict data center development based on environmental considerations. For example, governmental authorities have in the
past imposed moratoria on data center development, citing concerns about energy usage and requiring new data centers to meet energy efficiency requirements. Some
government agencies have also sought to restrict the use of diesel generators for back-up power. We may face higher costs from any laws requiring enhanced energy efficiency
measures, changes to cooling systems, caps on energy usage, land use restrictions, limitations on back-up power sources, or other environmental requirements. Moratoria on
data center construction could hinder our ability to construct new data centers.

Also, drought conditions in certain markets have resulted in water usage restrictions and proposals to further restrict water usage. Our data center facilities could face
restrictions on water usage, water efficiency mandates, or higher water prices. Climate change could also limit water availability. In addition, sea level rise and more frequent
and severe weather events caused or contributed to by climate change pose physical risks to our facilities.

Our business depends upon the demand for data centers.

We are in the business of developing, owning and operating data centers. A reduction in the demand for data center space, power or connectivity would have a greater adverse
effect on our business and financial condition than if we owned a portfolio with a less specialized use. Our substantial development activities make us particularly susceptible to
general economic slowdowns as well as adverse developments in the data center, internet and data communications and broader technology industries. Any such slowdown or
adverse development could lead to reduced corporate spending or reduced demand for data center space. Reduced demand could also result from business relocations, including
to metropolitan areas that we do not currently serve. Changes in industry practice or in technology could also reduce demand for the physical data center space we provide. In
addition, our customers may choose to develop new data centers or expand their own existing data centers or consolidate into data centers that we do not own or operate, which
could reduce demand for our newly developed data centers or result in the loss of one or more key customers. If any of our key customers were to do so, it could result in a loss
of business to us or put pressure on our pricing. Mergers or consolidations of technology companies could reduce further the number of our customers and potential customers
and make us more dependent on a more limited number of customers. If our customers merge with or are acquired by other entities that are not our customers, they may
discontinue or reduce the use of our data centers in the future. Our financial condition, results of operations, cash flow, cash available for distribution and ability to satisfy our
debt service obligations could be materially adversely affected as a result of any or all of these factors.

Any delays or unexpected costs developing our existing space, developable land and newly acquired properties may delay and harm our growth prospects, future operating
results and financial condition.

We are currently in the process of constructing numerous data center campuses and we may in the future continue to build out additional HPC hosting facilities on a speculative
basis at significant cost. Our successful development of our announced campuses and future projects is subject to many risks, including those associated with:

* delays in construction, or changes to the plans or specifications;

» financing availability, including our ability to obtain construction financing and permanent financing, or increases in interest rates or credit spreads;

19



* delays or denials of entitlements or permits, including zoning, siting, utility and other permits, or other delays resulting from requirements of public agencies and
utility companies;

*  budget overruns, increased prices for raw materials or building supplies, or lack of availability and/or increased costs for specialized data center components, including
long lead time items such as generators;

*  construction site accidents and other casualties;

» labor availability, costs, disputes and work stoppages with contractors, subcontractors or others that are constructing the project;
« failure of contractors to perform on a timely basis or at all, or other misconduct on the part of contractors;

* access to sufficient power and related costs of providing such power to our customers;

e environmental issues;

*  supply chain constraints;

« fire, flooding, earthquakes and other natural disasters;

*  pandemics; and

* geological, construction, excavation and equipment problems.

If we are not able to secure additional financing to continue our construction efforts with respect to our announced campuses, the completion of these projects may be delayed
and our ability to collect any potential rental revenue or to otherwise monetize these facilities may be compromised, which could have an adverse effect on our expansion
strategy and our ability to generate significant or any revenue from our HPC Hosting Business segment. In addition, development activities, regardless of whether they are
ultimately successful, also typically require a substantial portion of our management’s time and attention. This may distract our management from focusing on other operational
activities of our business. If we are unable to complete development projects successfully, our business may be adversely affected.

We have substantially concentrated our operations in the state of North Dakota and, thus, are particularly exposed to the regulatory framework and changes in the
regulatory environment, market conditions and natural disasters in that state.

While we are currently constructing data center campuses in other states, we are currently operational only in the state of North Dakota. The revenue we collected from
operating these data centers was responsible for the majority of our revenue in the fiscal years ended May 31, 2026, 2025, and 2024. Consequently, our business operations and
financial condition are particularly reliant on the performance of these data centers, which are all located in North Dakota.

As a result of the concentrated nature of our operations in this state, the operation of our business is particularly exposed to the regulatory framework, including but not limited
to state utility permitting regulations, and changes in the regulatory environment, market conditions and natural disasters in the state, any of which may cause delays in the
construction and operation of our data center facilities or prevent us from executing on our expansion strategy.

We may be unable to lease vacant or development space, renew leases, or re-lease space as leases expire.

We intend to continue to add new space to our development inventory and to continue to develop additional space from this inventory. A portion of the space that we develop
has been, and may continue to be, developed on a speculative basis, meaning that we do not have a signed customer agreement for the space when we begin the development
process. We also develop space specifically for customers pursuant to agreements signed prior to the beginning of the development process. In those cases, if we fail to meet
our development obligations under those agreements, these customers may be able to terminate the agreements and we would be required to find a new customer for this space.
In addition, in certain circumstances we may lease data center facilities prior to their completion. If we fail to complete the facilities in a timely manner, the customer may be
entitled to terminate its agreement, seek damages or penalties against us or pursue other remedies and we may be required to find a new customer for the space. We cannot
assure you that once we have developed space or land we will be able to successfully lease it at all, or at rates we consider favorable or expected at the time we commenced
development. Further, once development of a data center facility is complete, we incur certain operating expenses even if there are no customers occupying any space. If we are
not able to complete development in a timely manner or successfully lease the space that we develop, if development costs are higher than we currently estimate, or if rental
rates are lower than expected when we began the project or are otherwise undesirable, our financial condition, results
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of operations, cash flow, cash available for distribution and ability to satisfy our debt service obligations could be materially adversely affected.

Failure to attract, grow and retain a diverse and balanced customer base could harm our business and operating results.

Our ability to attract customers to our data centers depends on a variety of factors, including our product offerings, the presence of carriers, the overall mix of customers, the
presence of key customers attracting business through ecosystems, the data center’s operating reliability and security and our ability to effectively market our product offerings.
Our inability to develop, provide or effectively execute any of these factors may hinder the development, growth and retention of a diverse and balanced customer base and
adversely affect our business, financial condition and results of operations.

We are continuing to invest in our expansion efforts but may not have sufficient customer demand in the future to realize expected returns on these investments.

We expect to continue to expand our data center footprint. In connection with our expansion plans, we may be required to commit significant operational and financial
resources, but there can be no guarantee we will have sufficient customer demand in those markets to support the data centers once they are built. This risk may be greater in a
market where we have not operated previously. Once development of a data center facility is complete, we incur certain operating expenses even if there are no customers
occupying any space. Consequently, if any of our properties have significant vacancies for an extended period of time, our results of operations and business and financial
condition will be adversely affected, the impact of which could be material. In addition, unanticipated technological changes could affect customer requirements for data
centers, and we may not have built such requirements into our new data centers. If any of these developments or contingencies were to occur, it could make it difficult for us to
realize expected or reasonable returns on our investments.

QOur new services and changes to existing services could fail to attract or retain users or generate revenue and profits, or otherwise adversely affect our business.

Our ability to retain, increase, and engage our customer base and to increase our revenue depends heavily on our ability to continue to evolve our existing services and to create
successful new services, both independently and in conjunction with developers or other third parties. We may introduce significant changes to our existing services or acquire
or introduce new and unproven services, including using technologies with which we have little or no prior development or operating experience. These efforts, including the
introduction of new services or changes to existing services, may result in new or enhanced governmental or regulatory scrutiny, litigation, ethical concerns, or other
complications that could adversely affect our business, reputation, or financial results. If our new services fail to engage users or developers, or if our business plans are
unsuccessful, we may fail to attract or retain users or to generate sufficient revenue, operating margin, or other value to justify our investments, and our business may be
adversely affected.

We are subject to risks associated with our need for significant electrical power.

Our operations require significant amounts of electrical power and we anticipate our demand for electrical power will continue to grow as we begin to operate our data center
campuses. The fluctuating price of electricity required for our operations and to power our planned expansion may inhibit our profitability. If we are unable to continue to
obtain sufficient electrical power on a cost-effective basis, we may not realize the anticipated benefits of our significant capital investments.

Additionally, our operations could be materially adversely affected by prolonged power outages. Although certain critical functions of our facilities may be powered by backup
generators on a temporary basis, it may not be feasible or cost-effective to run on back-up power generators for extended periods of time. Therefore, we may have to reduce or
cease our operations in the event of an extended power outage, or as a result of the unavailability or increased cost of electrical power. If this were to occur, our business and
results of operations could be materially and adversely affected.

Even if we have additional space available for lease at any one of our data centers, our ability to lease this space to existing or new customers could be constrained by our
ability to provide sufficient electrical power.

As current and future customers increase their power footprint in our data centers over time, the corresponding reduction in available power could limit our ability to increase
occupancy rates or network density within our existing data centers. Furthermore, our aggregate maximum contractual obligation to provide power and cooling to our
customers may exceed
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the physical capacity at such data centers if customers were to quickly increase their demand for power and cooling. If we are not able to increase the available power and/or
cooling or move the customer to another location within our data centers with sufficient power and cooling to meet such demand, we could lose the customer as well as be
exposed to liability under our customer agreements. In addition, our power and cooling systems are difficult and expensive to upgrade. Accordingly, we may not be able to
efficiently upgrade or change these systems to meet new demands without incurring significant costs that we may not be able to pass on to our customers. Any such material
loss of customers, liability or additional costs could adversely affect our business, financial condition and results of operations.

We depend upon third-party suppliers for power, and we are vulnerable to service failures and price increases by such suppliers and to volatility in the supply and price of
power in the open market.

We rely on third parties to provide power to our data centers, and we cannot ensure that these third parties will deliver such power in adequate quantities or on a consistent
basis. We are also reliant on third parties to deliver the additional power capacity required to support the growth of our business. If the amount of power available to us is
inadequate to support our customer requirements, we may be unable to satisfy our obligations to our customers or grow our business. In addition, our data centers may be
susceptible to power shortages and planned or unplanned power outages caused by these shortages. Power outages may last beyond our backup and alternative power
arrangements, which would harm our customers and our business. Any loss of services or equipment damage could adversely affect both our ability to generate revenues and
our operating results, harm our reputation and potentially lead to customer disputes or litigation.

In addition, we may be subject to risks and unanticipated costs associated with obtaining power from various utility companies. Ultilities that serve our data centers may be
dependent on, and sensitive to price increases for, a particular type of fuel, such as natural gas, coal or nuclear. In addition, the price of these fuels and the total cost of delivered
electricity could increase as a result of: regulations intended to regulate carbon emissions and other pollutants, ratepayer surcharges related to recovering the cost of extreme
weather events and natural disasters, geopolitical conflicts, military conflicts, grid modernization charges, as well as other charges borne by ratepayers. Increases in the cost of
power at any of our data centers could put those locations at a competitive disadvantage relative to data centers that are supplied power at a lower price.

We have also entered into power purchase agreements with contract terms ranging from 4 to 5 years. These agreements require us to purchase renewable energy and/or
renewable energy credits from producers at fixed prices over the terms of the contracts, subject to certain adjustments. In the event that the market price for energy decreases,
we may be required to pay more under the power purchase agreements than we would otherwise if we were to purchase renewable energy credits on the open market, which
could adversely affect our results of operations. Additionally, interruptions in the operations of one or more of the suppliers under these agreements, as a result of extreme
weather events, natural disasters or otherwise, could negatively impact the quantity of renewable energy credits delivered to us. In particular, disruptions in the oil and gas and
electric power markets have caused, and could continue to cause, significant increases in energy prices, which could have a material effect on our business.

Any failure of our physical or information technology or operational technology infrastructure or services could lead to significant costs and disruptions.

Our business depends on providing customers with highly reliable services, including with respect to power supply, physical security, cybersecurity, and maintenance of
environmental conditions. We may fail to provide such services because our operations are vulnerable to, among other things, mechanical or telecommunications failure, power
outage, human error, physical or electronic security breaches, cyberattacks, war, terrorism, fire, earthquake, pandemics, hurricane, flood and other natural disasters, sabotage
and vandalism.

Our customer agreements include terms requiring us to meet certain service level commitments. Any failure to meet these or other commitments or any equipment damage in
our data centers due to any reason could subject us to contractual liability, including service level credits against customer rent payments, legal liability and monetary damages,
regulatory sanctions, or, in certain cases of repeated failures, the right by the customer to terminate the agreement. Service interruptions, equipment failures or security breaches
could also materially impact our brand and reputation globally and lead to customer contract terminations or non-renewals and an inability to attract customers in the future.
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Any disruption of service experienced by certain of our third-party service providers, or our ineffective management of relationships with third-party service providers
could harm our business, financial condition, operating results, cash flows, and prospects.

We rely on several third-party service providers for services that are essential to our business model, the most important of which are our suppliers of power, electrical
equipment, building materials, and construction services. In addition, we may depend upon outside advisors who may not be available on reasonable terms as needed, or at all.
To supplement the business experience of our officers and directors, we may be required to employ technical experts, appraisers, attorneys, or other consultants or advisors. Our
management, with approval of our Board of Directors in certain cases, without any input from stockholders, will make the selection of any such advisors. Furthermore, it is
anticipated that such persons may be engaged on an “as needed” basis without a continuing fiduciary or other obligation to us. In the event we consider it necessary to hire
outside advisors, we may elect to hire persons who are affiliates, if they are able to provide the required services. If these third parties or other outside advisors experience
difficulty providing the services we require, or if they experience disruptions or financial distress or cease operations temporarily or permanently, or if the products they supply
are defective or cease to operate for any reason, it could make it difficult for us to execute our operations. If we are unsuccessful in identifying or finding highly qualified third-
party service providers or employees, if we fail to negotiate cost-effective relationships with them or if we are ineffective in managing and maintaining these relationships, it
could materially and adversely affect our business and our financial condition, operating results, cash flows, and prospects.

If we incorrectly estimate our hosting capacity requirements and related capital expenditures, our results of operations could be adversely affected.

We are continuously evaluating our capacity requirements in order to effectively manage our capital expenditures and operating results. However, we may be unable to
accurately project our future capacity needs or sufficiently allocate resources to address such needs. If we underestimate these requirements, we may not be able to provide
sufficient service to existing customers or may be required to limit new customer acquisition, both of which may materially and adversely impair our results of operations.

We depend on third parties to provide network connectivity to the customers in our data centers and any delays or disruptions in connectivity may materially adversely
affect our operating results and cash flow.

We are not a telecommunications carrier. Although our customers generally are responsible for providing their own network connectivity, we still depend upon the presence of
telecommunications carriers’ fiber networks serving our data centers in order to attract and retain customers. We believe that the availability of carrier capacity will directly
affect our ability to achieve our projected results. Any carrier may elect not to offer its services within our data centers. Any carrier that has decided to provide network
connectivity to our data centers may not continue to do so for any period of time. Further, some carriers are experiencing business difficulties or have announced
consolidations. As a result, some carriers may be forced to downsize or terminate connectivity within our data centers, which could have an adverse effect on the business of
our customers and, in turn, our own operating results.

Our data centers may require construction and operation of a sophisticated redundant fiber network. The construction required to connect multiple carrier facilities to our data
centers is complex and involves factors outside of our control, including regulatory requirements and the availability of construction resources. We have obtained the right to
use network resources owned by other companies, including rights to use dark fiber, in order to attract telecommunications carriers and customers to our portfolio. If the
establishment of highly diverse network connectivity to our data centers does not occur, is materially delayed or is discontinued, or is subject to failure, our operating results
and cash flow may be materially adversely affected. Additionally, any hardware or fiber failures on this network may result in significant loss of connectivity to our data
centers. This could negatively affect our ability to attract new customers or retain existing customers, which could have an adverse effect on our business, financial condition
and results of operations.

Certain natural disasters or other external events, including climate change or mechanical failures, could harm our business, financial condition, results of operations,
cash flows, and prospects.

We may also experience disruptions due to mechanical failure, human error, physical or electronic security breaches, war, terrorism, fire, earthquake, pandemics, hurricane,
flood and other natural disasters, sabotage and vandalism. Our systems may be susceptible to damage, interference, or interruption from modifications or upgrades, power loss,
telecommunications failures, computer viruses, ransomware attacks, computer denial of service attacks, phishing schemes,
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or other attempts to harm or access our systems. Such disruptions could materially and adversely affect our business and our financial condition, operating results, cash flows,
and prospects.

In addition, there continues to be a lack of consistent climate legislation, which creates economic and regulatory uncertainty for our business. With the energy demand of our
business, we may become a target for future environmental and energy regulation. New legislation and increased regulation regarding climate change could impose significant
costs on us and our suppliers, including costs related to increased energy requirements, capital equipment, environmental monitoring and reporting, and other costs to comply
with such regulations. Further, any future climate change regulations could also negatively impact our ability to compete with companies situated in areas not subject to such
limitations.

Given the political significance and uncertainty around the impact of climate change and how it should be addressed, and energy disclosure and use regulations, we cannot
predict how legislation and regulation will affect our financial condition and results of operations in the future in the U.S. Further, even without such regulation, increased
awareness and any adverse publicity in the global marketplace about potential impacts on climate change or energy use by us or other companies in our industry could harm our
reputation. Any of the foregoing could result in a material adverse effect on our business and financial condition.

Joint ventures, joint ownership arrangements and other projects pose unique challenges and we may not be able to fully implement or realize synergies, expected returns or
other anticipated benefits associated with such projects.

From time to time, we may be involved in strategic joint ventures and other joint ownership arrangements. We may not always be in complete alignment with our joint venture
or joint owner counterparties or partners; we may have differing strategic or commercial objectives and may be outvoted by our joint venture partners or we may disagree on
governance matters with respect to the joint venture entity or the jointly owned assets. When we pursue joint ventures or joint ownership arrangements, we may be subject to a
number of risks, including risks around ultimately closing the contemplated transactions. In some joint ventures and joint ownership arrangements we may not be responsible
for the operation of projects and will rely on our joint venture or joint owner counterparties for such services. Joint ventures and joint ownership arrangements may also require
us to expend additional internal resources that could otherwise be directed to other projects. If we are unable to successfully execute and manage our existing and any proposed
joint venture and joint owner arrangements, it could adversely impact our financial and operating results.

If we fail to effectively manage our growth, our business, financial condition and results of operations could be harmed.

As we implement our growth strategy, we are subject to the strains of ongoing development and growth, which has placed, and will continue to place, significant demands on
our management team and our operational and financial infrastructure. If we fail to manage our growth effectively or to develop and expand our managerial, operational and
financial resources and systems, our business and financial results would be materially harmed.

Further, we cannot provide any assurance that we will successfully identify emerging trends and growth opportunities in this business sector and we may lose out on
opportunities. Such circumstances could have a material adverse effect on our business, prospects or operations.

Various actual and potential conflicts of interest may be detrimental to our stockholders.

In determining to engage with potential competitors and entities with whom our officers or directors may have relationships, including ChronoScale and Base Electron, we
considered the risks and risk mitigation factors, including requiring that transactions valued at over $120,000 in which our officers, directors and holders of more than 5% of
our common stock have an interest be approved or ratified by our Audit Committee. Mr. Cummins holds over 7% of our common stock and has a financial interest in the
success of our operations. We also have more than a majority of independent directors on our Board in order to ensure that there are limitations on the risks of conflicts of
interest impacting Board level decisions. We cannot, however, guarantee that any conflicts of interest will not manifest in advice or decisions that negatively impact our
financial results and our operations. Our company maintains business relationships with several companies, including those involved in power generation, cloud computing and
software development. For example, several of our Board members serve on the board of directors of other related companies such as ChronoScale and Base Electron. One of
our Board members, Richard Nottenburg, has interests in various companies, some of which provide software services to our crypto hosting business. The current value of the
annual contract with his software providers is below $500,000 per year. While we strive to maintain transparent and ethical business practices, potential
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conflicts of interest may arise due to these relationships. We continuously monitor and manage such situations to ensure compliance with legal and regulatory requirements.

We may become subject to regulatory inquiry relating to trading activity and/or short selling strategies in our common stock.

Short selling is the practice of selling securities that the seller does not own but rather has borrowed from a third party with the intention of buying identical securities back at a
later date to return to the lender. The short seller hopes to profit from a decline in the value of the securities between the sale of the borrowed securities and the purchase of the
replacement shares, as the short seller expects to pay less in that purchase than it received in the sale. As it is therefore in the short seller’s best interests for the price of the
stock to decline, many short sellers publish, or arrange for the publication of, negative opinions regarding the relevant issuer and its business prospects to create negative
market momentum and generate profits for themselves after selling a stock short. These short attacks have, in the past, led to selling of shares in the market.

We are, and may in the future be, the subject of unfavorable allegations made by short sellers. Any such allegations may be followed by periods of instability in the market price
of our shares of common stock and negative publicity. We may be constrained in the manner in which we can proceed against the relevant short seller by principles of freedom
of speech, applicable federal or state law or issues of commercial confidentiality. In addition, any related inquiry or formal investigation from a governmental organization or
other regulatory body, including any inquiry from the SEC or the U.S. Department of Justice, could result in a material diversion of our management’s time and could have a
material adverse effect on our business and results of operations. Such a situation could be costly and time-consuming and could distract our management from operating our
business.

We and our third-party providers may be vulnerable to cyberattacks and security breaches that could materially disrupt or compromise our operations, data and results.

We rely on computer systems, hardware, software, online sites and networks, as well as physical, digital and operational technology infrastructure to support our internal and
external operations (collectively, “Information Systems”). We own, operate, and manage complex, global Information Systems and also rely on third-party providers for a range
of Information Systems and other products and services. We face evolving risks that threaten the confidentiality, integrity, and availability of Information Systems and data,
including from state-sponsored espionage actors, financially motivated hackers, hacktivists and insiders, as well as through diverse attack vectors, such as social
engineering/phishing, malware (including ransomware), human or technological error, or due to “bugs,” misconfigurations and known and unknown vulnerabilities in
hardware, software, systems and processes that support our business.

Attacks, breaches or disruptions to our, or any providers’ or customers’, Information Systems or controls could result in, among other things, unauthorized access to our or our
customers’ physical assets or Information Systems, misappropriation of our or our customers’ sensitive or proprietary information, disruptions to our or our customers’
operations, breaches of legal and regulatory (e.g., privacy laws such as the General Data Protection Regulation) or contractual obligations, and/or other operational and business
impacts. The foregoing could expose us to material lawsuits, regulatory actions, penalties or fines, monetary damages, loss of existing or potential customers, harm to our
reputation and significant increases in our security and insurance costs, and other adverse effects on our business and financial results.

The loss of any of our management team, our inability to execute an effective succession plan, or our inability to attract and retain qualified personnel, could adversely
affect our business.

Our success and future growth will depend to a significant degree on the skills and services of our management team. We will need to continue to grow our management team
in order to alleviate pressure on our existing team and in order to continue to develop our business. If our management team, including any new hires that we may make, fails to
work together effectively and to execute our plans and strategies on a timely basis, our business could be harmed. Furthermore, if we fail to execute an effective contingency or
succession plan with the loss of any member of our management team, the loss of such management personnel may significantly disrupt our business.

The loss of key members of our management team could inhibit our growth prospects. Our future success also depends in large part on our ability to attract, retain and motivate

key management and operating personnel. As we continue to develop and expand our operations, we may require personnel with different skills and experiences, and who have
a sound
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understanding of our business and high computing power technologies. The market for highly qualified personnel in this industry is very competitive and we may be unable to
attract such personnel. If we are unable to attract such personnel, our business could be harmed.

We may become involved in litigation arising in the ordinary course of our business that may materially adversely affect us.

From time to time, we may become involved in various legal proceedings relating to matters incidental to the ordinary course of our business, including intellectual property,
commercial, product liability, employment, class action, whistleblower and other litigation and claims, and governmental and other regulatory investigations and proceedings.
Attending to such matters can be time-consuming, divert management’s attention and resources, cause us to incur significant expenses or liability or require us to change our
business practices. Because of the potential risks, expenses and uncertainties of litigation, we may, from time to time, settle disputes, even where we believe that we have
meritorious claims or defenses and we cannot assure you that the results of any of these actions will not have a material adverse effect on our business. Adverse outcomes in
such proceedings or claims could result in significant liabilities, monetary damages, fines, or injunctive relief, which may materially impact our financial condition, results of
operations, or cash flows. Additionally, the uncertainty surrounding litigation and the potential for adverse publicity related to such matters could harm our reputation and brand
image, affecting customer confidence and investor perception.

Employee disputes or litigation and related unfavorable publicity may negatively affect our future business, financial condition, and operating results.

We may become involved in lawsuits or other disputes relating to employment matters, such as hostile workplace, discrimination, wage and hour disputes, sexual harassment,
or other employment issues. These types of claims, depending on their nature, can have a significant negative impact on businesses. Certain companies that have faced
employment- or harassment-related lawsuits have had to terminate management or other key personnel and have borne economic and other costs and suffered reputational harm
that has negatively impacted their business.

Scrutiny and changing expectations from stakeholders with respect to our environmental, social, and governance (“ESG”) practices and the impacts of climate change
may result in additional costs or risks.

Companies across many industries are facing scrutiny related to their ESG practices. Investor advocacy groups, certain institutional investors, investment funds and other
influential investors are also focused on ESG practices and in recent years have placed importance on the non-financial impacts of their investments. Furthermore, increased
public awareness and concern regarding environmental risks, including global climate change, has resulted and may continue to result in increased public scrutiny of our
business and our industry, and our management team may divert significant time and energy away from our operations and towards responding to such scrutiny and reassuring
our employees.

In addition, the physical risks of climate change may impact the availability and cost of materials and natural resources, sources and supply of energy, demand for Al, demand
for Bitcoin, and could increase our insurance and other operating costs, including, potentially, to repair damage incurred as a result of extreme weather events or to renovate or
retrofit facilities to better withstand extreme weather events. If environmental laws or regulations or industry standards are either changed or adopted and impose significant
operational restrictions and compliance requirements on our operations, or if our operations are disrupted due to the physical impacts of climate change, our business, capital
expenditures, results of operations, financial condition and competitive position could be negatively impacted.

We maintain cash deposits in excess of federally insured limits. Adverse developments affecting financial institutions, including bank failures, could adversely affect our
liquidity and financial performance.

We regularly maintain domestic cash deposits in Federal Deposit Insurance Corporation (“FDIC”) insured banks that exceed the FDIC insurance limits. Bank failures, events
involving limited liquidity, defaults, non-performance, or other adverse developments that affect financial institutions, or concerns or rumors about such events, may lead to
liquidity constraints. The failure of a bank, or other adverse conditions in the financial or credit markets impacting financial institutions at which we maintain balances, could
adversely impact our liquidity and financial performance. There can be no assurance that our deposits in excess of the FDIC or other comparable insurance limits will be
backstopped by the U.S., or that any bank or financial institution with which we do business will be able to obtain needed liquidity from other banks, government institutions or
by acquisition in the event of a failure or liquidity crisis.
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Our customers frequently make advance deposits based on anticipated future usage.

In our Data Center Hosting Business, customers typically pay in advance based on their projected demand. If we are unable to provide the services as expected for any reason,
we would be required to issue a credit or refund the difference to the customer. Any such refunds or issuances of credit could have an adverse effect on our business, results of
operations, and financial condition.

We may not be able to compete with other companies, some of which have greater resources and experience.

We may not be able to compete successfully against present or future competitors. We do not have the resources to compete with larger providers of similar products or services
at this time. Our industry has attracted various high-profile and well-established operators, some of which have substantially greater liquidity and financial resources than we
do.

We may experience great difficulties in expanding and improving our services and product offerings to remain competitive. Competition from existing and future competitors,
particularly those that have access to competitively priced energy, could result in our inability to secure acquisitions and partnerships that we may need to expand our business
in the future. This competition from other entities with greater resources, experience and reputations may result in our failure to maintain or expand our business, as we may
never be able to successfully execute our business plan. If we are unable to expand and remain competitive, our business could be negatively affected which would have an
adverse effect on our results of operations, financial condition and the trading price of our common stock, which would harm our investors.

If we cannot adapt to evolving technology or customer demands in a timely and cost-effective manner, our ability to sustain and grow our business may be adversely
affected.

The markets for the data centers we own and operate, as well as the specific industries in which our customers operate, are characterized by rapidly changing technology,
evolving industry standards, and frequent new service introductions. Our ability to deliver technologically sophisticated power to our customers requires an ongoing
commitment to maintaining and improving existing data centers and substation infrastructure, developing new and diversified data centers, and investing in personnel and
resources. The widespread adoption of new technologies and services, new industry standards, or significant changes in customer requirements could require substantial new
investments in our data centers and infrastructure. If and when we pursue international expansion, our infrastructure maintenance and expansion costs may increase due to
investment outside the U.S. and the increased costs of compliance with local laws and regulations. Although we regularly upgrade our power infrastructure and data centers to
handle increased densities and higher power levels necessary for our customers’ businesses, there can be no assurance that such upgrades would adequately mitigate the risk
that our data centers and infrastructure may not be able to meet the needs of our customers in the future or, may become obsolete, unmarketable, or subject to competitive
pressures. The costs of modifying our data centers and infrastructure in response to technological change, customer requirements, or industry changes, which may include
retrofitting our data centers for more efficient cooling capabilities, could be substantial. In addition, if and when we expand internationally, changes in customer requirements,
technological advances, or standards in other countries may further lengthen the time necessary to generate revenue at new data centers or utilize infrastructure in new regions,
and, as a result, we may not be able to recover the cost of these investments. Furthermore, our ability to deliver technologically sophisticated power to our customers depends
on our suppliers providing us with the equipment that meets our specifications. If our suppliers cannot provide us with the equipment needed or if we are required to modify our
data centers or infrastructure based on technological changes, we may not be able to serve our customers or incur significant costs in doing so, which could materially adversely
affect our business and results of operations.

If one of our customers were to obtain exclusive rights to the technologies we employ across our businesses, our ability to realize significant operating efficiencies could be
Jjeopardized.

Our business model leverages our ability to share significant technological hardware innovations for solutions in the ultra-low temperature immersion cooling and high-power
applications spaces across our data centers and hosting customers. If one of our customers were to obtain exclusive rights to the hardware technologies we employ across our
businesses, we could be limited in obtaining essential supplies at competitive costs and may be unable to share research and development costs across our businesses. As a
result, our ability to realize significant operating efficiencies by modifying our existing or new data centers utilizing these technologies and our ability to serve all our customers
could be jeopardized, which could materially adversely affect our business, results of operations and future prospects.
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The nature of our business requires the application of complex financial accounting rules, and there is limited guidance from accounting standard setting bodies. If
financial accounting standards undergo significant changes, our operating results could be adversely affected.

The accounting rules and regulations that we must comply with are complex and subject to interpretation by the Financial Accounting Standards Board (“FASB”), the SEC, and
various bodies formed to promulgate and interpret appropriate accounting principles. A change in these principles or interpretations could have a significant effect on our
reported financial results, and may even affect the reporting of transactions completed before the announcement or effectiveness of a change. Recent actions and public
comments from the FASB and the SEC have focused on the integrity of financial reporting and internal controls. In addition, many companies’ accounting policies are being
subject to heightened scrutiny by regulators and the public. Uncertainties or changes in regulatory or financial accounting standards could result in the need to change our
accounting methods and restate our financial statements and impair our ability to provide timely and accurate financial information, which could adversely affect our financial
statements, result in a loss of investor confidence, and more generally impact our business, operating results, and financial condition.

Our customers may not adequately respond to rapidly changing technology or methods of, rules of, or access to, platforms which may negatively affect our business.
Rapidly changing technology or platform methods, rules and access may render our data center and crypto mining and related equipment and facilities obsolete,
unprofitable or unusable.

Competitive conditions within the data center and cryptoasset industries requires that our customers use sophisticated technology in the operation of their businesses. Al and
blockchain technology are characterized by rapid technological changes, new product introductions, enhancements and evolving industry standards. New technologies,
techniques or products could emerge that might offer better performance than the software and other technologies we currently utilize, and we may have to manage transitions
to these new technologies to remain competitive. Our customers may not be successful, generally or relative to their competitors, in timely implementing new technology into
their systems, or doing so in a cost-effective manner. During the course of implementing any such new technology into their operations, they may experience system
interruptions and failures and may find existing Al or crypto mining equipment and infrastructure investments have become obsolete. Furthermore, there can be no assurances
that they will recognize, in a timely manner or at all, the benefits that they may expect as a result of our implementing new technology into our operations. Additionally, the
methods, rules and access to the platforms which they mine change rapidly and could result in the platforms becoming obsolete or unusable by them. As a result of such
changes to technology and/or platforms, our customers and our business and operations may suffer.

We may be exposed to liabilities under the Foreign Corrupt Practices Act (“FCPA”), and any determination that we violated the Foreign Corrupt Practices Act could have
a material adverse effect on our business.

Any international business operations are subject to various anti-corruption laws and regulations, including restrictions imposed by the FCPA. The FCPA and similar
anti-corruption laws in other jurisdictions generally prohibit companies and their intermediaries from making improper payments to government officials for the purpose of
obtaining or generating business. We cannot provide assurance that our internal controls and procedures will protect us from reckless or criminal acts that may be committed by
our employees or third parties with whom we work. If we are found to be liable for violations of the FCPA or similar anti-corruption laws in international jurisdictions, criminal
or civil penalties could be imposed on us.

We are establishing data centers in remote areas, which may adversely affect our ability to recruit and retain staff and could increase our compensation costs.

As we are establishing data centers in areas with lower populations, recruiting and retaining the necessary staff to operate our locations may pose a challenge.

We have data centers in North Dakota, with an estimated population of approximately 797,000, as well as data centers under construction in rural areas of other states. As a
result of the relatively low populations in these areas, the pool of available employees is limited. In addition, some employers have offered significantly higher wages in order

to fill vacant positions. This may adversely affect our ability to attract and retain qualified personnel and may increase our employee costs if we have to increase the
compensation we pay in response to the market.
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Risks Related to Our Industry

Uncertainty in the global economy and instability within international relations, including changes in governmental policies relating to technology, and any potential
downturn in the semiconductor and electronics industries, may negatively impact our business.

There is inherent risk, based on the complex relationships between certain countries and within regions, that political, diplomatic or military events could result in trade
disruptions and other disruptions in the markets and industries we serve and in our supply chain. For example, the ongoing geopolitical and economic uncertainty between the
U.S. and China, the unknown impact of current and future U.S. and Chinese trade regulations, and geopolitical risks with respect to Taiwan, which serves as a central hub for
the technology industry supply chain, could, directly or indirectly, materially harm our business, financial condition and results of operations. In addition, as a result of the
current global semiconductor shortage, the ability to export or import products or services by the semiconductor or electronics systems industry is adversely restricted, thereby
causing delays in supplies of hardware components and products, which may adversely impact our revenue, results of operations and financial condition. Furthermore, political
or economic conflicts between various global actors, and responsive measures that have been or could be taken, have created and can further create significant global economic
uncertainty that could prolong or expand such conflicts, which could have a lasting impact on regional and global economies and harm our business and operating results.

Inflation in the global economy, increased interest rates, political dissension and adverse global economic conditions, like the ones we are currently experiencing, could
negatively affect our business and financial condition.

We are in the process of completing several data center campuses. Fluctuations in long-term interest rates can materially impact the cost of capital required to finance our
current and future projects.

Inflation is impacting various aspects of our business. We are also experiencing an increase in our costs to procure power and supply chain issues globally. Rising prices for
materials related to the construction of our data center campuses and our data center offerings, energy and gas prices, as well as rising wages and benefits costs negatively
impact our business by increasing our operating costs. Further, disagreement in the U.S. Congress on government spending levels could increase the possibility of a government
shutdown, further adversely affecting global economic conditions. The adverse economic conditions we are currently experiencing may cause a decrease in sales as some
customers may need to take cost cutting measures or scale back their operations. This could result in churn in our customer base, reductions in revenues from our offerings,
adverse effects to our days of sales outstanding in accounts receivable, longer sales cycles, slower adoption of new technologies and increased price competition, which could
adversely affect our liquidity. Customers and vendors filing for bankruptcy could also lead to costly and time-intensive actions with adverse effects, including greater difficulty
or delay in accounts receivable collection. The uncertain economic environment could also have an impact on our foreign exchange forward contracts if our counterparties'
credit deteriorates or if they are otherwise unable to perform their obligations. Further, volatility in the financial markets and rising interest rates like we are currently
experiencing could affect our ability to access the capital markets at a time when we desire, or need, to do so which could have an impact on our flexibility to pursue additional
expansion opportunities and maintain our desired level of revenue growth in the future.

Our efforts to mitigate the risks associated with these adverse conditions may not be successful and our business and growth could be adversely affected.

We depend on significant customers for our data centers.

Many factors, including global economic conditions, may cause our Al factory customers to experience a downturn in their businesses or otherwise experience a lack of
liquidity, which may weaken their financial condition and impact our estimates as to the probability of collectability of payments, and ultimately result in their failure to make
timely rental and other payments or their default under their agreements with us. Further, the development of new technologies, the adoption of new industry standards or other
factors could render our Al factory customers’ current products and services obsolete or unmarketable and contribute to a downturn in their businesses, thereby increasing the
likelihood that they default under their leases, become insolvent or file for bankruptcy. If a customer defaults or fails to make timely rent or other payments, we may experience
delays in enforcing our rights as landlord and may incur substantial costs in protecting our investment, which could adversely affect our financial condition and results of
operations.

If a customer becomes a debtor in a case under the U.S. Bankruptcy Code, we cannot evict the customer solely because of the bankruptcy. In addition, the bankruptcy court
might authorize the customer to reject and terminate its contracts with us.
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Our claim against the customer for unpaid, future rent and other payments could be subject to a statutory cap that might be substantially less than the remaining amounts
actually owed under their agreements with us. In either case, our claim for unpaid rent and other amounts would likely not be paid in full. Our revenue could be materially
adversely affected if a significant customer were to become bankrupt or insolvent, suffer a downturn in its businesses, fail to renew its contract or renew on terms less favorable
to us than its current terms.

The use and continued pace of developments in AI are inherently uncertain. Failure by us to keep up with evolving data center requirements and regulatory frameworks
for AL could have a material adverse effect on our business and financial condition.

Al has been developing at a rapid pace, and continues to evolve and change. As demand continues for Al services, our prospective tenants have sought increased power and
compute capacity to enable advancements in Al models and service the demands of end users. We cannot predict whether additional electric and computing power will continue
to be required to develop larger, more powerful Al models, or if the practical limits of Al will stagnate in the future. If we are unable to keep up with the changing Al landscape
or in developing data centers to meet our prospective tenants’ evolving needs, or if Al does not develop to the extent we or our prospective tenants expect, our business, and
financial condition may be adversely impacted.

Additionally, we may incur significant costs and experience significant delays in developing existing or new data centers to adapt to the changing Al landscape, and may not
achieve a return on investment or capitalize on the opportunities presented by demand for AI. Moreover, while Al adoption is likely to continue and may accelerate, the long-
term trajectory of this technological trend is uncertain.

Furthermore, the rapid pace of innovation in Al has led to developing and evolving regulatory frameworks, which are expected to become increasingly complex as Al continues
to evolve. Regulators and lawmakers have started proposing and adopting, or are currently considering, regulations and guidance specifically on the use of Al. Regulations
related to Al have been introduced in the United States at the federal level and are also enacted and advancing at the state level. Additional regulations may adversely affect our
business and financial condition.

The development and advancement in the efficiency of AI models presents risks and challenges that may adversely impact our business and operating resullts.

The introduction of, and advancement in the efficiency of AI models could potentially adversely affect data center usage by significantly reducing the computational power
needed to train Al models, potentially leading to less demand for high-power density, liquid-cooled data center infrastructure. New advancements in AI models could also alter
the way data centers are currently designed and utilized and may adversely affect our business and results of operations.

], ],

There are risks related to tech gical ob. ence, the vulnerability of the global supply chain to AI and cryptoasset hardware disruption, and our customers’ difficulty
in obtaining new hardware which may have a negative effect on our business.

Our customers’ operations can only be successful and ultimately profitable if the costs, including hardware and electricity costs, associated with Al and mining cryptoassets are
lower than the price of Al services and cryptoassets, respectively. As our customers operate, their equipment experiences ordinary wear and tear and general hardware
breakdown and may also face more significant malfunctions caused by a number of extraneous factors beyond our or their control. The physical degradation of their equipment
will require them to, over time, replace the hardware which is no longer functional. Additionally, as the technology evolves, they may be required to acquire newer hardware to
remain competitive in the market. The cost and availability of new hardware is unpredictable. As a result, at times, they may obtain hardware from third parties at premium
prices, to the extent they are available. In order to keep pace with technological advances and competition from other companies, it will be necessary to purchase new hardware,
which will eventually need to be repaired or replaced along with other equipment from time to time to stay competitive. This upgrading process requires substantial capital
investment, and our customers may face challenges in doing so on a timely and cost-effective basis.
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Risks Related to Our Securities

Our stock price has been volatile and may continue to be volatile in the future; this volatility may affect your ability to, and the price at which you could, sell our common
stock.

The trading price of our common stock has been volatile and may continue to be volatile in response to various factors, some of which are beyond our control. Any of the
factors listed below could have a material adverse effect on an investment in our securities:

* actual or anticipated fluctuations in our quarterly financial results or the quarterly financial results of companies perceived to be similar to us;

* changes in the market’s expectations about our operating results;

» relative success of our competitors;

*  our operating results failing to meet the expectations of securities analysts or investors in a particular period;

» changes in financial estimates and recommendations by securities analysts concerning us and the market for our co-hosting facilities;

*  operating and stock price performance of other companies that investors deem comparable to us;

*  our ability to continue to expand our operations;

*  changes in laws and regulations affecting our business or our industry;

* commencement of, or involvement in, litigation;

» changes in our capital structure, such as future issuances of securities or the borrowing of additional debt;

+ the volume of shares of our common stock available for public sale pursuant to an effective registration statement or exemption from registration requirements;

*  any major change in our Board or management;

« sales of substantial amounts of our common stock by our directors, executive officers or significant stockholders or the perception that such sales could occur;

«  general economic and political conditions such as recessions, interest rates, international currency and crypto currency fluctuations and acts of war or terrorism;

« if securities or industry analysts were to not publish research or reports about our business, or if they downgrade their recommendations regarding our common stock;
and

+ failure to meet certain Nasdaq conditions to maintain our listing status.

Broad market and industry factors may materially harm the market price of our common stock irrespective of our operating performance. The stock market in general, and
Nasdaq in particular, have experienced price and volume fluctuations that have often been unrelated or disproportionate to the operating performance of the particular
companies affected.

The trading prices and valuations of these stocks, and of our common stock, may not be predictable. A loss of investor confidence in the market for retail stocks or the stocks of
other companies that investors perceive to be similar to us could depress our stock price regardless of our business, prospects, financial conditions or results of operations. A
decline in the market price of our common stock also could adversely affect our ability to issue additional securities and our ability to obtain additional financing in the future.

We have issued, and may in the future issue, new shares of our common stock, which has a dilutive effect on our stockholders.

We have financed much of our strategic growth through our at-the-market (“ATM”) offerings and issuances of our common stock and preferred stock.

Our ATM offerings allow us to raise capital as needed by tapping into the existing trading market for our shares by selling newly issued shares into the market depending on
prevailing market prices. On June 2, 2025, we entered into a Sales Agreement with Northland Securities, Inc. and Wells Fargo Securities, LLC (the “June 2025 Sales

Agreement"). Up to $200,000,000 of shares of our common stock may be issued if and when sold pursuant to the June 2025 Sales Agreement. As of May 31, 2026, the
Company has sold approximately 15.3 million shares under the June 2025 Sales Agreement for gross proceeds of approximately $196.4 million.
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On April 30, 2025, we entered into a preferred equity purchase agreement (as amended from time to time, the “PEPA”) with the investors signatory thereto. Under the PEPA,
we may issue up to $2 billion (the “Commitment Amount™) shares of our Series G Convertible Preferred Stock, par value $0.001 (the “Series G Preferred Stock™), at our option
during the period commencing on April 30, 2025 and terminating on the earliest of (i) August 27, 2029, (ii) the date on which the Investors shall have made payment of the
aggregate purchase price for put issuances pursuant to the PEPA equal to the Commitment Amount, or (iii) such date as there ceases to be a sufficient number of authorized but
unissued shares of common stock remaining under the Exchange Cap (as defined in the PEPA). As of the date of this report, we have entered into six amendments to the PEPA
and have issued 1,068,300 shares of Series G Preferred Stock, for aggregate gross proceeds of $1.04 billion, of which, 995,146 shares of Series G Preferred Stock were
subsequently converted into approximately 52.8 million shares of our common stock.

Our efforts to raise capital is for the purpose of executing on development plans and strategic growth opportunities as they arise; however, holders of our common stock may
experience dilution as a result of our sales of newly issued shares of our common stock or preferred stock convertible into shares of our common stock in such offerings. Any
issuances of shares of our common stock upon issuance and conversion of the Series G Preferred Stock under the PEPA, for example, will dilute the percentage ownership of
stockholders and may dilute the per share projected earnings (if any) or book value of our common stock. Sales of a substantial number of shares of our common stock in the
public market or other issuances of shares of our common stock, or the perception that these sales or issuances could occur, could cause the market price of our common stock
to decline and may make it more difficult for you to sell your shares at a time and price that you deem appropriate.

On November 5, 2025, our Board of Directors approved the First Amendment to the Applied Digital Corporation 2024 Omnibus Equity Incentive Plan (the “Amended 2024
Plan”), which our stockholders approved on November 5, 2025. The First Amendment increased the number of shares of our common stock available for future issuance under
the Amended 2024 Plan by 15,000,000. As of May 31, 2026, there were 35,722 shares outstanding underlying unvested restricted stock awards and 22,352,083 shares
underlying unvested restricted stock units and performance stock units. Vesting of these restricted stock awards, restricted stock units and performance stock units, as well as
future issuances under our plans, would also result in dilution of current stockholders’ relative ownership of us.

We may also issue other securities that are convertible into or exercisable for equity in our company in connection with hiring or retaining employees or consultants, future
acquisitions or future sales of our securities.

If securities or industry analysts do not publish research or reports about our business, or if they downgrade their recommendations regarding our common stock, its
trading price and volume could decline.

We expect the trading market for our common stock to be influenced by the research and reports that industry or securities analysts publish about us, our business or our
industry. As a new public company, we have only minimal research coverage by securities and industry analysts. If we do not expand securities or industry analyst coverage, or
if one or more of these analysts cease coverage of our Company or fail to publish reports on us regularly, we could lose visibility in the financial markets, which in turn could
cause our stock price or trading volume to decline and our common stock to be less liquid. Moreover, if one or more of the analysts who cover us downgrades our stock or
publishes inaccurate or unfavorable research about our business, or if our results of operations do not meet their expectations, our stock price could decline.

We do not expect to declare or pay dividends in the for ble future, which may limit the return our shareholders realize on their investment.

We do not expect to declare or pay dividends in the foreseeable future, as we currently intend to retain any future earnings to finance the development and expansion of our
business. Therefore, holders of our common stock may not receive any return on their investment in our common stock unless and until the value of such common stock
increases and they are able to sell such shares of common stock, and there is no assurance that any of the foregoing will occur. Unless we pay dividends, our stockholders will
not be able to receive a return on their shares unless they sell them. There is no assurance that stockholders will be able to sell shares when desired.
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Provisions in our Articles (as defined below), our Bylaws (as defined below), and Nevada law may discourage a takeover attempt even if a takeover might be beneficial to
our stockholders.

Provisions contained in our Second Amended and Restated Articles of Incorporation (as amended, the “Articles”) and our Third Amended and Restated Bylaws (the “Bylaws”)
could make it more difficult for a third party to acquire us. Provisions of our Articles and Bylaws impose various procedural and other requirements, which could make it more
difficult for stockholders to effect certain corporate actions. For example, our Articles authorize our Board to determine the rights, preferences, privileges and restrictions of
unissued series of preferred stock without any vote or action by our stockholders. Thus, our Board can authorize and issue shares of preferred stock with voting or conversion
rights that could adversely affect the voting or other rights of holders of our other series of capital stock. These rights may have the effect of delaying or deterring a change of
control of our company. Additionally, our Bylaws establish limitations on the removal of directors and on the ability of our stockholders to call special meetings.

For a more complete understanding of these provisions, please refer to the Nevada Revised Statutes and our Articles and Bylaws filed with the SEC. Though we are not
currently, in the future we may become subject to Nevada’s control share law. A corporation is subject to Nevada’s control share law if it has more than 200 stockholders, at
least 100 of whom are stockholders of record and residents of Nevada, and it does business in Nevada or through an affiliated corporation. The law focuses on the acquisition of
a “controlling interest” which means the ownership of outstanding voting shares sufficient, but for the control share law, to enable the acquiring person to exercise the following
proportions of the voting power of the corporation in the election of directors: (i) one-fifth or more but less than one-third; (ii) one-third or more but less than a majority; or (iii)
a majority or more. The ability to exercise such voting power may be direct or indirect, as well as individual or in association with others.

The effect of the control share law is that the acquiring person, and those acting in association with it, obtains only such voting rights in the control shares as are conferred by a
resolution of the stockholders of the corporation, approved at a special or annual meeting of stockholders. The control share law contemplates that voting rights will be
considered only once by the other stockholders. Thus, there is no authority to strip voting rights from the control shares of an acquiring person once those rights have been
approved. If the stockholders do not grant voting rights to the control shares acquired by an acquiring person, those shares do not become permanent non-voting shares. The
acquiring person is free to sell its shares to others. If the buyers of those shares themselves do not acquire a controlling interest, their shares do not become governed by the
control share law. If control shares are accorded full voting rights and the acquiring person has acquired control shares with a majority or more of the voting power, any
stockholder of record, other than an acquiring person, who has not voted in favor of approval of voting rights is entitled to demand fair value for the redemption of such
stockholder’s shares. Nevada’s control share law may have the effect of discouraging takeovers of the corporation.

In addition to the control share law, Nevada has a business combination law which prohibits certain business combinations between Nevada corporations and “interested
stockholders” for two years after the “interested stockholder” first becomes an “interested stockholder,” unless our Board approves the combination in advance or thereafter by
both the Board and 60% of the disinterested stockholders. For purposes of Nevada law, an “interested stockholder” is any person who is (i) the beneficial owner, directly or
indirectly, of ten percent or more of the voting power of the outstanding voting shares of the corporation, or (ii) an affiliate or associate of the corporation and at any time within
the two previous years was the beneficial owner, directly or indirectly, of ten percent or more of the voting power of the then outstanding shares of the corporation. The
definition of the term “business combination” is sufficiently broad to cover virtually any kind of transaction that would allow a potential acquirer to use the corporation’s assets
to finance the acquisition or otherwise to benefit its own interests rather than the interests of the corporation and its other stockholders. The effect of Nevada’s business
combination law is to potentially discourage parties interested in taking control of us from doing so if it cannot obtain the approval of our Board.

The rights of holders of our Series E and E-1 Preferred Stock rank senior to the rights of the holders of our common stock.

Although we may opt to redeem our Series E and E-1 Preferred Stock with shares of our common stock in our sole and absolute discretion, the rights of the holders of shares of
Series E and E-1 Preferred Stock while such shares remain outstanding rank senior to the rights of the holders of shares of our common stock as to dividends and payments
upon liquidation, dissolution or winding up of our affairs. Unless full cumulative dividends on our shares of Series E and E-1 Preferred Stock for all past dividend periods have
been paid (or set apart for payment), we will not declare or pay dividends with respect to any shares of our common stock for any period. Upon liquidation, dissolution or
winding up of our affairs,
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the holders of shares of our Series E and E-1 Preferred Stock are entitled to receive a liquidation preference, plus all accrued but unpaid dividends, prior and in preference to
any distribution to the holders of shares of our common stock or any other class of our equity securities junior to the Series E and E-1 Preferred Stock. As of the date of this
report, (i) 276,673 shares of Series E Preferred Stock are outstanding, and (ii) 61,878 shares of Series E-1 Preferred Stock are outstanding.

In the event the holders exercise their option to redeem Series E and E-1 Preferred Stock, our ability to redeem such shares of Series E and E-1 Preferred Stock may be
subject to certain restrictions and limits.

Our ability to redeem shares of Series E and E-1 Preferred Stock may be limited by our available funds, ability to issue the full amount of shares of common stock and
applicable federal and Nevada law.

Pursuant to the relevant Certificate of Designations of the applicable series of Preferred Stock (as amended, the “Certificate of Designations™), each holder of shares of Series E
and E-1 Preferred Stock is entitled to redeem any portion of the outstanding Preferred Stock held by such holder. Such redemption may, at the option of the Board, be in cash or
in common stock, provided that the number of shares of common stock issuable to holders of Series E and E-1 Preferred Stock for redemption shall not exceed 19.99% of the
outstanding shares of common stock without stockholder approval.

On August 16, 2022, the IR Act was signed into federal law. Depending on the number of shares of our Series E and E-1 Preferred Stock we sell and the number of holders of
Series E Preferred Stock who redeem their stock, the Excise Tax could also be applicable to us and adversely affect the cash we have available for our operations. As of the date
of this report, we sold approximately 364,173 shares of Preferred Stock for net proceeds of approximately $64.0 million.

In addition, applicable Nevada law provides that no distribution (including dividends on, or redemption or repurchases of, shares of capital stock) may be made if, after giving
effect to such distribution, the corporation would not be able to pay its debts as they become due in the usual course of business, or, except as specifically permitted by the
company’s articles of incorporation, the company’s total assets would be less than the sum of its total liabilities plus the amount that would be needed at the time of a
dissolution to satisfy the preferential rights of stockholders whose preferential rights are superior to those receiving the distribution. Accordingly, we generally may not make a
distribution on the Series E and E-1 Preferred Stock or redeem shares of Series E and E-1 Preferred Stock if, after giving effect to the distribution or redemption, we would not
be able to pay our debts as they become due in the usual course of business or our total assets would be less than the sum of our total liabilities plus, unless the terms of such
class or series provide otherwise, the amount that would be needed to satisfy the preferential rights upon dissolution of the holders of shares of any class or series of preferred
stock then outstanding, if any, with preferences senior to those of the Series E and E-1 Preferred Stock.

There can be no guarantee that we will have sufficient funds available to meet these obligations. As a result, if it becomes necessary for us to issue and sell to the holders an
aggregate number of shares that would exceed 19.99% of the outstanding shares of common stock, then before we could issue any shares of common stock in excess of such
limit, we would also need to obtain the requisite stockholder approval.

The redemption of the Series E Preferred Stock and Series E-1 Preferred Stock could adversely affect our business, financial position, and results of operations, in the event our
assets are not sufficient to meet our redemption obligations.

The Convertible Notes may adversely affect the market price of our common stock.

The market price of our common stock is likely to be influenced by our 2.75% Convertible Senior Notes due 2030 (the “Convertible Notes™). For example, the market price of
our common stock could become more volatile and could be depressed by investors’ anticipation of the potential resale in the market of a substantial number of additional
shares of our common stock received upon conversion of the Convertible Notes, and by hedging or arbitrage trading activity that may develop involving the Convertible Notes
and our common stock.

Conversion of the Convertible Notes will dilute the ownership interest of existing stockholders or may otherwise depress the price of our common stock.

The conversion of some or all of the Convertible Notes will dilute the ownership interests of existing stockholders to the extent we deliver shares of our common stock upon
conversion of any of the Convertible Notes. The Convertible Notes may from time to time in the future be convertible at the option of their holders prior to their scheduled
terms under certain
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circumstances. Any sales in the public market of the common stock issuable upon such conversion could adversely affect prevailing market prices of our common stock.

The prepaid forward transaction may affect the value of our common stock and may result in unexpected market activity in our common stock.

In connection with the pricing of the offering of the Convertible Notes in a private placement to persons reasonably believed to be qualified institutional buyers pursuant to
Rule 144A under the Securities Act of 1933, as amended (the “Securities Act”)., we entered into the prepaid forward transaction with one of the initial purchasers or its affiliates
(the “forward counterparty”).

The prepaid forward transaction is generally intended to facilitate privately negotiated derivative transactions, including swaps, between the forward counterparty or its
affiliates and investors in the Convertible Notes relating to shares of our common stock by which investors in the Convertible Notes will establish short positions relating to
shares of our common stock and otherwise hedge their investments in the Convertible Notes. As a result, the prepaid forward transaction is expected to allow the investors to
establish short positions that generally correspond to (but may be greater than) commercially reasonable initial hedges of their investment in the Convertible Notes. In the event
of such greater initial hedges, investors may offset such greater portion by purchasing our common stock on the day we price the Convertible Notes. Facilitating investors’
hedge positions by entering into the prepaid forward transaction, particularly if investors purchase our common stock on the pricing date, could increase (or reduce the size of
any decrease in) the market price of our common stock and effectively raise the initial conversion price of the Convertible Notes. In connection with establishing their initial
hedges of the prepaid forward transaction, the forward counterparty or its affiliates generally expect, but are not required, to enter into one or more derivative transactions with
respect to our common stock with the investors of the Convertible Notes concurrently with or after the pricing of the Convertible Notes.

Our entry into the prepaid forward transaction with the forward counterparty and the entry by the forward counterparty into derivative transactions in respect of our common
stock with the investors of the Convertible Notes could have the effect of increasing (or reducing the size of any decrease in) the market price of our common stock
concurrently with, or shortly after, the pricing of the Convertible Notes and effectively raising the initial conversion price of the Convertible Notes.

Neither we nor the forward counterparty will control how investors of the Convertible Notes may use such derivative transactions. In addition, such investors may enter into
other transactions relating to our common stock or the Convertible Notes in connection with or in addition to such derivative transactions, including the purchase or sale of
shares of our common stock. As a result, the existence of the prepaid forward transaction, such derivative transactions and any related market activity could cause more
purchases or sales of our common stock over the terms of the prepaid forward transaction than there otherwise would have been had we not entered into the prepaid forward
transaction. Such purchases or sales could potentially increase (or reduce the size of any decrease in) or decrease (or reduce the size of any increase in) the market price of our
common stock and/or the price of the Convertible Notes.

In addition, the forward counterparty or its affiliates may modify their hedge positions by entering into or unwinding one or more derivative transactions with respect to our
common stock and/or purchasing or selling our common stock or other securities of ours in secondary market transactions following the pricing of the Convertible Notes and
prior to the maturity of the Convertible Notes. These activities could also cause or avoid an increase or a decrease in the market price of our common stock or the Convertible
Notes, which could, to the extent the activity occurs following conversion or during any observation period related to a conversion of Convertible Notes, affect the amount and
value of the consideration that you will receive upon conversion of the Convertible Notes.

We do not make any representation or prediction as to the direction or magnitude of any potential effect that the transactions described above may have on the price of the
Convertible Notes or our common stock. In addition, we do not make any representation that the forward counterparty or its affiliates will engage in these transactions or that
these transactions, once commenced, will not be discontinued without notice.

The capped call transactions may affect the value of the Convertible Notes and our common stock.

In connection with the pricing of the Convertible Notes, we entered into privately negotiated capped call transactions with one or more of the initial purchasers or their affiliates
and one or more other financial institutions (the “option counterparties™). The capped call transactions are expected generally to reduce the potential dilution to our common
stock
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upon any conversion of the Convertible Notes and/or offset any potential cash payments we are required to make in excess of the principal amount of converted Convertible
Notes, as the case may be, with such reduction and/or offset subject to a cap.

In connection with establishing their initial hedges of the capped call transactions, the option counterparties or their respective affiliates expect to enter or have entered into
various derivative transactions with respect to our common stock and/or purchase shares of our common stock concurrently with or shortly after the pricing of the Convertible
Notes. This activity could increase (or reduce the size of any decrease in) the market price of our common stock or the market value of the Convertible Notes at that time.

In addition, the option counterparties and/or their respective affiliates may modify their hedge positions by entering into or unwinding various derivatives with respect to our
common stock and/or purchasing or selling our common stock or other securities of ours in secondary market transactions following the pricing of the Convertible Notes and
prior to the maturity of the Convertible Notes (and are likely to do so during the relevant valuation period under the capped call transactions or following any early conversion
of Convertible Notes or repurchase of Convertible Notes by us on any fundamental change repurchase date, any redemption date or otherwise, in each case if we exercise our
option to terminate the relevant portion of the capped call transactions).

We do not make any representation or prediction as to the direction or magnitude of any potential effect that the transactions described above may have on the price of the
Convertible Notes or our common stock. In addition, we do not make any representation that the option counterparties will engage in these transactions or that these
transactions, once commenced, will not be discontinued without notice.

Item 1B. Unresolved Staff Comments

None.

Item 1C. Cybersecurity
Cybersecurity Risk Management

We, like other companies in our industry, face several cybersecurity risks in connection with our business. To date, we have not identified any cybersecurity incidents that have
materially affected our business strategy, results of operations, or financial condition.

During the fiscal year ended May 31, 2026, we did not identify any cybersecurity incidents that we determined to be material, individually or in the aggregate.

In the ordinary course of our business, we collect and store sensitive data, including intellectual property. To effectively prevent, detect, and respond to cybersecurity threats, we
maintain a cyber risk management program, which is comprised of a wide array of policies, standards, architecture, and processes. The program includes defined incident
detection, response, and escalation procedures, including processes for assessing severity, containing threats, notifying appropriate stakeholders, and complying with applicable
regulatory requirements. Our cybersecurity risk management program is overseen by our Vice President of Data Center Technology and our Vice President of Compliance and
Enterprise Risk. The Vice President of Data Center Technology is responsible for the Company's cybersecurity strategy, technical controls, and operational cybersecurity
capabilities, while the Vice President of Compliance and Enterprise Risk oversees cybersecurity governance, risk management, and compliance activities. Together, they
oversee the Company's cybersecurity risk management processes and are supported by third-party cybersecurity advisors. We leverage both third-party service providers and
internal personnel to support continuous monitoring, detection, and incident response activities. We maintain processes to evaluate and monitor cybersecurity risks associated
with third-party service providers, including due diligence procedures, contractual security requirements, and periodic reviews based on vendor criticality.

We have implemented and maintain a cybersecurity risk management program that is designed to identify, assess, and mitigate risks from cybersecurity threats to this data and
our systems and ensure the effectiveness of our security controls. Our cybersecurity risk management program is intended to address applicable SOC2 and SOX requirements.
Our cybersecurity risk management program incorporates several components, including information security program assessments, a risk register, continuous monitoring of
critical risks from cybersecurity threats using automated tools,
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backup and recovery testing to support business continuity and operational resilience, periodic threat testing, and employee training. We deploy a wide range of security tools,
use single sign-on, and require multi-factor authentication across all systems. We also utilize access control policies to further limit access to data within the systems, including
quarterly reviews, generally, and on a weekly basis for financial operations.

We periodically engage third parties, which are subject to our standards, policies and procedure, to conduct audits and risk assessments, including penetration testing and other
system vulnerability analyses. As a result of these assessments and testing, we have responded to all known medium, high, and critical risks and are constantly hardening our
environment. Additionally, our program includes privacy and cybersecurity training for all employees. Training occurs prior to accessing the system or performing assigned
duties, when required by system changes, and annually thereafter.

Governance

Our Board is responsible for the oversight of cybersecurity risk management. The Board delegates oversight of the cybersecurity risk management program to the Audit
Committee. The management of the program is the responsibility of our Risk Management Committee, comprised of our Chief Executive Officer, Chief Financial Officer,
Chief Operating Officer and General Counsel. The Risk Management Committee generally provides quarterly updates to the Audit Committee on our cybersecurity risk
management program, including updates on (1) any critical cybersecurity risks; (2) ongoing cybersecurity initiatives and strategies; (3) applicable regulatory requirements; and
(4) industry standards. The Risk Management Committee also notifies the Board of any significant and/or material cybersecurity incidents (suspected or actual) and provides
updates on the incidents as well as cybersecurity risk mitigation activities as appropriate.

Item 2. Properties

We lease office space located in Dallas, Texas for our principal offices. In addition, we lease office and warehouse space in Irving, Texas to support our operations.

We own our Polaris Forge and Delta Forge data centers, including the land on which such data centers are located in North Dakota and Louisiana. See Item 1. Business for
further descriptions of our facilities and sites.

ChronoScale leases office space in Menlo Park, California for its principal offices. ChronoScale also leases data center colocation space in Colorado, Utah, and Minnesota to
support its operations.

We believe that our leased and owned facilities are adequate to support our near-term business needs and that should it be needed, suitable additional or alternative space will be
available to support our operations.

Item 3. Legal Proceedings

From time to time, we may become involved in legal proceedings.

The Company, Wes Cummins, the Company's Chief Executive Officer, and David Rench, the Company's then Chief Financial Officer, have been named as defendants in a
putative securities class action lawsuit in the matter styled, McConnell v. Applied Digital Corporation, et al., Case No. 3:23-cv-1805, filed in August 2023 in the U.S. District
Court for the Northern District of Texas (the “Securities Lawsuit”). Specifically, the complaint asserts claims pursuant to Section 10(b) and 20(a) of the Securities Exchange Act
of 1934, as amended, based on allegedly false or misleading statements regarding the company’s business, operations, and compliance policies, including claims that the
Company overstated the profitability of its Data Center Hosting Business and its ability to successfully transition into a low-cost cloud services provider and that the
Company’s board of directors was not “independent” within the meaning of NASDAQ listing rules. On May 22, 2024, the court appointed Lead plaintiff and approved lead
counsel, and on July 22, 2024, Lead Plaintiff filed an amended complaint which asserts the same claims based on similar allegations in the original complaint. On September
20, 2024, the defendants filed a motion to dismiss the amended complaint. On November 20, 2024, Lead Plaintiff filed his opposition to the Motion to Dismiss. On January 3,
2025, the defendants filed their reply in further support of the Motion to Dismiss. On September 8, 2025, the court issued an order staying the Securities Lawsuit and
administratively closing it pending resolution of the Motion to Dismiss. See further discussion in "Note 18 - Commitments and Contingencies".

On November 15, 2023, a derivative action was filed in the matter styled, Weich v. Cummins, et al., Case No. A-23-881629-C in the District Court of Clark County, Nevada
(the “Derivative Lawsuit”). The Weich complaint named as
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defendants certain members of the Company’s Board of Directors and its Chief Executive Officer Wesley Cummins and purports to name the Company’s then Chief Financial
Officer David Rench as a defendant. The complaint asserted claims for breach of fiduciary duties, corporate waste and unjust enrichment based upon allegations that the
defendants caused or allowed the Company to make materially false and misleading statements regarding the Company’s business, operations, and compliance policies.
Specifically, the complaint alleged that the Company overstated the profitability of the Data Center Hosting Business and its ability to successfully transition into a low-cost
cloud services provider and that the Board was not “independent” within the meaning of Nasdaq listing rules. On February 27, 2024, the derivative plaintiff filed an amended
complaint asserting the same claims as the original complaint.

On June 5, 2024, following briefing and argument on the defendants’ motion to dismiss the Derivative Lawsuit, the Court entered an order granting the defendants’ motion
without prejudice and dismissing all claims against all defendants, including the Company, on the grounds that the plaintiff failed to plead (1) demand futility as to each of
plaintift’s claims or (2) a claim for breach of fiduciary duty. The plaintiff can seek leave to file an amended complaint but to date has not done so.

The Company is unable to estimate a range of loss, if any, that could result were there to be an adverse final decision in these actions. If an unfavorable action were to occur, it
is possible that the impact could be material to the Company’s results of operations in the period(s) in which any such outcome becomes probable and estimable.

As of May 31, 2026, there were no other pending or threatened lawsuits that could reasonably be expected to have a material adverse effect on the results of the Company’s
consolidated operations. There are also no legal proceedings in which any of the Company's management or affiliates is an adverse party or has a material interest adverse to the

Company's interest.

Item 4. Mine Safety Disclosures

Not applicable.
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Part I1

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
Primary Market
The Company's Common Stock is traded on the Nasdaq Global Select Market under the symbol "APLD."

Holders

As of May 31, 2026, we had approximately 91 shareholders of record of our common stock.

Stock Performance Graph

The following graph shows a comparison, from May 31, 2022 through May 31, 2026, of the cumulative total return on our common stock, The Nasdaq Composite Index and a
peer group of publicly traded digital-asset mining and infrastructure companies selected by us in good faith on a line-of-business basis (the “Peer Group”), consisting of Riot
Platforms, Inc. (RIOT), CleanSpark, Inc. (CLSK), Cipher Digital Inc. (CIFR), TeraWulf Inc. (WULF), HIVE Digital Technologies Ltd. (HIVE), Hut 8 Corp. (HUT), IREN
Limited (IREN), Core Scientific, Inc. (CORZ), Fermi Inc. (FRMI), Galaxy Digital Inc. (GLXY), Keel Infrastructure Corp. (KEEL), Bitdeer Technologies Group (BTDR),
Equinix, Inc. (EQIX), Digital Realty Trust, Inc. (DLR), and MARA Holdings, Inc (MARA). Such returns are based on historical results and are not intended to suggest future
performance. Data for The Nasdaq Composite Index and the Peer Group assumes an investment of $100 on May 31, 2022 and reinvestment of dividends. We have never
declared or paid any cash dividends on our common stock nor do we anticipate paying any such cash dividends in the foreseeable future.
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Repurchases of Equity Securities by the Issuer and Affiliated Purchasers

The following table sets forth information regarding our purchases of shares of our common stock during the year ended May 31, 2026:

Period Total Number of Shares Purchased Average Price Paid per Share
June 1, 2025 through August 31, 2025 — 3 —
September 1, 2025 through November 30, 2025 7,165,300 $ 7.36
December 1, 2025 through February 28, 2026 — 3 =
March 1, 2026 through May 31, 2026 — S —
Total 7,165,300 $ —

Recent Sales of Unregistered Securities

During the fiscal year ended May 31, 2026, there were no unregistered sales of our securities except as previously reported in a Current Report on Form 8-K or a Quarterly
Report on Form 10-Q.

Item 6. [Reserved]
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Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations

You should read the following discussion and analysis of our financial condition and results of operations together with our consolidated financial statements and the related
notes appearing elsewhere in this Annual Report on Form 10-K. Some of the information contained in this discussion and analysis or set forth elsewhere in this Annual Report,
including information with respect to our plans and strategy for our business, includes forward-looking statements that involve risks and uncertainties. You should read the
sections titled “Risk Factors” and “Forward-Looking Statements” for a discussion of important factors that could cause actual results to differ materially from the results
described in or implied by the forward-looking statements contained in the following discussion and analysis.

This Item generally discusses fiscal year 2026 and 2025 items and year-to-year comparisons between fiscal year 2026 and 2025. A comparison of our results of operations and
cash flows for fiscal year 2025 and fiscal year 2024 is not included in this Annual Report and can be found under “Item 7. Managements Discussion and Analysis of Financial
Condition and Results of Operations” in our Annual Report on Form 10-K for the fiscal year ended May 31, 2025, filed with the SEC on July 30, 2025.

During the fiscal year 2026, we completed the contribution of our Cloud Services Business to ChronoScale (each as defined below), formerly Ekso (as defined below). As a
result of this transaction, certain prior-period amounts presented in this Annual Report have been recast to conform to the current period presentation. The recast primarily
reflects changes associated with the transaction, including revisions to segment reporting and the presentation of certain historical financial statement line items and related
disclosures. As a result, certain fiscal year 2025 and fiscal year 2024 amounts presented in this Annual Report differ from the amounts previously reported in our Annual
Report on Form 10-K for the fiscal year ended May 31, 2025.

“«

Unless the context otherwise requires, references in this “Management’s Discussion and Analysis of Financial Condition and Results of Operations” to “we,” “us,” “our,” and

“the Company” are intended to mean the business and operations of Applied Digital Corporation and its subsidiaries.

Business Overview

We are a U.S. designer, developer, and operator of high-performance, sustainably engineered data centers and colocation services for artificial intelligence (“AI”), networking,
and blockchain workloads. We provide digital infrastructure solutions to the rapidly growing industries of high-performance computing (“HPC”) and Al. As of May 31, 2026,
we operated in two distinct business segments, data center hosting (the "Data Center Hosting Business") and HPC data center hosting (the “HPC Hosting Business™), all of
which are included in our consolidated financial statements, as further discussed below. Management considers the Data Center Hosting Business and the HPC Hosting
Business to be its core operations for long-run strategic and performance evaluation purposes.

We consolidate variable interest entities (“VIE”) and voting interest entities ("VOE") where it has been determined that the Company is the primary beneficiary of the entities'
operation in accordance with ASC Topic 810, Consolidations. The primary beneficiary is the party that has both the power to direct the activities that most significantly impact
the VIE's/VOE's economic performance and the obligation to absorb losses or the right to receive benefits of the VIE/VOE that could potentially be significant to the VIE/VOE.
In evaluating whether the Company is the primary beneficiary, the Company evaluates its power to direct the most significant activities of the VIE/VOE by considering the
purpose and design of the entity and the risks the entity was designed to create and pass through to its variable interest holders. The Company also evaluates its economic
interests in the VIE/VOE.

On May 5, 2026, the Company completed the previously announced divestiture of its cloud business pursuant to that certain Contribution and Exchange Agreement (the
“Contribution and Exchange Agreement”), dated February 15, 2026, by and among Ekso Bionics Holdings, Inc. (“Ekso”), APLD Intermediate HoldCo LLC, a Delaware
limited liability company (“APLD Intermediate”), APLD ChronoScale HoldCo LLC, a Delaware limited liability company and a wholly owned subsidiary of APLD
Intermediate (“Contributor”), each a wholly owned direct or indirect subsidiary of the Company, and Applied Digital Cloud Corporation, a Nevada corporation, a wholly owned
indirect subsidiary of the Company and a direct subsidiary of Contributor (“Cloud”), for purposes of consummating a business combination (the “Cloud Business
Combination”). Pursuant to the Contribution and Exchange Agreement, Contributor contributed to Ekso all of its right, title and interest in and to 1,200 shares of common stock
of Cloud, constituting 100% of the issued and outstanding equity of Cloud, in exchange for 138,216,820 newly issued shares of Ekso common stock, par value $0.001 per
share. As a result of
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the Cloud Business Combination, Cloud became a wholly owned subsidiary of Ekso, Ekso changed its name to ChronoScale Corporation (“ChronoScale”) and ChronoScale’s
common stock began trading on the Nasdaq Capital Market under the symbol “CHRN” on May 5, 2026. Immediately following the closing of the Cloud Business Combination,
the Company (on an aggregate basis with Contributor), owned approximately 97% of the issued and outstanding equity of ChronoScale.

Business Update
HPC Hosting Business

Our HPC Hosting Business designs, constructs, and operates next-generation data centers, which are designed to provide massive computing power and support HPC
applications within a cost-effective model.

We recently commenced operations at our first HPC data center at our Polaris Forge 1 campus with 100MW of capacity. We continue building our second HPC data center at
Polaris Forge 1 to provide an additional 150MW of capacity. These facilities are being designed and purpose-built to host high-density graphics processing unit architecture or
other HPC applications, such as artificial intelligence, natural language processing, machine learning, and additional HPC developments. Our third HPC focused data center
facility at Polaris Forge 1, which is expected to provide an additional 150MW of capacity, is currently under construction, with an anticipated ready for service date in calendar
year 2027.

On May 28, 2025, APLD ELN-02 LLC and APLD ELN-03 LLC, our subsidiaries, each entered into a data center lease (the “ELN-02 Lease” and the “ELN-03 Lease”) with
CoreWeave, Inc. (“CoreWeave”) to deliver an aggregate of 250 MW of infrastructure to host CoreWeave’s HPC operations at Polaris Forge 1. The ELN-02 Lease is for the full
capacity of our 100 MW data center that was completed and became operational in October 2025, and the ELN-03 Lease is for the full capacity of our 150 MW data center that
is also under construction. We have guaranteed the obligations of APLD ELN-02 LLC and APLD ELN-03 LLC under the respective lease to which such subsidiary is a party.

On March 30, 2026, the Company and CoreWeave amended the ELN-02 Lease to suspend the term for two of the four data halls covered by the lease (the “ELN-02 Lease
Amendment”) and the Company entered into a new datacenter lease with CoreWeave Compute Acquisition Co. VIII, LLC (“CoreWeave SPV”), a wholly owned subsidiary of
CoreWeave, for those two data halls on substantially the same terms as the ELN-02 Lease (the “ELN-02 SPV Lease”). The ELN-02 SPV Lease is conterminous with the initial
term of the ELN-02 Lease. Upon the expiration or earlier termination of the ELN-02 SPV Lease, the suspended term under the ELN-02 Lease will resume and all four data
halls of ELN-02 will once again be governed by the ELN-02 Lease. As further credit enhancement, CoreWeave delivered to APLD ELN-02 LLC an Unconditional Springing
Guaranty of Payment and Performance (the “ELN-02 Guaranty”) in connection with CoreWeave SPV’s obligations under the ELN-02 SPV Lease. CoreWeave is obligated to
provide a letter of credit in the amount of $50 million to secure obligations under the ELN-02 Lease within 30 days of March 30, 2026.

Also on March 30, 2026, CoreWeave entered into an Assignment, Assumption and Consent Agreement with CoreWeave SPV and APLD ELN-03 LLC, assigning all of
CoreWeave’s rights and obligations under the ELN-03 Lease to CoreWeave SPV for the remaining term of the ELN-03 Lease and releasing CoreWeave from the ELN-03
Lease. In addition, CoreWeave also provided an Unconditional Springing Guaranty of Payment and Performance in connection with CoreWeave SPV’s obligations under the
ELN-03 Lease, similar to the ELN-02 Guaranty.

On August 28, 2025, APLD ELN-02 C LLC, our subsidiary, entered into a third data center lease, the (“Building 4 Lease”) with CoreWeave to deliver an additional 150 MW at
Polaris Forge 1, bringing the total capacity under contract at Polaris Forge 1 to 400 MW. We have guaranteed the obligations of APLD ELN-02 C LLC under the Building 4
Lease.

On August 18, 2025, we also announced that we would be breaking ground on our Polaris Forge 2 campus with an initial 200 MW data center near Harwood, North Dakota.
The project has begun and we currently anticipate reaching initial capacity in the calendar year 2026 and reaching full capacity in early calendar year 2027. On October 20,
2025, APLD FAR-01 LLC and APLD FAR-02 LLC, the Company’s subsidiaries, entered into a data center lease with a U.S.-based investment-grade hyperscaler to deliver
200MW of critical IT load to support the hyperscaler’s Al and HPC infrastructure at Polaris Forge 2, which is currently under construction. The initial 200 MW are phased
within two buildings expected to begin to come online during the calendar year 2026.
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On January 22, 2026 we announced that we broke ground on Delta Forge 1, a 300 MW critical IT load campus located in a strategic southern U.S. market.

On April 20, 2026 and April 22, 2026, APLD AEX-01 LLC and APLD AEX-02 LLC, respectively, each a subsidiary of the Company, entered into separate data center leases
with a second U.S.-based investment-grade hyperscaler to deliver a combined 300MW of critical IT load to support the hyperscaler’s Al and HPC infrastructure at Delta Forge
1. Initial operations at Delta Forge 1 are anticipated to commence during calendar year 2027. On May 20, 2026, a different subsidiary of the Company entered into a data center
lease with the same U.S.-based investment-grade hyperscaler to deliver a combined 300MW of critical IT load to support the second hyperscaler’s Al and HPC infrastructure at
Polaris Forge 3. Initial operations at Polaris Forge 3 are anticipated to commence during calendar year 2027.

We began to generate revenue from this business segment in fiscal year 2026, recognizing $385.3 million in revenue during the fiscal year ended May 31, 2026, with $270.6
million related to services revenue and $114.7 million related to data center rental and other revenue.

Data Center Hosting Business

Our Data Center Hosting Business provides energized infrastructure services to crypto mining customers. Our custom-designed data centers allow customers to rent space
based on their power requirements. We currently serve one crypto mining customer with a remaining contractual term of one and a half years. As of May 31, 2026, our 106 MW
facility in Jamestown, North Dakota and our 180 MW facility in Ellendale, North Dakota continue to operate at full capacity.

We recognized $154.4 million, $144.2 million, and $136.6 million in revenue from this business segment during the fiscal years ended May 31, 2026, May 31, 2025, and
May 31, 2024 respectively.
ChronoScale

On May 5, 2026, we completed the separation of our cloud business in a series of transactions that resulted in the Company owning approximately 97% of the issued and
outstanding equity of ChronoScale Corporation ("ChronoScale"). ChronoScale owns and operates our historic cloud business and is consolidated into our financial statements.
The common stock of ChronoScale began trading on the Nasdaq Capital Market under the symbol “CHRN” on May 5, 2026.

ChronoScale's cloud business currently operates in three states: Colorado, Minnesota and Utah. This business provides cloud services to customers, such as Al and machine
learning developers by renting space at third party co-location centers and providing the customers with access to its cloud computing equipment.

Management Updates

On January 15, 2026, the Company appointed Jason Zhang, co-founder and Chief Strategy Officer, to serve as the Company’s co-founder and President.

Organizational Update

In part to facilitate the 2030 9.250% Notes Offering (as defined below), we completed a targeted reorganization of the entities and assets related to the Polaris Forge 1 campus.
This reorganization included a series of steps such as renaming certain existing entities and forming new direct and indirect wholly owned subsidiaries of APLD HPC Holdings
2 LLC, including APLD ComputeCo LLC, the issuer of the 2030 9.250% Notes (“APLD ComputeCo”), and additional internal transactions, including equity distributions and
contributions and asset transfers, resulting in APLD ELN-02 LLC and APLD ELN-03 LLC being owned by APLD ComputeCo. APLD ComputeCo is wholly owned by APLD
HPC TopCo 2, in which we own 86.5% of fully diluted common equity, and an affiliate of funds and investment vehicles managed by entities within MAM owns 13.5% of
fully diluted common equity, as well as preferred equity.

In order to facilitate the 2031 6.750% Notes Offering (as defined below), we also completed a targeted reorganization of the entities and assets related to the Polaris Forge 2
campus consistent with the reorganizations completed in connecting with the 2030 9.250% Notes Offering. This reorganization included a series of steps such as renaming
certain existing entities and forming new direct and indirect wholly owned subsidiaries of APLD FAR Holdings LLC, including APLD ComputeCo 2 LLC (“APLD
ComputeCo 2”), the issuer of the 2031 6.750% Notes, and additional internal transactions,
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including equity distributions and contributions and asset transfers. Under the resulting structure, APLD FAR-01 LLC and APLD FAR-02 LLC are owned by APLD
ComputeCo 2. APLD ComputeCo 2 is wholly owned by APLD HPC TopCo 2.

Public Offerings and Changes to Equity

June 2025 At-the-Market Sales Agreement

On June 2, 2025, the Company entered into a Sales Agreement with Northland Securities, Inc. and Wells Fargo Securities, LLC (the “June 2025 Sales Agreement”), pursuant to
which, up to $200,000,000 of shares of the Company's common stock may be issued if and when sold. As of the date of this report, the Company has issued and sold
approximately 15.3 million shares under the June 2025 Sales Agreement for gross proceeds of approximately $196.4 million.

Series G Preferred Stock

On August 14, 2025, we entered into the first amendment (the “First Amendment”) to the Preferred Equity Purchase Agreement (the “PEPA”), dated April 30, 2025, to, among
other things, (i) increase the aggregate commitment amount of the shares of Series G Convertible Preferred Stock (the “Series G Preferred Stock™) from $150 million to $300
million, and (ii) increase our access to capital by removing the Put Limitation (as defined in the PEPA) that had previously limited the aggregate purchase price for any Put
Issuance (as defined in the PEPA) to no more than $75 million. In connection with the First Amendment, on August 14, 2025, we filed an amendment (the “First CoD
Amendment”) to the Series G Certificate of Designation, originally filed with the Secretary of State of the State of Nevada on April 30, 2025. The First CoD Amendment
amends the Series G Certificate of Designation to, among other things, (i) increase the initial Floor Price (as set forth in Section 1.5(c)(i) of the Series G Certificate of
Designation) to $12.50 from $4.25, and (ii) change the limit below which the Floor Price may not be reduced (as set forth in Section 1.5(c)(ii) of the Series G Certificate of
Designation) to $4.33 from $1.34. The Floor Price sets the minimum floor for the conversion price of the Series G Preferred Stock, which price may not be reduced unless we
determine to do so in our discretion. The First CoD Amendment further amended the status of converted or repurchased preferred stock such that any shares of Series G
Preferred Stock that have been or will be converted will be retired and resume the status of authorized but unissued shares.

On September 11, 2025, we entered into the second amendment (the “Second Amendment”) to the PEPA, dated April 30, 2025, by and between us and the investors signatory
thereto, as amended by the First Amendment, dated August 14, 2025 in order to increase our access to capital to fund the continued construction and development of our Polaris
Forge 1 data center campus in Ellendale, North Dakota and other general corporate purposes.

The Second Amendment amends the PEPA to, among other things, increase the aggregate commitment amount of the shares of Series G Preferred Stock from $300 million to
$450 million. Concurrent with the Second Amendment, the

Company filed an amendment to the Certificate of Designations to increase the number of shares authorized for issuance as Series G Preferred Stock from 156,000 to 204,000
shares.

On September 25, 2025, the Company filed an amendment (the “Third CoD Amendment”) to the Series G Certificate of Designation, originally filed with the Secretary of State
of the State of Nevada on April 30, 2025, as amended. The Third CoD Amendment amended the Series G Certificate of Designation, as amended, to increase the Floor Price (as
set forth in Section 1.5(c)(i) of the Certificate of Designation) to $22.00 from $12.50.

On October 7, 2025, the Company entered into the third amendment (the “Third Amendment”) to the PEPA, dated April 30, 2025, by and between the Company and the
investors signatory thereto, as amended by the First Amendment and the Second Amendment, in order to increase its access to capital to fund the continued construction and
development of its Polaris Forge I data center in Ellendale, North Dakota. The Third Amendment amends the PEPA to, among other things, increase the aggregate commitment
amount of the shares of the Series G Preferred Stock from 450.0 million to 590.0 million.

On October 14, 2025, the Company filed a fourth amendment (the “Fourth CoD Amendment”) to the Series G Certificate of Designation, as amended. The Fourth CoD
Amendment amended the Series G Certificate of Designation, as amended, which increased the Floor Price (as set forth in Section 1.5(c)(i) of the Certificate of Designation) to
$34.00 from $22.00. On October 21, 2025, the Company entered into the fourth amendment (the “Fourth Amendment”) to the PEPA in order to increase its access to capital to
fund the continued construction and development of its Polaris Forge 1 and Polaris Forge 2
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data centers in Ellendale and Harwood, North Dakota, as well as general working capital purposes and for transaction expenses.

The Fourth Amendment amended the PEPA to, among other things: (i) increase the aggregate commitment amount of the shares of Series G Preferred Stock, from $590.0
million to $1.59 billion; (ii) subject to waiver by a majority-in-interest of the investors, (a) set the maximum put issuance amount to $75.0 million per issuance, (b) set the limit
to one put issuance per seven (7) business day period, and (c) set the maximum aggregate stated value of Series G Preferred Stock outstanding at any one time to $75.0 million;
(iii) increase the original discount from 2% to 3%; (iv) eliminate the placement agent fee; and (v) eliminate the prohibition on Variable Rate Transactions (as defined in the
PEPA). On October 21, 2025, in connection with the entry into the Fourth Amendment, the Applied Digital filed an amendment (the “Fifth Certificate of Designations
Amendment”) to the Certificate of the Designations, Powers, Preferences and Rights of Series G Convertible Preferred Stock, originally filed with the Secretary of State of the
State of Nevada on April 30, 2025, as amended on each of August 14, 2025, September 11, 2025, September 25, 2025 and October 14, 2025 (as amended, the “Certificate of
Designations”). The Fifth Certificate of Designations Amendment amended the Certificate of Designations to, among other things, (i) increase the authorized shares of Series G
Preferred Stock from 204,000 shares to 1,030,000 shares, and (ii) increase the limit below which the Floor Price (as defined in Section 1.5(c)(ii) of the Certificate of
Designations) may not be reduced from $4.33 to $4.48. In addition, under the Fifth Certificate of Designations Amendment, Applied Digital’s Board of Directors may increase
or decrease the applicable Floor Price with respect to any put, at its sole discretion.

On May 29, 2026, the Company entered into the fifth amendment (the “Fifth Amendment”) to the PEPA. The Fifth Amendment amended the PEPA to, among other things: (i)
set the maximum put issuance amount to $150,000,000 per issuance, (ii) set the limit to one put issuance per seven (7) calendar day period, (iii) set the maximum aggregate
stated value of Series G Preferred Stock outstanding at any one time to $150,000,000, (iv) create a controlled account for which proceeds from the put issuance will be funded,
(v) extend the term of the PEPA to August 29, 2029, and (vi) provide a cure period for the investors to pay the purchase price for any put issuance.

As Series G Preferred Stock may be reissued, during the fiscal years ended May 31, 2026 and May 31, 2025, the Company issued and sold 835,800 and 78,000 shares of Series
G Preferred Stock, respectively, for gross proceeds of $815.0 million and $75.0 million, respectively. During the fiscal year ended May 31, 2026, 913,800 shares of Series G
Preferred Stock were converted into approximately 51.0 million shares of the Company’s common stock. As of May 31, 2026, no shares of Series G Preferred Stock were
issued or outstanding.

CoreWeave Warrants

On May 28, 2025, in connection with the entry into the data center leases with CoreWeave for Building 2 and Building 3 (the "CoreWeave Leases"), the Company issued to
CoreWeave a warrant (the “CoreWeave Warrant”) to acquire up to 13,062,521 shares of the Company's common stock at an exercise price of $7.19 per share, subject to
adjustment in accordance with the terms and conditions set forth in the CoreWeave Warrant. The CoreWeave Warrant is exercisable upon issuance, upon payment of the
applicable exercise price in cash or through cashless exercise for a period of 10 years. On June 9, 2025, CoreWeave assigned a portion of the CoreWeave Warrant to acquire up
to 6,531,261 shares of the Company's common stock to PEAK6 Capital Management, LLC (the “PEAK6 Warrant”). CoreWeave concurrently assigned the remaining portion of
the CoreWeave Warrant to acquire up to 6,531,260 shares of the Company's common stock to Jane Street (the “Jane Street CW Warrant”), and on or around May 15, 2026, Jane
Street assigned all of its right, title and interest in and to the Jane Street CW Warrant to Wells Fargo Bank, National Association ("WFBNA"). As of May 31, 2026, 300 warrant
shares subject to the PEAK6 Warrant have been exercised through cashless exercise.

Additionally, on August 28, 2025, in connection with the entry into the Building 4 Lease, the Company issued to CoreWeave a warrant (the “Building 4 Warrant™) to acquire up
to 8,393,611 shares of the Company’s common stock at an exercise price of $10.75 per share, subject to adjustment in accordance with the terms and conditions set forth in the
Building 4 Warrant. The Building 4 Warrant is on the same Form of Warrant as the initial CoreWeave Warrant. In addition, we agreed to file a resale registration statement with
the SEC to register the resale of the shares of common stock issuable upon exercise of the Building 4 Warrant pursuant to the Registration Rights Agreement, dated May 28,
2025, between us and CoreWeave (“CoreWeave Registration Rights Agreement”). On October 31, 2025, CoreWeave assigned the Building 4 Warrant and its rights under the
CoreWeave Registration Rights Agreement to Jane Street Global Trading, LLC (“Jane Street”). On or around May 15, 2026, Jane Street assigned all of its right, title and
interest in and to the Building 4 Warrant to WFBNA.
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Macquarie Warrants

On November 27, 2024, as partial consideration for the Macquarie Promissory Note, the Company issued warrants to purchase up to 1,035,197 shares of the Company’s
common stock (the “Macquarie Warrants”) to Macquarie Equipment Capital, Inc. (“MEC”). The Macquarie Warrants are exercisable from and after the date that is six months
following the date of issuance thereof and will have a five and one-half-year term and an exercise price of $9.66 per share, which exercise price must be paid in cash. The

Macquarie Warrants survived the termination of the Macquarie Promissory Note and remain outstanding as of May 31, 2026. On October 31, 2025, MEC assigned the
Macquarie Warrants and its rights under the Registration Rights Agreement in connection therewith to Jane Street and on or around May 15, 2026, Jane Street assigned all of its
right, title and interest in and to Macquarie Warrants to WFBNA.

Amended and Restated Unit Purchase Agreement

As previously disclosed, on January 13, 2025, APLD HPC Holdings LLC (formerly, APLD ELN-02 Holdings LLC), an indirect wholly owned subsidiary of the Company,
entered into a Unit Purchase Agreement (the “Unit Purchase Agreement” or “UPA”) for its HPC Hosting Business with MIP VI HPC Holdings, LLC, which is an affiliate of
funds and investment vehicles managed by entities within Macquarie Asset Management (“MAM?”). On February 11, 2025, APLD HPC Holdings LLC novated and assigned its
rights, title and interests and duties, liabilities and obligations under the UPA to APLD HPC TopCo LLC, an indirect wholly-owned subsidiary of the Company (“TopCo 1”). On
October 3, 2025, the Company, TopCo 1, APLD HPC TopCo 2 LLC, an indirect wholly-owned subsidiary of the Company (“TopCo 2”), and MIP HPC Holdings, LLC
(formerly, MIP VI HPC Holdings, LLC) (the “Purchaser”) entered into an Amended and Restated Unit Purchase Agreement (the “A&R UPA”™).

On October 6, 2025, all conditions to the Initial Closing (as defined in the A&R UPA) were satisfied and the Initial Closing occurred. At the Initial Closing, TopCo 2 sold to the
Purchaser 112,500 Preferred Units in TopCo 2 at a price per Preferred Unit of $1,000, for an aggregate purchase price of $112.5 million, and for no additional consideration,
TopCo 2 agreed to issue to the Purchaser such number of Common Units of TopCo 2 representing, in the aggregate, seven and a half percent (7.5%) of the fully diluted
common equity of TopCo 2 as of immediately following the Initial Closing. The proceeds of the Initial Closing will be used to pay, among other things, construction and
development costs of Polaris Forge 1 and transaction expenses. MAM has the right to invest up to an additional $4.9 billion under the A&R UPA.

In addition, pursuant to the A&R UPA, on October 6, 2025, the Company issued to the designated affiliates of the Purchaser, warrants to purchase an aggregate of 2.4 million
shares of the Company’s common stock. Under its terms the warrants became exercisable on April 6, 2026. Also on October 6, 2025, the Company entered into a registration
rights agreement with the Purchaser, pursuant to which the Company agreed to file with the SEC a registration statement registering the resale of the shares of common stock
issuable upon exercise of the warrants within 60 days of the execution of the registration rights agreement. On November 25, 2025, TopCo 2 sold to the Purchaser 450,000
Preferred Units in TopCo 2 at a price per Preferred Unit of $1,000, for an aggregate purchase price of $450.0 million.

On December 9, 2025, TopCo 2 sold to the Purchaser an additional 337,500 Preferred Units in TopCo 2 at a price per Preferred Unit of $1,000, for an aggregate purchase price
of $337.5 million. Additionally, 27,778 common units were issued.

On May 29, 2026, TopCo 2 completed a fourth closing under its A&R UPA, selling 925,000 preferred units for $925.0 million and issuing an additional 41,815 common units.
This brought the total amount funded to date under the A&R UPA to $1.8 billion as of May 31, 2026 and MIP HPC Holdings, LLC's holdings to 13.5% of TopCo 2’s fully

diluted common equity.

Retirement of Treasury Stock

On October 7, 2025, the Board of Directors approve and authorized 9,291,199 shares of the Company’s capital stock that was currently held in treasury stock to be retired and
returned to the authorized but unissued capital stock.

STB Warrant
During the fiscal year ended May 31, 2026, 800,000 of the STB Warrants were exercised for $6.3 million.
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Settlement of Prepaid Forward Transaction

On November 3, 2025, the Company’s Prepaid Forward Transaction associated with the Convertible Notes matured and the Company received 7,165,300 shares of common
stock which are now held in treasury stock as of May 31, 2026.

Increase in Authorized Shares

On November 5, 2025, at the Annual Stockholders’ Meeting, the Company’s stockholders approved an amendment to the Second Amended and Restated Articles of
Incorporation, increasing the number of shares of common stock authorized for issuance thereunder to 600,000,000 shares, which became effective upon filing on November 6,
2025.

Increase in 2024 Plan Authorized Shares

On November 5, 2025, at the Annual Stockholders’ Meeting, the Company’s stockholders approved an amendment to the Applied Digital Corporation 2024 Omnibus Equity
Incentive Plan to increase the number of shares of common stock authorized for issuance thereunder by 15,000,000 shares.

Debt Financing
Promissory Note

On September 9, 2025, our subsidiary, APLD FAR-01 LLC ("APLD FAR-01"), entered into a promissory note (the “MEC Promissory Note”) with Macquarie Equipment
Capital, Inc., a Delaware corporation ("MEC”). The MEC Promissory Note provides for a principal sum of (a) $50 million (the “Initial Loan”), which was drawn on the Closing
Date, plus (b) subject to the mutual consent of us and MEC, additional loans in an aggregate principal amount not to exceed $25 million (the “Additional Loans” and together
with the Initial Loan, the “MEC Loan”).

The MEC Loan shall bear interest at 8.0% per annum, unless an Event of Default (as defined therein) has occurred and is continuing, in which case, the Secured Obligations (as
defined therein) shall bear interest at the sum of 8.0% per annum plus an additional 1.50% per month (the “Post-Default Rate”). From the Closing Date until the date that is
twelve months following the Closing Date (the “PIK Period”), accrued interest will be paid in kind, with such payment in kind being capitalized to principal monthly and at
such other times as may be specified in the MEC Promissory Note. After the PIK Period, accrued interest will be paid in cash, provided that (i) the Post-Default Rate interest is
payable in cash on demand and (ii) accrued interest on any principal amount repaid or prepaid is payable on the date of such repayment or prepayment. The MEC Promissory
Note matures on the earliest of (i) the date of acceleration of the MEC Loan, (ii) February 1, 2026, if the 200 MW Lease Execution (as defined therein) has not occurred on or
before October 31, 2025, or (iii) September 9, 2027. The MEC Loan will accelerate and we must mandatorily prepay the full outstanding principal balance of the MEC
Promissory Note, together with accrued interest to the date of prepayment on the principal amount prepaid and any other amounts then due and payable, upon the occurrence of
any of the following conditions: (a) a Change of Control (as defined therein), (b) within ninety (90) days following the occurrence of the 200 MW Lease Execution, and (c)
within thirty (30) days following a Qualifying Preference Share Issuance (as defined therein).

We may voluntarily prepay all or part of the MEC Promissory Note at any time with no less than three (3) business days’ notice with accrued interest to the date of prepayment
on the principal amount prepaid, so long as, with respect to the portion of the MEC Loan then being prepaid, in each case, such prepayment is accompanied by the payment of
amounts sufficient to achieve a rate of return that equals or exceeds 1.10 to 1.00. The same 1.10x return hurdle applies to repayment at maturity. Amounts repaid under the
MEC Promissory Note will not be available to be re-borrowed.

Proceeds of the MEC Loan under the MEC Promissory Note were used, in part, to (i) pay transaction costs, (ii) pay transaction expenses in connection with the Note
Documents (as defined therein), (iii) fund the purchase of the financed properties located on the Company’s campus in Harwood, North Dakota (“Polaris Forge 2”), including
all associated closing costs, title fees, and legal expenses, (iv) finance improvements to the Polaris Forge 2 properties, (v) fund the purchase of the Transformers (as defined
therein) and other equipment expected to be installed and used for the improvements of the Polaris Forge 2 properties, (V) to pay any other costs, fees, expenses, or amounts
related to or in connection with the development and construction of Polaris Forge 2, and (vi) for general corporate working capital purposes.
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In connection with the MEC Loan, (i) APLD FAR-01, APLD FAR Holdings LLC, a Delaware limited liability company ("APLD FAR Holdings"), as parent of the APLD FAR-
01, and APLD FAR-02 LLC, a Delaware limited liability company ("APLD FAR-02"), as a subsidiary of APLD FAR Holdings, have entered into a guarantee and collateral
agreement, as grantors thereunder, in favor of MEC (the “Guarantee and Collateral Agreement”).

On November 28, 2025, APLD FAR-01 repaid the MEC Promissory Note in full, including all outstanding and unpaid principal, accrued interest, and rate of return.

2025 Revolving Credit Facility,

On November 10, 2025, the Company entered into a loan and security agreement with First National Bank of Omaha, pursuant to which the lender agreed to make one or more
revolving loans, and issue letters of credit, from time to time to the Company in an aggregate principal amount of $65 million (the "2025 Revolving Credit Facility"). Amounts
borrowed and repaid are available for future borrowing. Interest accrues on the outstanding balance at a rate of SOFR plus 2.75% per annum. The loan is secured by all of the
Company’s (but none of its subsidiaries’) assets. On May 29, 2026, the 2025 Revolving Credit Facility was modified and the standby letters of credit thereunder transferred
when the Company and certain of its subsidiaries entered into the 2026 Revolving Credit Facility (as defined below).

9.250% Senior Secured Notes due 2030

On November 20, 2025, our subsidiary APLD ComputeCo LLC ("APLD ComputeCo"), closed a $2.35 billion offering (the “2030 9.250% Notes Offering”) of 9.250% senior
secured notes due 2030 (the “2030 9.250% Notes™) at an issue price of 97.000%. The 2030 9.250% Notes were issued and sold in a private offering to persons reasonably
believed to be qualified institutional buyers in reliance on Rule 144A under the Securities Act of 1933, as amended, and outside the United States to non-U.S. persons in
reliance on Regulation S under the Securities Act. The 2030 9.250% Notes are senior secured obligations of APLD ComputeCo and bear interest at a rate of 9.250% per annum,
payable semi-annually in arrears on June 15 and December 15 of each year, beginning on June 15, 2026. The principal amount of the 2030 9.250% Notes will amortize on a
semi-annual basis on June 15 and December 15 of each year, beginning on December 15, 2027, in amounts set forth in the Indenture. The 2030 9.250% Notes will mature on
December 15, 2030, unless earlier redeemed or repurchased in accordance with their terms. The 2030 9.250% Notes are fully and unconditionally guaranteed by the subsidiary
guarantors, all of which are wholly owned subsidiaries of APLD ComputeCo. Other than a customary completion guarantee, the Company is not providing credit support for
the 2030 9.250% Notes Offering.

SMBC Loan Extinguishment

Concurrently with the closing of the 2030 9.250% Notes Offering, we repaid in full the aggregate principal balance plus accrued interest under the Credit and Guaranty
Agreement, dated as of February 11, 2025, by and among APLD HPC Holdings LLC, the Subsidiary Guarantors thereunder (as defined therein), the lenders party thereto and
Sumitomo Mitsui Banking Corporation (“SMBC”), as administrative agent.

DevCo Facility

On December 18, 2025, APLD DevCo LLC ("APLD DevCo”), a subsidiary of the Company, entered into an ongoing credit arrangement with MEC, for the purposes of funding
the initial sourcing, planning, development and construction costs associated with a new data center project (the “DevCo Facility”) and other potential projects.

The DevCo Facility is evidenced by, among other documents, that certain Promissory Note, dated as of December 18, 2025 (such date, the “Initial Closing Date”) (as amended
and restated by that certain Amendment No. 1 to Promissory Note dated as of February 24, 2026 and as may be further amended, restated, amended and restated, supplemented,
or otherwise modified from time to time, the “DevCo Promissory Note”) executed by APLD DevCo in favor of MEC. The DevCo Promissory Note provides for a principal
sum of (a) $45 million (the “First Draw”), which was drawn on the Initial Closing Date, plus (b) $40 million (the “Second Draw”) which was drawn on February 24, 2026, plus
(c) $15 million (the “Third Draw,” and, together with the First Draw and the Second Draw, the “Initial Loan,” and each, individually, a “Draw”) with the Third Draw to be
funded upon APLD DevCo’s request at any time after the Initial Closing Date subject to satisfaction of or waiver by MEC of certain conditions precedent on or prior to the
Third Draw, plus (d) the principal sum of any Additional Loans (as defined below, and, together with the Initial Loan, the “DevCo Loan”), if applicable, made by MEC (at the
mutual consent of APLD DevCo and MEC).
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In addition, the DevCo Promissory Note provides for, upon request of APLD DevCo occurring prior to the Maturity Date (as defined below), (a) rolling over of the outstanding
principal balance of the DevCo Loan from time to time into one or more loans for one or more new projects (such rollovers, the “Rollover Loans”), or (b) increasing the size of
the existing DevCo Loan by advancing new loans to APLD DevCo (such loans, the “Additional Loans”), in either case, for the purpose of financing development activities at
new or existing data center projects at direct or indirect, wholly owned domestic subsidiaries of APLD DevCo, each of which shall become a guarantor with respect to such
Additional Loans or Rollover Loans, as applicable, subject to the prior written approval of MEC (in its sole discretion) and the satisfaction of the conditions specified by MEC.

Each Draw is fully committed, but any Additional Loans or Rollover Loans made by MEC under the DevCo Promissory Note would be on an uncommitted, discretionary basis
(with no specified maximum borrowing limit for any Additional Loans or Rollover Loans).

The DevCo Loan shall bear interest at 8.0% per annum, unless an Event of Default (as defined therein) has occurred and is continuing, in which case, the Secured Obligations
(as defined therein) shall bear interest at the sum of 8.0% per annum plus an additional 1.50% per month (the “Post-Default Rate”).

The DevCo Loan matures on the earliest of (i) the date of acceleration of the DevCo Loan, (ii) July 18, 2026, if the Initial Lease Execution (as defined therein) has not occurred
on or before April 18, 2026, or (iii) December 18, 2027 (the “Maturity Date”).

Proceeds from the DevCo Loan will be used, in part, to (i) pay transaction expenses, and (ii) fund the purchase, development and improvement of, and the purchase of
equipment for, our latest new project under development.

In connection with the Loan, (i) APLD Intermediate as direct parent of APLD DevCo, and APLD DevCo’s subsidiaries (the “Note Parties”) have entered into a guarantee and
collateral agreement, as grantors thereunder, in favor of MEC (the “Guarantee and Collateral Agreement”), and (ii) the Company has entered into a parent guarantee in favor of
MEC to guarantee the obligations of the Note Parties under the DevCo Promissory Note.

On May 29, 2026, APLD DevCo repaid the DevCo Loan in full, including all outstanding and unpaid principal, accrued interest, and rate of return, when the Company and
certain of its subsidiaries completed the fourth closing under the Amended & Restated Unit Purchase Agreement, as described in Note 11 - Variable Interest Entities.

6.750% Senior Secured Notes due 2031

On March 10, 2026, APLD ComputeCo 2 LLC, a subsidiary of the Company (“APLD ComputeCo 2”), closed a $2.15 billion offering (the “2031 6.750% Notes Offering”) of
6.750% senior secured notes due 2031 (the “2031 6.750% Notes™) at an issue price of 98.000% of par. The 2031 6.750% Notes are senior secured obligations of APLD
ComputeCo 2 and bear interest at a rate of 6.750% per annum, payable semi-annually in arrears on March 15 and September 15 of each year, beginning on September 15, 2026.
The principal amount of the 2031 6.750% Notes will amortize on a semi-annual basis on March 15 and September 15 of each year, in amounts set forth in the Indenture. The
2031 6.750% Notes will mature on March 15, 2031, unless earlier redeemed or repurchased in accordance with their terms. The 2031 6.750% Notes are fully and
unconditionally guaranteed by the subsidiary guarantors, all of which are wholly owned subsidiaries of APLD ComputeCo 2. The Company provided a customary completion
guarantee for the 2031 6.750% Notes Offering. The gross proceeds from the 2031 6.750% Notes Offering were deposited into a segregated escrow account pending the
execution of an electric service agreement with certain providers on the terms and conditions of a related escrow agreement. On June 18, 2026, the escrow release condition
was satisfied, and the escrowed funds were released into the project accounts to fund the development and construction of the facilities.

Bridge Facility

On May 1, 2026, APLD ComputeCo 3 LLC ("APLD ComputeCo 3"), a subsidiary of the Company, and APLD ComputeCo 3's wholly owned subsidiaries as subsidiary
guarantors entered into a Credit and Guaranty Agreement with Goldman Sachs Bank USA, as administrative agent and as collateral agent (in such capacity, the “Bridge Facility
Collateral Agent”) and the Lenders party thereto, providing for a bridge loan facility in an aggregate principal amount of $300 million (the “Bridge Facility”).
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Proceeds of the Bridge Facility were used to (i) pay transaction expenses in connection with the Loan Documents (as defined therein), (ii) fund the construction and
improvement of ELN-04, (iii) fund the purchase of equipment expected to be installed and used for the improvements of ELN-04, and (iv) pay other costs, fees, expenses or
amounts related to or in connection with the development and construction of ELN-04.

The Bridge Facility bears interest at a rate per annum equal to, depending on the Type of Loans under any Borrowing, either Daily Simple SOFR plus 2.75% per annum or the
Base Rate plus 1.75% per annum, and matures on April 30, 2027.

In connection with the Bridge Facility, (i) APLD ComputeCo 3 and the subsidiary guarantors have entered into a Collateral Agency, Security and Depositary Agreement, as
grantors thereunder, in favor of the Bridge Facility Collateral Agent, pursuant to which APLD ComputeCo 3 and the subsidiary guarantors pledged a continuing security
interest in substantially all of their respective assets, (i) APLD HPC Holdings 2 LLC, a Delaware limited liability company, as parent of APLD ComputeCo 3, entered into a
Pledge Agreement in favor of the Bridge Facility Collateral Agent, pursuant to which it pledged the equity interests in APLD ComputeCo 3, and (iii) the Company provided a
full recourse parent guarantee (the “Parent Guarantee”) in favor of the Bridge Facility Collateral Agent.

Subsequent to the end of the fiscal year, APLD ComputeCo 3 refinanced the Bridge Facility with the closing of the 2031 7.000% Notes Offering (as defined below). See further
discussion in Note 21 - Subsequent Events.

2026 Revolving Credit Facility,

On May 29, 2026, APLD Intermediate HoldCo LLC, a Delaware limited liability company and a first-tier subsidiary of the Company ("APLD Intermediate HoldCo"), and
certain other subsidiaries of the Company as subsidiary guarantors entered into a Credit Agreement (the “Revolving Credit Agreement”) with First National Bank of Omaha, as
administrative agent and collateral agent (in such capacity, the “Revolving Credit Collateral Agent™), and the lenders and issuing banks party thereto, providing for a revolving
credit facility in an initial aggregate principal amount of $350.0 million with an additional accordion option of up to $200 million (the “2026 Revolving Credit Facility”).

Proceeds of the 2026 Revolving Credit Facility will be used (i) on the closing date, to repay or refinance existing indebtedness, (ii) for general corporate purposes and (iii) for
ongoing working capital needs of APLD Intermediate HoldCo and its subsidiaries.

The 2026 Revolving Credit Facility bears interest at a rate per annum equal to, at APLD Intermediate HoldCo’s election, either Term SOFR plus 2.25% or the Alternate Base
Rate plus 1.25%, and matures on the earlier of (i) May 29, 2029 and (ii) the date that is ninety-one (91) days prior to a specified date in Section 10.01(a)(i) of that certain
Preferred Equity Purchase Agreement.

In connection with the 2026 Revolving Credit Facility, (i) the Company, APLD Intermediate HoldCo, and certain of the Company's subsidiaries (collectively, the “Revolving
Credit Loan Parties”) entered into a Collateral Agreement in favor of the Revolving Credit Collateral Agent, pursuant to which the Revolving Credit Loan Parties pledged a
continuing security interest in substantially all of their respective assets (subject to the exclusions specified in the Revolving Credit Agreement), and (ii) the Revolving Credit
Loan Parties entered into a Guarantee Agreement in favor of the Revolving Credit Collateral Agent, guaranteeing the obligations of the other Revolving Credit Loan Parties
under the Revolving Credit Agreement. APLD ComputeCo 3 and its subsidiaries are not (i) Revolving Credit Loan Parties, (ii) “restricted subsidiaries” under the 2026
Revolving Credit Facility, (iii) required to provide any credit support for the 2026 Revolving Credit Facility, or (iv) subject to any covenants or other restrictions in the 2026
Revolving Credit Facility.

Recent Developments

Cloud SAFE Payoff

During the fiscal year ended May 31, 2025, we entered into two Simple Agreements for Future Equity (“SAFEs”) with an investor for equity in Cloud, which was, at that time,
our wholly-owned subsidiary, for aggregate proceeds of $12.0 million. On June 2, 2026, following an agreement reached with the investor, we paid off all amounts outstanding
under the SAFEs, totaling $13.3 million.
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Delta Forge 2 Lease

On June 5, 2026, we entered into an approximately 15-year lease (with three five-year renewal options) with a high investment-grade hyperscaler at our Delta Forge 2 210 MW
critical IT load campus located in our southern region, comprising a single building under construction. The lease is for the full 210 MW of critical IT load, representing
approximately $5.2 billion of contracted revenue over the base term, with expected delivery in the first half of calendar year 2028.

81.59 Billion Senior Secured Notes due 2031

On June 16, 2026, APLD ComputeCo 3 refinanced the Bridge Facility with the closing of a $1.59 billion offering (the “2031 7.000% Notes Offering”) of 7.000% senior
secured notes due 2031 (the “2031 7.000% Notes™) at an issue price of 100.000% of par. The 2031 7.000% Notes are senior secured obligations of APLD ComputeCo 3 and
bear interest at a rate of 7.000% per annum, payable semi-annually in arrears on June 15 and December 15 of each year, beginning on December 15, 2026. The principal
amount of the 2031 7.000% Notes will amortize on a semi-annual basis on June 15 and December 15 of each year, in amounts set forth in the Indenture. The 2031 7.000%
Notes will mature on June 15, 2031, unless earlier redeemed or repurchased in accordance with their terms. The 2031 7.000% Notes are fully and unconditionally guaranteed
by the subsidiary guarantors, all of which are wholly owned subsidiaries of APLD ComputeCo 3. The Company provided a customary completion guarantee for the 2031
7.000% Notes Offering.

Series G

On June 17, 2026 and June 22, 2026, we issued an aggregate of 154,500 shares of Series G Preferred Stock for total gross proceeds of $150.0 million. Of the 154,500 shares of
Series G Preferred Stock issued, 81,346 shares have been converted into an aggregate of 1,787,825 shares of our common stock and 73,154 shares remain outstanding.

On June 26, 2026, we entered into the sixth amendment to the PEPA to increase the aggregate commitment amount under the PEPA for the issuance of shares of Series G
Preferred Stock from $1.59 billion to $2.0 billion.

Satisfaction of Escrow Release Condition for 6.750% Senior Secured Notes due 2031

On June 18, 2026, APLD ComputeCo 2 satisfied the escrow release condition under the escrow agreement for the 2031 6.750% Notes and executed and delivered to the escrow
agent an escrow release certificate directing the escrow agent to release the funds in the escrow account to APLD ComputeCo 2 and apply such funds in accordance with the
escrow agreement and the indenture for the 2031 6.750% Notes.

Upsize of 2026 Revolving Credit Facility

On June 26, 2026, in connection with the 2026 Revolving Credit Facility, the Company, APLD Intermediate HoldCo, and the subsidiary guarantors party to the Revolving
Credit Agreement entered into an Incremental Assumption Agreement No. 1 (the “Assumption Agreement”), with the Revolving Credit Collateral Agent and the lenders and
issuing banks party thereto, providing for an Incremental Revolving Facility Commitment in an aggregate principal amount of up to $80,000,000 (the “Incremental Revolving
Financing”). After giving effect to the Assumption Agreement, the aggregate revolving commitments under the 2026 Revolving Credit Facility increased to $430.0 million,
with an additional $120 million accordion option remaining. The Incremental Revolving Financing constitutes a part of the 2026 Revolving Credit Facility and is subject to the
terms and conditions of the Revolving Credit Agreement and the other loan documents entered into in connection therewith.

Loan and Security Agreement

On June 30, 2026, the Company entered into a Loan and Security Agreement (the "Texas Capital Loan Agreement") with Texas Capital Bank ("Texas Capital") and a related
Promissory Note in favor of Texas Capital in the stated principal amount of $58.5 million (the "Texas Capital Note"). The Texas Capital Loan Agreement contains standard
terms, conditions and covenants. Interest is payable on the Texas Capital Note at the sum of an adjusted term SOFR plus an applicable margin. The Texas Capital Note matures
on June 30, 2031.
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ChronoScale Holding Company Transaction

On July 1, 2026, ChronoScale, our majority owned public subsidiary, completed a holding company formation transaction (the “Holding Company Transaction”) that created a
new parent holding company as the public company, called ChronoScale Holdings Corporation, a Nevada corporation (“ChronoScale Holdings”), with its operating companies
as wholly-owned subsidiaries. The holding company structure better reflects ChronoScale’s individual operating businesses, allows for and can accommodate future growth
from internal operations and generally provides for greater administrative and operational flexibility. ChronoScale Holdings has the exact same classes and number of shares
outstanding after the Holding Company Transaction as ChronoScale had outstanding immediately before the Holding Company Transaction, and as such, the shareholders of
ChronoScale were not be diluted as a result of the Holding Company Transaction. Following the Holding Company Transaction, ChronoScale Holdings became the successor
issuer to ChronoScale and continues to trade on Nasdaq under the ticker symbol “CHRN” with the same CUSIP.
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Results of Operations

Results of Operations for the fiscal year ended May 31, 2026 compared to fiscal years ended May 31, 2025 and May 31, 2024

The following table sets forth key components of the results of operations (in thousands) during the fiscal years ended May 31, 2026, 2025, and 2024.

Revenues:
Services revenue
Data center rental and other revenue
Related party revenue
Total revenue
Costs and expenses:
Services cost of revenue
Data center rental and other cost of revenue
Selling, general and administrative
Loss (gain) on classification as held for sale ®
Loss on abandonment of assets
Loss from legal settlement
Total costs and expenses
Operating loss
Interest expense, net ¢
Gain on change in fair value of derivatives
Gain on change in fair value of investments
Loss on conversion of debt
Loss on change in fair value of debt
Loss on change in fair value of related party debt
Loss on extinguishment of debt
Loss on extinguishment of related party debt
Loss on change in fair value of warrants
Loss on change in fair value of related party warrants
Net loss from continuing operations before income tax expenses
Income tax expense
Net loss from continuing operations
Net loss from discontinued operations
Net loss
Net loss attributable to noncontrolling interest and redeemable noncontrolling interest
Preferred dividends
Net loss attributable to common stockholders

Net loss attributable to common stockholders
Continuing operations
Discontinued operations
Net loss
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Fiscal Year Ended
May 31, 2026 May 31, 2025 May 31, 2024
496,609 $ 226,643 150,814
114,702 — —
— 1,926 14,761
611,311 228,569 165,575
396,858 216,759 148,340
56,771 — —
332,096 107,877 97,776
59,650 (24,616) 15,417
2,398 724 —
— — 2,380
847,773 300,744 263,913
(236,462) (72,175) (98,338)
29,516 32,139 27,517
(75,818) — —
(10,840) — —
— 33,612 —
— 85,439 7,401
— — 8,116
— 1,177 —
— — 2,507
2,212 6,421 —
— — 5,696
(181,532) (230,963) (149,575)
1,787 102 96
(183,319) (231,065) (149,671)
(1,020) — —
(184,339) (231,065) (149,671)
(59,665) — (397)
(6,259) (2,615) —
(250,263) $ (233,680) (149,274)
(249,243) $ (233,680) $ (149,274)
(1,020) — —
(250,263) $ (233,680) $ (149,274)




Basic and diluted net loss per share attributable to common stockholders

Continuing operations $ ©91) $§ (1.16) $ (1.31)
Discontinued operations — — _
Basic and diluted net loss per share $ 091) § (1.16) $ (1.31)
Basic and diluted weighted average number of shares outstanding 275,194,755 201,194,451 114,061,414
Adjusted Amounts
Adjusted revenue $ 539,707 $ 144,193  § 136,618
Adjusted operating income (loss) $ 57,796 $ 2384 § 4,752
Adjusted operating margin 11% 2% 3%
Adjusted net income (loss) from continuing operations attributable to common stockholders $ 36,076  $ (12,458) $ (13,052)
Adjusted net income (loss) from continuing operations attributable to common stockholders per
diluted share $ 011 $ 0.06) $ (0.11)
Other Financial Data @
EBITDA $ (65,540) $ (126,204) § (35,095)
as a percentage of adjusted revenue (11)% (55)% 2DH%
Adjusted EBITDA $ 107,229  $ 19,628 § 21,922
as a percentage of adjusted revenue 18% 9% 13%
Net operating income $ 90,388  $ —  $ =
Net operating income margin 91% —% —%

O]

)

3)

)

Includes related party selling, general and administrative expense of $0.3 million, $0.3 million, and $0.6 million for the fiscal years ended May 31, 2026, May 31, 2025,
and May 31, 2024 respectively.

For the fiscal year ended May 31, 2026, amount includes a loss on classification of held for sale of $59.7 million representing the write down of the cloud business assets to
their carrying value as of February 15, 2026 when it no longer qualified as held for sale. For the fiscal year ended May 31, 2025, amount includes $25 million received in
connection with the sale of our Garden City facility once conditional approval requirements were met and escrowed funds were released. The fiscal year ended May 31,
2024 includes $15.4 million loss on classification of held for sale related to the sale of the Garden City facility.

For the fiscal year ended May 31, 2026, amount includes related party income of $0.1 million. For the fiscal year ended May 31, 2024, amount includes related party
interest expense of $5.7 million.

Adjusted Amounts and Other Financial Data are non-GAAP performance measures. A reconciliation of reported amounts to adjusted amounts can be found in the "Non-
GAAP Measures and Reconciliation" section of Management's Discussion and Analysis.

Commentary on Results of Operations for the fiscal year ended May 31, 2026 compared to the fiscal year ended May 31, 2025

Revenues

Services revenue increased $270.0 million, or 119%, from $226.6 million for the fiscal year ended May 31, 2025 to $496.6 million for the fiscal year ended May 31, 2026. Our
HPC Hosting Business commenced operations during the current fiscal year with the first HPC data center at our Polaris Forge 1 campus resulting in the recognition of
approximately $270.6 million related to tenant fit-out services. Additionally, there was an increase of $12.1 million in revenue generated by our Data Center Hosting Business
due to performance improvements compared to the fiscal year ended May 31, 2025.

These increases were slightly offset by a decrease of $12.4 million in revenue generated from ChronoScale during the fiscal year ended May 31, 2026 compared to the fiscal
year ended May 31, 2025 primarily due to a reduction in rates for cloud services.
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Data center rental and other revenue was $114.7 million for the fiscal year ended May 31, 2026, which is the period during which our HPC Hosting Business commenced
operations. This revenue consisted of approximately $99.8 million related to base rent and $14.9 million related to tenant recoveries.

Related party revenue decreased $1.9 million, or 100%, from $1.9 million for the fiscal year ended May 31, 2025 to no related party revenue recognized for the fiscal year
ended May 31, 2026, driven by certain related parties terminating their contracts during the first fiscal quarter of fiscal year 2025.

Cost of revenues

Services cost of revenue increased by $180.1 million, or 83%, from $216.8 million for the fiscal year ended May 31, 2025 to $396.9 million for the fiscal year ended May 31,
2026. The increase was due to the following changes:

* approximately $258.1 million in expenses associated with tenant fit-out services for our HPC Hosting Business which we began providing during the current fiscal
year;
*  approximately $2.1 million increase in energy costs associated with our Data Center Hosting Business; and

« approximately $1.0 million increase in other expenses directly attributable to generating revenue primarily related to repairs and maintenance, security, and property
insurance associated with our data centers.

These increases were partially offset by decreases of approximately $62.3 million in depreciation and amortization expense and approximately $17.2 million in lease and
related expense primarily due to the renegotiations of certain of our leases during fiscal year ended May 31, 2026 as well as due to our cloud services business (the “Cloud
Services Business”) being classified as held for sale until February 15, 2026, which resulted in decreased depreciation and amortization recorded and a decrease of $1.2 million
in personnel expenses due to the closing of the Cloud transaction.

Data center rental and other cost of revenue was $56.8 million for the fiscal year ended May 31, 2026, which is when we commenced our data center rental operations within
our HPC Hosting Business. The primary components of data center rental and other cost of revenue were categorized as follows:

*  approximately $32.2 million in depreciation and amortization expenses associated with our HPC Hosting Business;

« approximately $14.9 million in expenses which are reimbursable as tenant recoveries;

« approximately $8.5 million in rental property operating expenses, which are not eligible for recovery from our tenant;

+  approximately $0.7 million in property insurance expenses associated with our HPC Hosting Business; and

«  approximately $0.2 million in property tax expenses associated with our HPC Hosting Business.

Selling, general and administrative expense

Selling, general and administrative expense increased by $224.2 million, or 208%, from $107.9 million for the fiscal year ended May 31, 2025 to $332.1 million for the fiscal
year ended May 31, 2026. The increase was primarily due to the overall growth in the business, categorized as follows:

»  approximately $198.3 million increase in stock-based compensation primarily due to an increase in shares awarded related to the increase in headcount as well as
performance stock awards granted during the fiscal year ended May 31, 2026 compared to the fiscal year ended May 31, 2025;

+ approximately $16.0 million increase in professional service expenses primarily related to legal services provided on discrete transactions and projects as well as
general support of the business;

«  approximately $15.4 million increase in personnel expenses largely driven by increases in headcount to support the business; and

«  approximately $6.2 million increase in other selling, general, and administrative expense primarily related to travel, computer and software expenses.
These increases were partially offset by a decrease of approximately $11.2 million in lease and related expenses and a decrease of approximately $0.5 million in depreciation

and amortization expense for the fiscal year ended May 31, 2026 compared to the fiscal year ended May 31, 2025, primarily due to the renegotiations of certain of our leases
during fiscal
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year ended May 31, 2026 as well as due to the Cloud Services Business being classified as held for sale until February 15, 2026, which resulted in decreased depreciation and
amortization recorded.

Loss (gain) on classification as held for sale

Loss (gain) on classification of held for sale changed by $84.3 million, or 342%, from a gain of $24.6 million for the fiscal year ended May 31, 2025 to a loss of $59.7 million
for the fiscal year ended May 31, 2026. The loss during the fiscal year ended May 31, 2026 was primarily due to the write down of the Cloud Services Business assets to their
carrying value as of February 15, 2026 when it no longer qualified as held for sale. Comparatively, the gain during the fiscal year ended May 31, 2025 was due to the receipt of
$25.0 million of funds received in connection with the sale of our Garden City facility as conditional approval requirements were met and escrowed funds were released.

Loss on abandonment of assets

Loss on abandonment of assets increased by $1.7 million, or 231%, from $0.7 million for the fiscal year ended May 31, 2025 to $2.4 million for the fiscal year ended May 31,
2026, driven by the write down of certain assets to their fair value upon disposal.

Interest expense, net

Interest expense, net decreased $2.6 million, or 8%, from $32.1 million for the fiscal year ended May 31, 2025 to $29.5 million for the fiscal year ended May 31, 2026. As we
entered into more debt arrangements during the current fiscal year, there was an increase of approximately $53.3 million in interest expense, approximately $3.3 million in loan
issuance cost, and approximately $2.1 million in interest expense issuance discount.

These increases were partially offset by an increase of $52.6 million in interest income due to an increase in funds held in interest-bearing demand deposit accounts as well as a
decrease of $8.7 million in finance lease interest due to renegotiations of certain of our leases during the fiscal year 2026.

Gain on change in fair value of derivatives

Gain on change in fair value of derivatives was $75.8 million for the fiscal year ended May 31, 2026, due to an increase of $89.2 million in fair value of our Babcock & Wilcox
Enterprises, Inc. (“BWE”) common stock warrant offset by a decrease of $13.3 million in fair value of the derivative assets related to the preferred units and corresponding
common units held by APLD HPC TopCo 2’s noncontrolling interest. There was no such gain recorded in the prior fiscal year.

Gain on change in fair value of investments

Gain on change in fair value of investment was $10.8 million for the fiscal year ended May 31, 2026, due to an increase of $8.8 million in fair value of our investment in BWE
common stock and an increase of $2.0 million in fair value of our investment in Base Electron, a related party. There was no such gain recorded in the prior fiscal year.

Loss on extinguishment of debt

Loss on extinguishment of debt was $1.2 million for the fiscal year ended May 31, 2025, due to unamortized loan issuance costs related to the Macquarie Promissory Note that

was repaid in the fiscal year ended May 31, 2025. There was no such loss recorded in the current fiscal year.

Loss on conversion of debt

Loss on conversion of debt was $33.6 million for the fiscal year ended May 31, 2025, due to the difference in the fair value compared to the price at which the promissory
notes, totaling $92.1 million, entered into with YA II PN, LTD in the year ended May 31, 2024 (the “YA Notes") were converted. There was no such loss recorded in the current
fiscal year.

Loss on change in fair value of debt

Loss on change in fair value of debt was $85.4 million for the fiscal year ended May 31, 2025, primarily due to a loss of approximately $89.6 million related to the change in
fair value of the conversion option derivative of the Convertible Note during the two week period in which we did not have sufficient authorized shares to settle such
conversion fully in shares.
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This loss was partially offset by a gain of approximately $4.1 million related to the change in the fair value of the YA Notes. There was no such loss recorded in the current
fiscal year.
Loss on change in fair value of warrants

Loss on change in fair value of warrants was $2.2 million for the fiscal year ended May 31, 2026 due to revaluation of warrants issued by ChronoScale to third parties.
Comparatively, loss on change in fair value of warrants was $6.4 million for the fiscal year ended May 31, 2025 primarily due to the initial valuation of the STB Warrants
issued during the fiscal year ended May 31, 2025.

Income tax expense

Income tax expense increased $1.7 million, or 1652%, from $0.1 million for the fiscal year ended May 31, 2025 to a $1.8 million expense for the fiscal year ended May 31,

2026. This change was driven by an increase in current state and federal income tax expense during the current fiscal year.

Net loss from discontinued operations

Net loss from discontinued operations was $1.0 million for the fiscal year ended May 31, 2026 and represents the income statement activity related to the Ekso business at
ChronoScale classified as held for sale and discontinued operations. There was no such activity in the prior fiscal year.

Comparative Segment Data for the fiscal year ended May 31, 2026 compared to fiscal years ended May 31, 2025 and May 31, 2024:
The following table sets forth the operating profit for each of our segments during the fiscal years ended May 31, 2026, 2025, and 2024 (in thousands):

Fiscal Year Ended
May 31, 2026 May 31, 2025 May 31, 2024
Segment profit
Data Center Hosting Business $ 48337 §$ 63,927 $ 4,812
HPC Hosting Business 39,127 (12,086) (4,811)
Total segment profit $ 87,464 $ 51,841 $ 1

Commentary on Segment Data Comparative Results for the fiscal year ended May 31, 2026 compared to fiscal year ended May 31, 2025 and May 31, 2024:
Data Center Hosting Business
Operating Profit

Data Center Hosting Business operating profit decreased $15.6 million, or 24%, from $63.9 million for the fiscal year ended May 31, 2025 to $48.3 million for the fiscal year
ended May 31, 2026. This decrease was primarily due to the recognition of a $25.0 million gain on classification of held for sale due to the release of escrowed funds related to
the sale of the Garden City facility in the prior fiscal year as well as an increase of $2.2 million in cost of revenues due to increases in power, payroll, and repair and
maintenance expenses. Offsetting this decrease was an increase of $10.2 million in revenue as performance improved at the sites.

HPC Hosting Business
Operating Profit

HPC Hosting Business operating profit increased $51.2 million, or 424%, from a loss of $12.1 million for the fiscal year ended May 31, 2025 to a profit of $39.1 million for the
fiscal year ended May 31, 2026. The change is primarily due to revenue generated related to tenant fit-out services, net of expenses, as well as rental revenues from our first
HPC data center at our Polaris Forge 1 campus as it became fully operational during the fiscal year ended May 31, 2026.
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Non-GAAP Measures

To supplement our consolidated financial statements presented under GAAP, we are presenting certain non-GAAP financial measures. We are providing these non-GAAP
financial measures to disclose additional information to facilitate the comparison of past and present operations by providing perspective on results absent one-time or
significant non-cash items. We utilize these measures in the business planning process to understand expected operating performance and to evaluate results against those
expectations. We believe that these non-GAAP financial measures, when considered together with our GAAP financial results, provide management and investors with an
additional understanding of our core business operating results regarding factors and trends affecting our business and provide a reasonable basis for comparing our ongoing
results of operations. Management considers the Data Center Hosting Business and the HPC Hosting Business to be its core operations for long-run strategic and performance
evaluation purposes. Accordingly, these non-GAAP financial measures exclude the results of our consolidated subsidiary, ChronoScale. ChronoScale is included in our
consolidated financial statements and results of continuing operations. Due to its strategic role relative to the Company’s core business, management believes the ChronoScale
results may obscure underlying trends in the performance of core operations when included in certain non-GAAP measures.

These non-GAAP financial measures are provided as supplemental measures to our performance measures calculated in accordance with GAAP and therefore, are not intended
to be considered in isolation or as a substitute for comparable GAAP measures. Excluding the results of ChronoScale in our non-GAAP financial measures removes revenues
and expenses that are part of the Company’s consolidated results and continuing operations and should not be viewed as measures or reflections of liquidity or profitability in
accordance with GAAP. Further, these non-GAAP financial measures have no standardized meaning prescribed by GAAP and are not prepared under any comprehensive set of
accounting rules or principles. Because of the non-standardized definitions of non-GAAP financial measures, we caution investors that the non-GAAP financial measures as
used by us in this Annual Report on Form 10-K have limits in their usefulness to investors and may be calculated differently from, and therefore may not be directly
comparable to, similarly titled measures used by other companies. Further, investors should be aware that when evaluating these non-GAAP financial measures, these measures
should not be construed as an inference that our future results will be unaffected by unusual or non-recurring items. In addition, from time to time in the future there may be
items that we may exclude for purposes of our non-GAAP financial measures and we may in the future cease to exclude items that we have historically excluded for purposes
of our non-GAAP financial measures. Likewise, we may determine to modify the nature of the adjustments to arrive at our non-GAAP financial measures. Investors should
review the non-GAAP reconciliations provided below and not rely on any single financial measure to evaluate our business.

Adjusted Revenue

“Adjusted revenue” is a non-GAAP financial measure that represents total revenue excluding ChronoScale revenue. Adjusted revenue is total revenue excluding total revenue
from ChronoScale.

Adjusted Operating Income, Adjusted Net Income (Loss), and Adjusted Net Income (Loss) per Diluted Share

“Adjusted operating income” and “Adjusted net income (loss) from continuing operations attributable to common stockholders” are non-GAAP financial measures that
represent operating income and net income (loss) from operations excluding ChronoScale, respectively. Adjusted operating income is Operating loss excluding operating loss
from ChronoScale, stock-based compensation, non-recurring repair expenses, diligence, acquisition, disposition and integration expenses, litigation expenses, loss on
abandonment of assets, (gain) loss on classification of held for sale, accelerated depreciation and amortization, loss on legal settlement, restructuring expenses and other non-
recurring expenses that management believes are not representative of our expected ongoing costs. Adjusted net income (loss) is Adjusted operating income further adjusted for
interest expense directly attributable to ChronoScale, gain on change in fair value of derivatives, gain on change in fair value of investments, loss on conversion of debt, loss on
change in fair value of debt, loss on change in fair value of related party debt, loss on change in fair value of warrants, loss on change in fair value of warrants issued to related
parties, loss on extinguishment of debt and loss on extinguishment of related party debt. We define “Adjusted net income (loss) per diluted share” as Adjusted net income (loss)
divided by weighted average diluted share count.

EBITDA and Adjusted EBITDA

“EBITDA” is defined as earnings before interest expense, net, income tax expense, and depreciation and amortization and excluding results of ChronoScale. “Adjusted
EBITDA?” is defined as EBITDA adjusted for stock-based compensation, non-
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recurring repair expenses, diligence, acquisition, disposition and integration expenses, litigation expenses, (gain) loss on classification as held for sale, loss on abandonment of
assets, gain on change in fair value of derivatives, gain on change in fair value of investments, loss on conversion of debt, loss on change in fair value of debt, loss on change in
fair value of related party debt, loss on change in fair value of warrants, loss on change in fair value of warrants issued to related parties, loss on extinguishment of debt and loss
on extinguishment of related party debt, loss on legal settlement, restructuring expenses, and other non-recurring expenses that management believes are not representative of

our expected ongoing costs.

Net Operating Income

"Net Operating Income" is a non-GAAP financial measure that represents base rental revenue from the HPC Hosting Business. Net Operating Income is HPC Hosting Business
base rental revenue less rental property operating expenses, property taxes, and property insurance expenses. "Net Operating Income Margin" is defined as Net Operating

Income divided by HPC Hosting Business base rental revenue.

Reconciliation of GAAP to Non-GAAP Measures

$ in thousands

Adjusted Revenue

Total revenue (GAAP)
ChronoScale revenue

Adjusted revenue (Non-GAAP)

Adjusted operating income
Operating loss (GAAP)
Operating loss from ChronoScale
Stock-based compensation
Non-recurring repair expenses ()
Diligence, acquisition, disposition and integration expenses ®
Litigation expenses ¥
Loss on abandonment of assets
(Gain) loss on classification as held for sale
Accelerated depreciation and amortization ¥
Loss on legal settlement
Restructuring expenses )
Other non-recurring expenses ¢
Adjusted operating income (Non-GAAP)
Adjusted operating margin

stockholders
Net loss from continuing operations (GAAP)
Operating loss from ChronoScale
Interest expense directly attributed to ChronoScale
Stock-based compensation
Non-recurring repair expenses
Diligence, acquisition, disposition and integration expenses @
Litigation expenses
Loss on abandonment of assets
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Fiscal Year Ended
May 31, 2026 May 31, 2025 May 31, 2024

611,311 $ 228,569 $ 165,575
(71,604) (84,376) (28,957)
539,707 $ 144,193 $ 136,618
(236,462) $ (72,175)  $ (98,338)
37,043 55,331 65,486
219,289 22,492 6,973
322 173 1,224
27,938 17,269 5,545
1,179 1,389 1,589
1,799 1,138 —

— (24,616) 15,417

— 45 4,307

— — 2,380

1,469 711 —
5,219 627 169
57,796 $ 2,384 $ 4,752

11 % 2% 3%

(183,319) $ (231,065) $ (149,671)
37,043 55,331 65,486
9,583 17,399 9,809
219,289 22,492 6,973
322 173 1,224
27,938 17,269 5,545
1,179 1,389 1,589
1,799 1,138 —



(Gain) loss on classification as held for sale
Accelerated depreciation and amortization
Gain on change in fair value of derivatives

Gain on change in fair value of investments

Loss on conversion of debt

Loss on change in fair value of debt

Loss on change in fair value of related party debt
Loss on change in fair value of warrants

Loss on change in fair value of warrants issued to related parties
Loss on extinguishment of debt

Loss on extinguishment of related party debt
Loss on legal settlement

Restructuring expenses )

Other non-recurring expenses ©

Adjusted net income (loss) from continuing operations (Non-GAAP) $

Diluted weighted average number of shares outstanding (Non-GAAP) ”
Adjusted net income (loss) from continuing operations per diluted share (Non-GAAP) $

EBITDA and Adjusted EBITDA
Net loss from continuing operations (GAAP) $
Operating loss from ChronoScale
Interest expense, net
Income tax expense (benefit)
Depreciation and amortization

EBITDA (Non-GAAP) $
Stock-based compensation
Non-recurring repair expenses (!
Diligence, acquisition, disposition and integration expenses @
Litigation expenses )
(Gain) loss on classification as held for sale
Loss on abandonment of assets
Gain on change in fair value of derivatives
Gain on change in fair value of investments
Loss on conversion of debt
Loss on change in fair value of debt
Loss on change in fair value of related party debt
Loss on change in fair value of warrants
Loss on change in fair value of warrants issued to related parties
Loss on extinguishment of debt
Loss on extinguishment of related party debt
Loss on legal settlement
Restructuring expenses &
Other non-recurring expenses ©

— (24,616) 15,417
— 45 4,307
(75,818) — —
(10,840) — —
— 33,612 —

— 85,439 7,401

— — 8,116
2,212 6,421 —
— — 5,696

— 1,177 —

_ _ 2,507

_ _ 2,380
1,469 711 -
5,219 627 169
36,076 (12,458) (13,052)
318,968,163 201,194,451 114,061,414
0.11 (0.06) (0.11)
(183,319) (231,065) (149,671)
37,043 55,331 65,486
29,516 32,139 27,517
1,787 102 96
49,433 17,289 21,477
(65,540) (126,204) (35,095)
219,289 22,492 6,973
322 173 1,224
27,938 17,269 5,545
1,179 1,389 1,589
— (24,616) 15,417
1,799 1,138 —
(75,818) — —
(10,840) — —
— 33,612 —

— 85,439 7,401

— — 8,116
2,212 6,421 —
— — 5,696

— 1,177 —

— — 2,507

— — 2,380
1,469 711 —
5,219 627 169
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Adjusted EBITDA (Non-GAAP) $ 107,229 $ 19,628 $ 21,922

Net Operating Income

HPC Hosting Business base rental revenue (GAAP) $ 99,811 $ —  $ =
Rental property operating expenses (8,545) — —
Property taxes (198) — —
Property insurance expenses (680) — —

Net Operating Income (Non-GAAP) $ 90,388  § — 3 —
Net Operating Income margin 91 % —% —%

(M Represents costs incurred for the non-recurring repair and replacement of equipment at our data center facilities.
@ Represents legal, accounting and consulting costs incurred in association with certain discrete transactions and projects.

©®  Represents non-recurring litigation expense associated with our defense of class action lawsuits and legal fees related to matters with certain former employees. We do not
expect to incur these expenses on a regular basis.

@ Represents the acceleration of expense related to assets that were abandoned by us due to operational failure or other reasons. Depreciation and amortization in this amount
is included in Depreciation and Amortization expense within our calculation of EBITDA, and therefore is not added back as a management adjustment in our calculation of
Adjusted EBITDA.

©  Represents non-recurring expenses associated with employee separations.
©  Represents expenses that are not representative of our expected ongoing costs.

@ Potentially dilutive securities or other contracts to issue common stock are only included for each period if the effect is dilutive to Adjusted net income (loss) from
continuing operations per diluted share.

Funding Requirements

We have experienced net losses through the period ended May 31, 2026. Our transition to profitability is dependent on the successful operation of our business.

We expect to have sufficient liquidity, including cash on hand, payments from customers, access to debt financing, and access to public capital markets, to support ongoing
operations and meet our working capital needs for at least the next 12 months and all of our known requirements and plans for cash. However, we may be unable to raise
additional funds or enter into such arrangements when needed on favorable terms, or at all, which would have a negative impact on our financial condition and could force us to
delay, limit, reduce or terminate our ongoing operations and development plans. We have based our estimates as to how long we expect we will be able to fund our operations
on assumptions that may prove to be wrong, and we could use our available capital resources sooner than we currently expect, in which case, we would be required to obtain
additional financing sooner than currently projected, which may not be available to us on acceptable terms, or at all. Our failure to raise capital as and when needed would have
a negative impact on our financial condition and our ability to pursue our business strategy.

We expect that our general and administrative expenses and our operating expenditures will continue to increase as we continue to expand our operations. We believe that the
significant investments in property and equipment will remain throughout fiscal year 2027 as we continue construction of our HPC hosting facilities.

Sources of Liquidity and Capital Resources

Our primary capital requirements are to fund the development and expansion of our data center infrastructure, support working capital needs, cover operating expenses, and
finance capital expenditures associated with technology upgrades and facility enhancements. As of May 31, 2026, we had unrestricted cash and cash equivalents of $1.6 billion
and restricted cash of $2.6 billion. Historically we have incurred losses and have relied on equity and debt financings to fund our operations. We have primarily generated cash
in the last 12 months from the proceeds of our term loans, issuances of common stock, preferred stock, promissory notes, senior unsecured convertible notes, senior secured
notes (issued by our subsidiaries), debt facilities and the receipt of contractual deposits and revenue payments from customers.
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We believe that existing cash balances, cash flows from operations, existing debt facilities, and access to capital markets will provide sufficient liquidity to meet our debt
obligations, including any repayment of debt or refinancing of debt, working capital needs, planned capital expenditures, and other contractual obligations, for at least the next
twelve months and the foreseeable future thereafter.

Financing Activities

See Note 8 - Debt in the notes to the consolidated financial statements included in this Annual Report on Form 10-K for more information on our term loans and other debt
instruments.

June 2025 At-the-Market Sales Agreement

On June 2, 2025, the Company entered into a Sales Agreement with Northland Securities, Inc. and Wells Fargo Securities, LLC (the “June 2025 Sales Agreement”), pursuant to
which, up to $200,000,000 of shares of the Company's common stock may be issued if and when sold. As of the date of this report, the Company has issued and sold
approximately 15.3 million shares under the June 2025 Sales Agreement for gross proceeds of approximately $196.4 million.

Series G Convertible Preferred Stock

During the fiscal years ended May 31, 2026 and May 31, 2025, the Company issued and sold 835,800 and 78,000 shares of Series G Preferred Stock, respectively, for gross
proceeds of $815.0 million and $75.0 million, respectively. During the fiscal year ended May 31, 2026, 913,800 shares of Series G Preferred Stock were converted into 51.0
million shares of the Company’s common stock. As of May 31, 2026, no shares of Series G Preferred Stock were issued and outstanding.

Promissory Note

On September 9, 2025, as described above, our subsidiary APLD FAR-01 LLC entered into the MEC Promissory Note with MEC, which provides for a principal sum of (a)
$50 million, which was drawn on the Closing Date, plus (b) subject to the mutual consent of us and the Lender, additional loans in an aggregate principal amount not to exceed
$25 million. On November 28, 2025, APLD FAR-01 LLC repaid the MEC Promissory Note in full, including all outstanding and unpaid principal, accrued interest, and rate of
return.

Amended and Restated Unit Purchase Agreement

On October 6, 2025, as described above, the TopCo 2 sold to the Purchaser 112,500 Preferred Units in TopCo 2 at a price per Preferred Unit of $1,000, for an aggregate
purchase price of $112.5 million. On November 25, 2025, the TopCo 2 sold to the Purchaser 450,000 Preferred Units in the TopCo 2 at a price per Preferred Unit of $1,000, for
an aggregate purchase price of $450.0 million. On December 9, 2025, the TopCo 2 issued to the Purchaser an additional 27,778 common units and 337,500 Preferred Units in
the TopCo 2 at a price per Preferred Unit of $1,000, for an aggregate purchase price of $337.5 million. On May 29, 2026, TopCo 2 completed a fourth closing under its A&R
UPA, selling 925,000 preferred units for $925.0 million and issuing an additional 41,815 common units. This brought the total amount funded to date under the A&R UPA to
$1.8 billion as of May 31, 2026.

2025 Revolving Credit Facility

On November 10, 2025, as described above, the Company entered into the 2025 Revolving Credit Facility with First National Bank of Omaha, pursuant to which the lender
agreed to make one or more revolving loans, and issue letters of credit, from time to time to the Company in an aggregate principal amount of $65 million. On May 29, 2026,
the 2025 Revolving Credit Facility was modified and the standby letters of credit thereunder transferred when the Company and certain of its subsidiaries entered into the 2026
Revolving Credit Facility.

9.250% 2030 Senior Secured Notes due 2030

On November 20, 2025, as described above, our subsidiary APLD ComputeCo LLC closed the 2030 9.250% Notes Offering of the 2030 9.25% Notes at an issue price of
97.0%. The net proceeds from the 2030 9.250% Notes after issuance costs and repayment of the SMBC Loan were approximately $1.9 billion.
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DevCo Facility

On December 18, 2025, as described above, our subsidiary APLD DevCo LLC and MEC entered into the DevCo Facility. The DevCo Promissory Note provides for a principal
sum of (a) the First Draw, plus (b) the Second Draw, plus (c) the Third Draw, with the Third Draw to be funded upon APLD DevCo’s request at any time after the Initial
Closing Date subject to satisfaction of or waiver by MEC of certain conditions precedent on or prior to the Third Draw, plus (d) the principal sum of any Additional Loans, if
applicable.

The DevCo Loan bears interest at 8.0% per annum, unless an Event of Default (as defined therein) has occurred and is continuing, in which case, the Secured Obligations (as
defined therein) shall bear interest at the sum of 8.0% per annum plus an additional 1.50% per month (the “Post-Default Rate”). On May 29, 2026, APLD DevCo repaid the
DevCo Loan in full, including all outstanding and unpaid principal, accrued interest, and rate of return.

2031 Senior Secured Notes

On March 10, 2026, as described above, our subsidiary APLD ComputeCo 2 LLC closed the 2031 6.750% Notes Offering of the 2031 6.750% Notes at an issue price of 98.0%.
The net proceeds from the 2031 6.750% Notes after issuance costs were approximately $2.1 billion.

Bridge Facility

On May 1, 2026, as described above, our subsidiary APLD ComputeCo 3 entered into a Credit and Guaranty Agreement with Goldman Sachs Bank USA, providing for a
bridge loan facility in an aggregate principal amount of $300.0 million. On June 16, 2026, the Bridge Facility was refinanced with the closing of the 2031 7.000% Notes
Offering.

2026 Revolving Credit Facility

On May 29, 2026, as described above, our subsidiary APLD Intermediate HoldCo entered into the 2026 Revolving Credit Facility with First National Bank of Omaha, pursuant
to which the lenders and issuing banks party to the Revolving Credit Agreement agreed to make one or more revolving loans, and issue letters of credit, from time to time to
APLD Intermediate HoldCo in an initial aggregate principal amount of $350.0 million.

As of May 31, 2026, approximately $65.0 million of standby letters of credit were outstanding under the 2026 Revolving Credit Facility. Refer to Note 8 - Debt in the
accompanying Notes to the Consolidated Financial Statements for additional information.

Material Contractual Obligations

In the ordinary course of business, we enter into contractual arrangements that require future cash payments. The following table sets forth information regarding our
anticipated future cash payments under our contractual obligations as of May 31, 2026 (in thousands):

Payments Due by Period
Total FY 2027 FY 2028 FY 2029 FY 2030 FY 2031 Thereafter

Debt obligations" $ 5,306,680 $ 16,591 $ 196,648 $ 290,798 $ 295,689 $ 4,194,954 § 312,000
Interest on debt obligations® 1,784,691 377,502 399,283 358,730 334,729 295,011 19,436
Operating lease obligations® 75,142 22,218 23,853 18,391 4,812 1,315 4,553
Financing lease obligations® 62,037 51,069 10,968 — — — —
Power commitments® 19,178 19,178 — — — —

Preferred share dividends® 37,164 6,194 6,194 6,194 6,194 6,194 6,194

(1 Debt obligations presented in the table reflect scheduled principal payments related to our long-term debt as described in Note 8 to the consolidated financial statements for
further discussion.

@) Estimated interest payments on our debt obligations include estimated future interest payments based on the terms of the debt agreements. See Note 8 to the consolidated
financial statements for further discussion.

() Operating lease obligations include future minimum payments for our operating leases.

63



@ Financing lease obligations include future minimum payments for our finance leases.

) Power commitments represents our obligation related to the energy services agreement for our Jamestown, North Dakota co-hosting facility payable. See Note 18 to the
consolidated financial statements for further discussion.

©  Preferred share dividends represent future dividend payments in accordance with preferred stock that has been issued. These amounts do not include preferred dividends
related to preferred units of APLD HPC TopCo 2 LLC which may fluctuate depending on the redeemable noncontrolling interest's contribution as well as other factors that
may impact the dividend rate. See Note 16 - Temporary Equity for further discussion.

Summary of Cash Flows

The following table provides information about our net cash flow for the fiscal years ended May 31, 2026, May 31, 2025, and May 31, 2024 respectively.

Fiscal Year Ended

$ in thousands May 31, 2026 May 31, 2025 May 31, 2024
Net cash provided by (used in) operating activities $ 89,685 § (115,402) $ 13,794
Net cash used in investing activities (2,936,397) (667,654) (172,437)
Net cash provided by financing activities 6,876,826 874,686 146,757
Net increase (decrease) in cash, cash equivalents, and restricted cash 4,030,114 91,630 (11,886)
Cash, cash equivalents, and restricted cash, beginning of period, including cash from discontinued
operations 123,318 31,688 43,574
Cash, cash equivalents, and restricted cash, end of period, including cash from discontinued
operations $ 4,153,432 $ 123,318 $ 31,688

Less: Cash, cash equivalents, and restricted cash from discontinued operations $ 2 3 — —
Cash, cash equivalents, and restricted cash from continued operations $ 4,153,430 § 123318 § 31,688

Commentary on the change in cash flows between the fiscal years ended May 31, 2026 and May 31, 2025:

Operating Activities

The net cash provided by (used in) operating activities changed by $205.1 million, or 178%, from $115.4 million used in operating activities for the fiscal year ended May 31,
2025 to $89.7 million provided by operating activities for the fiscal year ended May 31, 2026. Activities that positively impacted operating cash flows during the fiscal year
ended May 31, 2026 included stock-based compensation associated with awards granted during the current period, non-cash interest expense associated with the increase in
debt borrowings, deferred revenue received, as well as a decrease in net loss between comparative periods. These positive impacts were partially offset by prior period activities
which were not present in the current period, including losses on the conversion and fair value of debt. Other impacts included changes in working capital associated with
energizing our first HPC data center at our Polaris Forge 1 campus during the current fiscal year.

Investing Activities

The net cash used in investing activities increased by $2.3 billion, or 340%, from $667.7 million for the fiscal year ended May 31, 2025 to $2.9 billion for the fiscal year ended
May 31, 2026. This increase was primarily due to an increase of approximately $2.2 billion in investments in property and equipment during the fiscal year ended May 31,
2026 as our payments in the current period for construction related expenses increased as well as an increase in loans to related parties and investments in other companies.
Additionally, there were less proceeds from the sale of assets during the fiscal year ended May 31, 2026, compared to the fiscal year ended May 31, 2025 to offset the increase
in cash used in investing activities.

Financing Activities

The net cash provided by financing activities increased by $6.0 billion, or 686%, from $874.7 million for the fiscal year ended May 31, 2025 to $6.9 billion for the fiscal year
ended May 31, 2026. The primary reason for the change was an increase in the net borrowings of long-term debt of $4.1 billion and a capital contribution from our
noncontrolling interest partners of $1.8 billion. Also contributing to the increase was an increase in the net proceeds from offerings of our common and preferred stock of
$627.8 million during the fiscal year ended May 31, 2026. These increases were partially offset by a
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decrease of $450.0 million in borrowings under our Convertible Notes which occurred during the fiscal year ended May 31, 2025 as well as an increase of $129.5 million in
payments of deferred financing costs during the fiscal year ended May 31, 2026 compared to the fiscal year ended May 31, 2025.

Recent Accounting Pronouncements

For a discussion of recently issued financial accounting standards, refer to Note 2 - Significant Accounting Policies, in Part 11, Item 8 of this Annual Report on Form 10-K.

Critical Accounting Estimates and Significant Judgments

Our consolidated financial statements are prepared in accordance with generally accepted accounting principles in the U.S. (“GAAP”). In connection with the preparation of
our consolidated financial statements, we are required to make assumptions and estimates about future events and apply judgments that affect the reported amounts of assets,
liabilities, revenue, expenses and the related disclosures. We base our assumptions, estimates and judgments on historical experience, current trends and other factors that
management believes to be relevant at the time our consolidated financial statements are prepared. On a regular basis, management reviews the accounting policies,
assumptions, estimates and judgments to ensure that our financial statements are presented fairly and in accordance with GAAP. However, because future events and their
effects cannot be determined with certainty, actual results could differ from our assumptions and estimates, and such differences could be material.

While our significant accounting policies are described in more detail in Note 2 - Significant Accounting Policies to our consolidated financial statements, we believe that the
following accounting policies are those most critical to the judgments and estimates used in the preparation of our consolidated financial statements.

Stock-based Compensation

We account for stock-based compensation with performance conditions by recognizing expense ratably over the requisite service period once we conclude that it is probable
that the performance conditions will be achieved. Our conclusion as to the probability of achievement is complex and requires significant judgment by management. In
addition, estimates around the service period for performance awards that are probable of being achieved require significant judgment by management. We may revise our
estimate when we determine that it is probable that the performance condition will be achieved within a different time period.

We reassess the probability related to vesting and the requisite service period at each reporting period, and recognize a cumulative catch up adjustment for such changes in our
probability assessment in subsequent reporting periods. Our determination of probability is based on historical metrics, future projections, and our historical performance
against such projections.

Fair Value Measurements

Warrants

We measure the warrants issued by the Company to CoreWeave, MIP VI REIT AIV, L.P., and MIP VI DC REIT AIV, L.P. at fair value (see Note 14 - Warrants for further
discussion). We engaged a third party valuation specialist to assist management in its determination of the fair value of the warrants using a Black-Scholes Option Pricing
model. Inherent in pricing models are assumptions related to expected share-price volatility, expected life, risk-free interest rate and dividend yield, which are considered Level
3 inputs.

We measured the warrants issued to the Company from BWE at fair value (see Note 10 - Derivative Assets for further discussion). We engaged a third party valuation specialist
to assist management in its determination of the fair value of the warrants using a Black-Scholes Option Pricing model. Inherent in pricing models are assumptions related to

expected share-price volatility, expected life, risk-free interest rate and dividend yield, which are considered Level 3 inputs.

Redeemable Noncontrolling Interest

We engaged a third party valuation specialist to assist management in the determination of the fair value of the embedded derivative features, the Redemption features and the
Contingent Dividend Rate Increase feature, associated with the preferred units and corresponding common units issued to APLD HPC TopCo 2's noncontrolling interest. The
third party
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valuation specialist utilized a binomial lattice model in a risk-neutral framework. Inherent in the pricing model are assumptions related to the estimated credit spread of the
associated preferred stock and corresponding common units, volatility, and risk-free rate of the derivative assets, which are considered Level 3 inputs (see Note 10 - Derivative
Assets for further discussion).

Performance Stock Units

We measured the performance stock units that vest based on market price at fair value (see Note 15 - Stock-Based Compensation Plans for further discussion). We engaged a
third party valuation specialist to assist management in its determination of the fair value of the performance stock units using a Monte Carlo simulation model. Inherent in
simulation models are assumptions related to simulation term, expected share-price volatility, risk-free interest rate and dividend yield, which are considered Level 3 inputs.

Management Incentive Plan Units

We measured the management incentive plan ("MIP") units granted in connection with the ChronoScale transaction at grant-date fair value (see Note 15 - Stock-Based
Compensation Plans for further discussion). We engaged a third party valuation specialist to assist management in its determination of the grant-date fair value of the MIP
units. The valuation considered multiple liquidity scenarios, which were measured using a combination of option pricing model ("OPM") and current value method ("CVM").
The valuation incorporated the contractual terms of the awards, the applicable distribution waterfall, and the underlying value of ChronoScale at the time of issuance. Inherent
in the valuation are assumptions related to the probability and timing of liquidity events, expected volatility, risk-free interest rates, discounts for lack of marketability, and the
underlying equity value of ChronoScale, which are considered Level 3 inputs.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Market Risk

The following discussion about market risk involves forward-looking statements. Actual results could differ materially from those projected in the forward-looking statements.
For more information regarding the forward-looking statements used in this section and elsewhere in this Annual Report, see the “Forward-Looking Statements”™ at the forepart
of this Annual Report. We may be exposed to market risks related to changes in interest rates and fluctuations in the prices of certain commodities, primarily electricity. We do
not use financial instruments for trading or speculative purposes.

Interest Rate Risk

We are exposed to interest rate risk related to our outstanding debt. An immediate increase or decrease in current interest rates from their position as of May 31, 2026 would not
have a material impact on our interest expense due to the fixed coupon rate on the majority of our debt obligations.

Commodity Price Risk

Certain operating costs incurred by us are subject to price fluctuations caused by the volatility of underlying commodity prices. The commodities most likely to have an impact
on our results of operations in the event of price changes are electricity, supplies and equipment used in our data centers. We closely monitor the cost of electricity at all of our
locations. We have entered into various power contracts to purchase power at fixed prices in certain locations.

In addition, as we are building new, or expanding existing, data centers, we are subject to commodity price risk for building materials related to the construction of these data
centers, such as steel and copper. In addition, the lead-time to procure certain pieces of equipment, such as generators, is substantial. Any delays in procuring the necessary

pieces of equipment for the construction of our data centers could delay the anticipated openings of these new data centers and, as a result, increase the cost of these projects.

We do not currently employ forward contracts or other financial instruments to address commodity price risk other than the power contracts discussed above.
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Foreign Currency Risk

We have not been materially impacted by fluctuations in foreign currency exchange rates as substantially all of our business is transacted in U.S. dollars or U.S. dollar-based
currencies.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Stockholders and Board of Directors of Applied Digital Corporation

Opinion on the Financial Statements

We have audited the accompanying consolidated balance sheets of Applied Digital Corporation (the “Company”) as of May 31, 2026 and 2025, the related consolidated
statements of operations, changes in temporary equity and stockholders’ equity and cash flows for each of the two years in the period ended May 31, 2026, and the related notes
(collectively referred to as the “financial statements”).

In our opinion, the financial statements present fairly, in all material respects, the financial position of the Company as of May 31, 2026 and 2025, and the results of its
operations and its cash flows for each of the two years in the period ended May 31, 2026, in conformity with accounting principles generally accepted in the United States of
America.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) ("PCAOB"), the Company's internal control over
financial reporting as of May 31, 2026, based on the criteria established in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO) in 2013 and our report dated July 29, 2026, expressed an unqualified opinion on the effectiveness of the Company’s internal control over
financial reporting.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's financial statements based on our
audits. We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. federal
securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material
misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included examining, on a test
basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the accounting principles used and significant estimates
made by management, as well as evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis for our opinion.

Critical Audit Matters

Critical audit matters are matters arising from the current period audit of the financial statements that were communicated or required to be communicated to the audit
committee and that: (1) relate to accounts or disclosures that are material to the financial statements and (2) involved our especially challenging, subjective, or complex
judgments. We determined that there are no critical audit matters.

/s/ CBIZ CPAs P.C.

CBIZ CPAs P.C.

We have served as the Company’s auditor since 2021 (such date takes into account the acquisition of the attest business of Marcum LLP by CBIZ CPAs P.C. effective
November 1, 2024).

New York, NY
July 29, 2026
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Stockholders and Board of Directors of Applied Digital Corporation

Opinion on the Financial Statements

We have audited the consolidated statements of operations, changes in stockholders’ equity and cash flows of Applied Digital Corporation (the “Company”) for the year ended
May 31, 2024, and the related notes (collectively referred to as the “financial statements”). In our opinion, the financial statements present fairly, in all material respects, the
results of the Company’s operations and its cash flows for the year ended May 31, 2024, in conformity with accounting principles generally accepted in the United States of
America.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's financial statements based on our
audit. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United States) ("PCAOB") and are required to be independent with
respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the
PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to perform, an
audit of its internal control over financial reporting. As part of our audit we are required to obtain an understanding of internal control over financial reporting but not for the
purpose of expressing an opinion on the effectiveness of the Company's internal control over financial reporting. Accordingly, we express no such opinion.

Our audit included performing procedures to assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audit also included
evaluating the accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe
that our audit provides a reasonable basis for our opinion.

/s/ Marcum LLP

Marcum LLP

We have served as the Company’s auditor from 2021 to 2025.

New York, NY
August 30, 2024
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ASSETS
Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable
Prepaid expenses and other current assets (")
Current assets held for sale
Total current assets
Property and equipment, net
Operating lease right of use assets, net
Finance lease right of use assets, net
Other assets
TOTAL ASSETS

APPLIED DIGITAL CORPORATION AND SUBSIDIARIES
Consolidated Balance Sheets
(In thousands, except share and par value data)

LIABILITIES, TEMPORARY EQUITY AND STOCKHOLDERS' EQUITY

Current liabilities:
Accounts payable
Accrued liabilities
Current portion of operating lease liability
Current portion of finance lease liability
Current portion of debt
Customer deposits
Deferred revenue
Current liabilities held for sale
Due to customer
Other current liabilities
Total current liabilities
Long-term portion of operating lease liability
Long-term portion of finance lease liability
Long-term debt
Other long-term liabilities
Total liabilities
Commitments and contingencies (Note 18)
Temporary equity

Series E preferred stock, $0.001 par value, 2,000,000 shares authorized, 301,673 shares issued and 276,673 outstanding at May 31, 2026, and 301,673 shares

issued and outstanding at May 31, 2025

Series E-1 preferred stock, $0.001 par value, 62,500 shares authorized and issued and 61,909 shares outstanding at May 31, 2026, and 62,485 shares outstanding

at May 31, 2025

Series G preferred stock, $0.001 par value, 1,030,000 shares authorized, no shares issued and outstanding at May 31, 2026, and 156,000 shares authorized, 78,000

shares issued and outstanding at May 31, 2025
Redeemable noncontrolling interest
Stockholders' equity:

Common stock, $0.001 par value, 600,000,000 shares authorized, 295,048,903 shares issued and 287,883,603 shares outstanding at May 31, 2026, and

234,200,868 shares issued and 224,909,669 shares outstanding at May 31, 2025
Treasury stock, 7,165,300 shares at May 31, 2026 and 9,291,199 shares at May 31, 2025, at cost

Additional paid in capital
Accumulated deficit

Total stockholders’ equity attributable to Applied Digital Corporation

Noncontrolling interest

Total stockholders' equity including noncontrolling interest

TOTAL LIABILITIES, TEMPORARY EQUITY AND STOCKHOLDERS' EQUITY

o Includes a related party loan receivable of $58.6 million as of May 31, 2026. See Note 7 - Related Party Transactions for further discussion.

See accompanying notes to the consolidated financial statements
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May 31, 2026 May 31, 2025
1,591,988 43,950
2,381,027 72,368

56,309 6,830
613,692 9,652
19,841 =
4,662,857 132,800
4,236,300 1,252,287
76,922 92,335
122,523 213,315
830,710 179,353
9929312 $ 1,870,090
395474 $ 251,491
548,493 30,121
18,484 16,785
47,585 147,040
16,422 10,331
16,752 16,125
4,666 3,594
7,426 —
10,065 4,807
97,489 19,431
1,162,856 499,725
47,178 58,800
10,731 15
4,959,516 677,825
5454 —
6,185,735 1,236,365
6,306 6,932
56,460 57,011
— 72,094
1,956,303 —
296 230
(52,737) (31,400)
2,432,250 1,009,913
(662,333) (481,055)
1,717,476 497,688
7,032 —
1,724,508 497,688
9929312 § 1,870,090




APPLIED DIGITAL CORPORATION AND SUBSIDIARIES
Consolidated Statements of Operations
(In thousands, except share and per share data)

Fiscal Year Ended
May 31, 2026 May 31, 2025 May 31, 2024
Revenue:
Services revenue $ 496,609 $ 226,643 $ 150,814
Data center rental and other revenue 114,702 — —
Related party revenue — 1,926 14,761
Total revenue 611,311 228,569 165,575
Costs and expenses:
Services cost of revenue 396,858 216,759 148,340
Data center rental and other cost of revenue 56,771 — —
Selling, general and administrative @ 332,096 107,877 97,776
Loss (gain) on classification as held for sale 59,650 (24,616) 15,417
Loss on abandonment of assets 2,398 724 —
Loss from legal settlement — — 2,380
Total costs and expenses 847,773 300,744 263,913
Operating loss (236,462) (72,175) (98,338)
Interest expense, net A 29,516 32,139 27,517
Gain on change in fair value of derivatives (75,818) — —
Gain on change in fair value of investments (10,840) — —
Loss on conversion of debt — 33,612 —
Loss on change in fair value of debt — 85,439 7,401
Loss on change in fair value of related party debt — — 8,116
Loss on extinguishment of debt — 1,177 —
Loss on extinguishment of related party debt — — 2,507
Loss on change in fair value of warrants 2,212 6,421 —
Loss on change in fair value of related party warrants — — 5,696
Net loss from continuing operations before income tax expenses (181,532) (230,963) (149,575)
Income tax expense 1,787 102 96
Net loss from continuing operations (183,319) (231,065) (149,671)
Net loss from discontinued operations (1,020) — —
Net loss (184,339) (231,065) (149,671)
Net loss attributable to noncontrolling interest and redeemable noncontrolling interest (59,665) — (397)
Preferred dividends (6,259) (2,615) —
Net loss attributable to common stockholders $ (250,263) $ (233,680) $ (149,274)
Net loss attributable to common stockholders
Continuing operations $ (249,243) $ (233,680) $ (149,274)
Discontinued operations (1,020) — —
Net loss attributable to common stockholders $ (250,263) $ (233,680) $ (149,274)
Basic and diluted net loss per share attributable to common stockholders
Continuing operations $ 091) $ (1.16) $ (1.31)
Discontinued operations — — —
Basic and diluted net loss per share attributable to common stockholders $ 091) 8 (1.16) $ (1.31)
Basic and diluted weighted average number of shares outstanding 275,194,755 201,194,451 114,061,414

O] Includes related party selling, general and administrative expense of $0.3 million, $0.3 million, and $0.6 million for the fiscal years ended May 31, 2026, May 31, 2025, and May 31, 2024,
respectively.
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3)

For the fiscal year ended May 31, 2026, amount includes a loss on classification of held for sale of $59.7 million representing the write down of our cloud services business' (the “Cloud
Services Business™) assets to their carrying value as of February 15, 2026 when it no longer qualified as held for sale. For the fiscal year ended May 31, 2025, amount includes $25 million

received in connection with the sale of our Garden City facility once conditional approval requirements were met and escrowed funds were released. The fiscal year ended May 31, 2024
includes a $15.4 million loss on classification of held for sale related to the sale of the Garden City facility.

For the fiscal year ended May 31, 2026, amount includes related party income of $0.1 million and for the fiscal year ended May 31, 2024, amount includes related party interest expense of
$5.7 million.

See accompanying notes to the consolidated financial statements and, specifically, Note 7 - Related Party Transactions for further discussion of related party transactions.
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Balance, June 1, 2023
Shares issued in offering, net of costs

Issuance of common stock from stock
plans

Tax payments for restricted stock upon
vesting

Conversions of debt

Issuance of warrants, at fair value

Share cancellations

Stock-based compensation

Common stock issuance costs

Net loss

Extinguishment of noncontrolling interest

Balance, May 31, 2024

APPLIED DIGITAL CORPORATION AND SUBSIDIARIES
Consolidated Statements of Changes in Stockholders' Equity
For the Year Ended May 31, 2024

(In thousands, except per share data)

Common Stock Treasury Stock A(li’g;goiﬁal Accumulated  Stockholders’  Noncontrolling
Shares Amount Shares Amount Capital Deficit Equity interest Total Equity
100,927,358 § 101 (5,001,728) $ (62) $ 160,194 § (100,716) $ 59,517 § 10,162 § 69,679
21,600,722 23 — — 130,826 130,849 — 130,849
6,894,166 6 — — (6) — — —
— — — (861) (861) — (861)
13,213,727 13 — — 52,047 52,060 — 52,060
— — — 5,696 5,696 — 5,696
(36,296) — (31,074) — — — — —
— — — — 17,362 17,362 — 17,362
— — — (284) (284) — (284)
— — — — (149,274) (149,274) 397) (149,671)
1,484,267 1 — — 9,764 — 9,765 (9,765) —
144,083,944 $ 144 (5,032,802) $ 62) $ 374,738  $ (249,990) $ 124,830 § — § 124,830

See accompanying notes to the consolidated financial statements



APPLIED DIGITAL CORPORATION AND SUBSIDIARIES

Consolidated Statements of Changes in Temporary Equity and Stockholders' Equity (continued)

Balance, June 1, 2024

Shares issued in offering, net of costs

Issuance of common stock from stock compensation plans
Tax payments for restricted stock upon vesting
Conversions of debt

Issuance of other common stock

Issuance of warrants, at fair value

Exercise of warrants

Issuance of Preferred Stock, net of costs
Preferred Stock Dividends

Conversion of preferred stock

Redemption of preferred stock

Stock-based compensation

Share repurchase

Purchase of capped call options

Purchase of prepaid forward contract

Reclass of debt conversion option

Net loss

Balance, May 31, 2025

For the Year Ended May 31, 2025

(In thousands, except per share data)

Temporary Equity

Permanent Equity

Preferred Stock

Common Stock

Treasury Stock

Additional Paid in  Accumulated Stockholders’
Shares Amount Shares Amount Shares Amount Capital Deficit Equity
— 3 = 144,083,944 $ 144 (5,032,802) $ (62) $ 374,738 $ (249,990) $ 124,830
— — 55,506,938 55 — — 180,711 — 180,766
— — 2,427,273 3 — — 3) — —
— — — — — — (4,116) — (4,116)
— — 19,050,204 19 — — 104,926 — 104,945
— — 628,541 1 — — 518 — 519
— — — — — — 136,292 — 136,292
— — 4,905,256 5 — — %) — —
495,364 184,402 — — — — 6 — 6
— — — — — — (2,615) — (2,615)
(53,191) (48,350) 7,598,712 7 — — 48,343 — 48,350
(15) (15) — — — — — — —
— — — — — — 22,704 — 22,704
— — — 4)  (4,258,397) (31,338) — — (31,342)
— — — — — — (51,750) — (51,750)
— — — — — — (52,736) — (52,736)
— — — — — — 252,900 — 252,900
— — — — — — — (231,065) (231,065)
442,158 $ 136,037 234,200,868 $ 230 (9,291,199) $ (31,400) $ 1,009,913 $ (481,055) $ 497,688

o See Note 16 - Temporary Equity for further discussion of preferred stock activity.
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Balance, June 1, 2025

Issuance of common stock
from stock compensation plans

Tax payments for restricted
stock upon vesting

Issuance of Preferred Stock,
net of costs

Conversion of Preferred Stock
Redemption of Preferred Stock
Preferred Stock dividends

Shares issued in offering, net
of costs

Issuance of warrants, at fair
value, net of costs

Exercise of warrants
Treasury Stock repurchase
Treasury Stock retirement

Contributions from redeemable
noncontrolling interest, net of
costs

Acquisition of Ekso Business

Issuance of warrants by
subsidiary, net of costs

Redeemable noncontrolling
interest preferred stock
dividends

Stock-based compensation
Net loss
Balance, May 31, 2026

APPLIED DIGITAL CORPORATION AND SUBSIDIARIES
Consolidated Statements of Changes in Temporary Equity and Stockholders' Equity (continued)

For the Year Ended May 31, 2026

(In thousands, except per share data)

Temporary Equity Permanent Equity
Redeemable Additional
__Preferred Stock Noncontrolling Common Stock Treasury Stock Paid in Accumulated  Stockholders’  Noncontrolling

Shares  Amount Interest Shares Amount Shares Amount Capital Deficit Equity Interest Total Equity
442,158 $ 136,037 § — 234,200,868 $ 230 (9,291,199) § (31,400) $ 1,009,913 §  (481,055) § 497,688 $ — 8 497,688
— — — 3,024,358 4 — — “4) — — — —
— — — — — — — (36,282) — (36,282) — (36,282)
835,800 803,101 — — — — — — — — — —
(913,800) (875,185) — 50,994,315 50 — — 875,135 — 875,185 — 875,185
(25,576) (1,187) — — — — — — — — — —
— — — — — — — (6,260) — (6,260) — (6,260)

— — — 15,320,373 15 — — 190,402 — 190,417 — 190,417

— — — — — — — 155,421 — 155,421 — 155,421

— — — 800,188 1 — — 6,264 — 6,265 — 6,265

— — — — —  (7,165,300) (52,737) 52,737 — — — —

— — — (9,291,199) (4) 9,291,199 31,400 (31,396) — — — —

— — 1,896,244 — — — — — — — — —

— — — — — — — 52,269 — 52,269 4,604 56,873

— — — — — — — 1,630 — 1,630 2,822 4,452

— — 62,726 — — — — (62,726) — (62,726) — (62,726)

— — — — — — — 225,147 — 225,147 — 225,147

— — (2,667) — — — — — (181,278) (181,278) (394) (181,672)
338,582 8 62,766 $ 1,956,303 295,048,903 $ 296 (7,165,300) $ (52,737) $ 2,432,250 §  (662,333) § 1,717,476 $ 7,032 $ 1,724,508

0] See Note 16 - Temporary Equity for further discussion of preferred stock and redeemable noncontrolling interest activity.

See accompanying notes to the consolidated financial statements
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APPLIED DIGITAL CORPORATION AND SUBSIDIARIES
Consolidated Statements of Cash Flows (in thousands)

CASH FLOW FROM OPERATING ACTIVITIES
Net loss

Adjustments to reconcile net loss to net cash provided by (used in) operating activities:

Depreciation and amortization
Stock-based compensation
Lease expense
Gain on change in fair value of derivatives
Gain on change in fair value of investments
Loss on extinguishment of debt
Loss on extinguishment of related party debt
Loss on legal settlement
Amortization of debt issuance costs
Loss (gain) on classification of held for sale
Loss on conversion of debt
Loss on change in fair value of debt
Loss on change in fair value of related party debt
Loss on change in fair value of warrants issued
Loss on abandonment of assets
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other current assets
Other assets
Customer deposits
Related party customer deposits
Deferred revenue
Related party deferred revenue
Accounts payable
Accrued liabilities
Due to customer
Lease assets and liabilities
CASH FLOW PROVIDED BY (USED IN) OPERATING ACTIVITIES
CASH FLOW USED IN INVESTING ACTIVITIES
Purchases of property and equipment and other assets
Proceeds from sale of investments
Proceeds from sale of assets
Finance lease prepayments
Loans to related parties
Purchases of investments
CASH FLOW USED IN INVESTING ACTIVITIES
CASH FLOW PROVIDED BY FINANCING ACTIVITIES
Repayment of finance leases
Borrowings of long-term debt
Borrowings of related party debt
Repayment of long-term debt
Repayment of related party debt
Payment of deferred financing costs
Tax payments for restricted stock upon vesting
Proceeds from issuance of common stock
Common stock issuance costs

71

Fiscal Year Ended
May 31, 2026 May 31, 2025 May 31, 2024

(184,339) (231,065) $ (149,671)
67,387 97,945 79,360
220,135 22,704 17,362
10,106 31,661 13,944
(75,818) — —
(10,840) — —
— 1,177 —

— — 2,507

— — 2,380

6,323 9,563 5,214
59,650 (24,616) 15,417
— 33,612 —

— 85,439 7,401

— — 13,812

2,212 6,421 —
2,398 1,138 —
(49,268) (2,934) (3,765)
(36,164) (8,309) 899
(51,483) 2,979 327
627 2,306 (8,770)

— (1,549) (2,261)

947 (34,080) (9,494)

— (1,692) 168
(1,182) (78,256) 41,840
106,223 (12,127) 21,601
5,258 (8,195) 13,002
17,513 (7,524) (47,479)
89,685 (115,402) 13,794
(2,865,765) (681,603) (141,809)
5,000 — —

— 25,000 19,852

— (6,178) (50,089)
(58,632) — —
(17,000) (4,873) 391)
(2,936,397) (667,654) (172,437)
(99,455) (125,073) (59,967)
4,955,327 650,083 116,554
— — 28,000
(521,512) (293,045) (21,714)
— — (45,500)
(171,885) (42,398) (320)
(36,282) (4,116) (861)
196,366 191,590 130,849
(5,950) (10,305) (284)



Proceeds from issuance of preferred stock
Preferred stock issuance costs
Redemption of preferred stock
Dividends issued on preferred stock
Issuance of warrants, at fair value
Exercise of warrants
Issuance of warrants by subsidiary
Proceeds from issuance of SAFE agreement included in long-term debt
Repurchase of shares
Proceeds from convertible notes
Purchase of capped call options
Purchase of prepaid forward contract
Redeemable noncontrolling interest contributions
Redeemable noncontrolling interest issuance costs
CASH FLOW PROVIDED BY FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN CASH, CASH EQUIVALENTS, AND RESTRICTED CASH

CASH, CASH EQUIVALENTS, AND RESTRICTED CASH, BEGINNING OF PERIOD, INCLUDING CASH
FROM DISCONTINUED OPERATIONS

CASH, CASH EQUIVALENTS, AND RESTRICTED CASH, END OF PERIOD, INCLUDING CASH FROM
DISCONTINUED OPERATIONS

Less: CASH, CASH EQUIVALENTS, AND RESTRICTED CASH FROM DISCONTINUED OPERATIONS
CASH, CASH EQUIVALENTS, AND RESTRICTED CASH FROM CONTINUED OPERATIONS

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Interest paid
Income taxes paid
SUPPLEMENTAL DISCLOSURE OF NON-CASH ACTIVITIES
Operating right-of-use assets obtained by lease obligation
Finance right-of-use assets obtained by lease obligation
Property and equipment in accounts payable and accrued liabilities
Extinguishment of non-controlling interest
Conversion of debt to common stock
Conversion of preferred stock to common stock
Consideration for guarantee of an affiliate's obligations
Loss on legal settlement
Issuance of warrants, at fair value
Cashless exercise of warrants
Non-cash dividends paid in-kind
Acquisition of ChronoScale

See accompanying notes to the consolidated financial statements
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814,998 198,205 —

(11,897) (13,812) —

(1,187) (2,615) —

(6,259) — —

(8,250) — —

6,265 — —

4,451 — —

- 12,000 —

— (31,342) —

— 450,000 —

— (51,750) —

— (52,736) —

1,825,000 — —

(62,904) — —

$ 6,876,826 $ 874,686 $ 146,757
$ 4,030,114 $ 91,630 $ (11,886)
123,318 31,688 43,574

4,153,432 123318 31,688

2 J— S

$ 4,153,430 $ 123318 $ 31,688
$ 263,402 $ 62,712 $ 17,782
$ 241§ 105 S 5
$ — 3 20280 $ 159,153
$ 25214 § 113,674 $ 227,047
$ 556,446 $ 246472 $ 85,019
$ — 3 — s 9,765
$ — 3 104,945 $ 52,060
$ 875,185 § 48350 $ —
$ 2,000 $ — 3 —
$ — 3 — s 2,380
$ 104,705 $ 136292 $ 5,696
$ 1 s 58 —
$ 62,726 $ — 3 —
$ 18,110 § — 3 —



APPLIED DIGITAL CORPORATION AND SUBSIDIARIES
Notes to the Consolidated Financial Statements
For the Fiscal Year Ended May 31, 2026

1. Business and Basis of Presentation

Applied Digital Corporation (the “Company”) is a designer, builder, and operator of high-performance, sustainably engineered data centers and colocation services for artificial
intelligence, cloud, networking, and blockchain workloads. The Company has two reportable segments. Financial information for each segment is contained in Note 19 -
Business Segments. Previously, the Company had three reportable segments as of the fiscal quarter ended February 28, 2026. Following the May 2026 transaction as defined in
Note 3 - Business Combination, ChronoScale no longer meets the criteria to be considered a reportable segment as its operating results are managed and evaluated by
ChronoScale's Chief Operating Decision Maker ("CODM") rather than the Company's CODM (as described below). All references to “Applied Digital Corporation,” “we,”

[TE L

us,” “our” or the “Company” mean Applied Digital Corporation and its subsidiaries.

Principles of Consolidation and Basis of Presentation

The consolidated financial statements have been prepared in accordance with accounting principles generally accepted in the United States of America ("GAAP"). The
consolidated financial statements include the accounts of the Company, its subsidiaries and investment products that are consolidated.

The Company evaluates any variable interest entity ("VIE") in which the Company has a variable interest for consolidation. A VIE is an entity in which either (i) the equity
investment at risk is not sufficient to permit the entity to finance its own activities without additional financial support, or (ii) where, as a group, the holders of the equity
investment at risk do not possess any one of the following: (a) the power through voting or similar rights to direct the activities that most significantly impact the entity's
economic performance, (b) the obligation to absorb expected losses or the right to receive expected residual returns of the entity, or (c) proportionate voting and economic
interests and where substantially all of the entity's activities either involve or are conducted on behalf of an investor with disproportionately fewer voting rights. If an entity has
any of these characteristics, it is considered a VIE and is required to be consolidated by its primary beneficiary. The primary beneficiary is the entity that has both the power to
direct the activities that most significantly impact the VIE's economic performance and has the obligation to absorb losses of, or the right to receive benefits from, the VIE that
could potentially be significant to the VIE. In evaluating whether the Company is the primary beneficiary, the Company evaluates its power to direct the most significant
activities of the VIE by considering the purpose and design of the entity and the risks the entity was designed to create and pass through to its variable interest holders. A voting
interest entity ("VOE") is consolidated when the Company is considered to have a controlling financial interest, which is typically present when the Company owns a majority
of the voting interest in an entity or otherwise has the power to govern the financial and operating policies of the entity. See Note 11 - Variable Interest Entities for additional
information related to the consolidation of investments. Intercompany accounts and transactions have been eliminated.

2. Significant Accounting Policies
Significant Accounting Policies and Use of Estimates

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles in the United States (“GAAP”) requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the balance sheet and the reported amounts
of revenue and expenses during the reporting periods. On an on-going basis, the Company evaluates its estimates, including those related to stock-based compensation,
specifically the likelihood of timing and achievement of performance conditions to its performance stock units, contingencies, and those related to the fair value of warrants and
the fair value of the redeemable noncontrolling interest. Although these estimates are based on historical facts and various other assumptions that the Company believes are
reasonable, actual results could differ from those estimates.

Revenue Recognition

Data Center Hosting Revenue

The Company recognizes revenue associated with its data center hosting in accordance with Accounting Standards Codification (“ASC”) 606, Revenue from Contracts with
Customers ("ASC 606"). The Company provides energized space to customers who locate their hardware within the Company’s co-hosting facility. Performance obligations are
achieved simultaneously by providing the hosting environment for the customers’ operations. Customers pay a fixed rate to the
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APPLIED DIGITAL CORPORATION AND SUBSIDIARIES
Notes to the Consolidated Financial Statements
For the Fiscal Year Ended May 31, 2026

Company in exchange for a managed hosting environment supported by customer-provided equipment. Revenue is recognized based on the contractual fixed rate, net of any
credits for non-performance, over the term of the agreements. Any ancillary revenue for other services is generally recognized at a point in time when the services are complete.
Customer contracts include advance payment terms. All advanced service payments are recorded as deferred revenue and are recognized as revenue once the related service is
provided.

HPC Hosting Revenue

The Company generates HPC hosting revenue by leasing its properties to customers under operating lease agreements, which are accounted for under ASC 842, Leases (“ASC
842”). The Company recognize the total minimum lease payments provided for under the leases on a straight-line basis over the lease term if the Company determines it is
probable that substantially all of the lease payments will be collected over the lease term. The Company commences recognition of revenue from rentals at the date the property
is ready for its intended use by the tenant and the tenant takes possession or controls the physical use of the leased asset. The excess of rents recognized as revenue over
amounts contractually due pursuant to the underlying leases is included in Other assets on the consolidated balance sheets. Rental payments received in excess of revenue
recognized are classified as Deferred revenue on the consolidated balance sheets.

Generally, under the terms of the Company's leases, the majority of its rental expenses, including power costs, are recovered from its customers. The Company records amounts
reimbursable by customers (“tenant recoveries”) as revenue in the period the applicable expenses are incurred — which is generally on a ratable basis through the term of the
lease. The Company accounts for and presents rental revenue and tenant recoveries as a single component under Data center rental and other revenue on the consolidated
statements of operations as the timing of recognition is the same, the pattern with which the Company transfers the right of use of the property and related services to the lessee
are both on a straight-line basis and its leases qualify as operating leases.

Interconnection services include port and cross-connect services generally provided on terms that align with the respective lease term. The Company bills for these services on
a monthly basis and recognize the revenue over the period the service is provided. Revenue for cross-connect installations is generally recognized in the period the cross-
connect is installed.

The Company also generates HPC hosting revenue by providing tenant fit-out services including the procurement and installation of customer equipment provided in
accordance with the terms of the agreement with the customer. Under these arrangements, the Company is entitled to reimbursement of costs incurred plus a contractual
markup. In the course of providing its services, the Company routinely subcontracts for services and incurs other direct costs which are recognized, with margin, as revenue.
The Company recognizes tenant fit-out services revenue as the related procurement and installation services are performed and costs are incurred.

The Company utilizes the practical expedient in ASC 842 that allows it to account for lease and non-lease components associated with each lease as a single lease component
recorded within revenue, instead of accounting for such items separately under ASC 606.

The Company began recognizing revenue associated with certain of its data center leases as accounted for under ASC 842 in the second quarter of the current fiscal year. See
Note 17 - Leases for further information.

ChronoScale Revenue

Revenue associated with ChronoScale is accounted for under ASC 606. ChronoScale, a VOE consolidated by the Company in accordance with ASC 810, provides managed
cloud infrastructure services to customers, such as artificial intelligence and machine learning developers, to help develop their advanced products. Customers pay a fixed rate
to ChronoScale in exchange for managed cloud services supported by provided equipment. Revenues are recognized based on the fixed rate, net of any credits for non-
performance, over the term of the agreements.

Fair Value Measurements

Fair value is defined as an exit price, representing the amount that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. As such, fair value is a market-based measurement that is determined based on assumptions that market participants would use in pricing
an asset or a
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liability. Assets and liabilities are classified using a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value as follows:

*  Level 1: Quoted prices in active markets for identical assets or liabilities.
*  Level 2: Observable inputs other than Level 1 prices, for similar assets or liabilities that are directly or indirectly observable in the marketplace.

* Level 3: Unobservable inputs which are supported by little or no market activity and that are financial instruments whose values are determined using pricing models,
discounted cash flow methodologies, or similar techniques, as well as instruments for which the determination of fair value requires significant judgment or
estimation.

The fair value hierarchy also requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. Assets and
liabilities measured at fair value are classified in their entirety based on the lowest level of input that is significant to the fair value measurement.

The carrying values of cash and cash equivalents, restricted cash, accounts receivable, prepaid expenses and other current assets, accounts payable, accrued liabilities, customer
deposits, amounts due to customer and other current liabilities are considered to be representative of their respective fair values principally due to their short-term maturities.

The carrying values of variable rate borrowings approximate fair value due to the variable nature of the interest rates and the frequency of interest rate resets.

Segments

The Company has identified two reportable segments: data center hosting (“Data Center Hosting Business”) and high-performance compute hosting (“HPC Hosting Business™).
These segments represent management's view of the business for which separate financial information is available and evaluated regularly by the CODM, which is the
Company’s Chief Executive Officer.

Prior to the May 2026 transaction, the Company identified its Cloud Services Business as a reportable segment. Following the May 2026 transaction, pursuant to which the
Cloud Services Business was contributed to Ekso Bionics Holdings, Inc. and became part of ChronoScale, ChronoScale is consolidated in the Company's financial statements;
however, it is not an operating or reportable segment because its activities are managed by a separate management team and its operating results are not regularly reviewed by
the Company's CODM for purposes of resource allocation and performance assessment.

The Company's CODM evaluates performance and makes operating decisions primarily based on revenue and segment profit (loss), on a consolidated basis and for each of the
Company's reportable segments. Operating results by segment include costs or expenses directly attributable to each segment, which include selling, general, and administrative
expenses, loss (gain) on classification of held for sale, loss on abandonment of assets, and loss from legal settlement.

The Company does not allocate interest expense, net, gain on change in fair value of derivatives, gain on change in fair value of investments, loss on conversion of debt, loss on
change in fair value of debt, loss on change in fair value of related party debt, loss on extinguishment of debt, loss on extinguishment of related party debt, loss on change in
fair value of warrants, loss on change in fair value of related party warrants or income tax expense to these segments for internal reporting purposes, as the Company does not
believe that allocating these expenses is beneficial in evaluating segment performance.

The Data Center Hosting Business operates data centers to provide energized space to crypto mining customers. Customer-owned hardware is installed in the Company’s
facilities and the Company provides operational and maintenance services for a fixed fee.

The Company's HPC Hosting Business designs, constructs, and operates next-generation data centers, which are designed to provide massive computing power and support
HPC applications within a cost-effective model.
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Investments in equity securities

The Company’s long-term investments include equity securities without readily determinable fair values and equity securities with readily determinable fair values. These
investments are presented within Other assets on the consolidated balance sheets.

Equity securities without readily determinable fair values

The Company invests in equity securities, which are accounted for in accordance with ASC 321, Investments - Equity Securities ("ASC 321"). Equity securities are measured at
fair value, with changes in fair value recognized within gain (loss) on change in fair value of investments on the consolidated statement of operations. For equity securities
without readily determinable fair values, the Company has elected the measurement alternative, recording these investments at cost minus impairment, adjusted for observable
price changes. Quarterly, the Company performs a qualitative assessment for impairment of equity securities without readily determinable fair values. If impairment is
indicated, the investment is written down to fair value through earnings.

Equity investments with readily determinable fair values

The Company accounts for certain of its investments in equity securities of publicly traded companies in accordance with ASC 321. The Company records all equity
investments with readily determinable fair values at fair value calculated by the publicly traded stock price at the close of the reporting period within gain on change in fair
value of investments on the consolidated statement of operations.

For further discussion of the Company’s investments in equity securities, see Note 7 - Related Party Transactions, Note 9 - Balance Sheet Components, and Note 10 -
Derivative Assets.

Redeemable Noncontrolling Interest

The Company determined for the redeemable noncontrolling interest, the initial amount presented in temporary equity should be the initial carrying amount of the redeemable
noncontrolling interest pursuant to ASC 805-20-30. Under ASC 805-20-30, noncontrolling interests are initially measured at fair value at the acquisition date. However, as the
redeemable noncontrolling interest has embedded features that require bifurcation, the fair value at issuance must be allocated between the components. The Company initially
measured the redeemable noncontrolling interest by first allocating the proceeds from the offering to the derivatives and, with the residual net proceeds allocated to the
temporary equity classified redeemable noncontrolling interest and the warrants based on their respective relative fair values. The Company will not subsequently remeasure the
temporary equity classified redeemable noncontrolling interest until it is probable that the redeemable noncontrolling interest will become redeemable. However, the
redeemable noncontrolling interest balance will be adjusted for the attribution of net income or loss of the Subsidiary to the redeemable noncontrolling interest holder as
prescribed by ASC 810.

Noncontrolling Interest

The Company accounts for investments in entities where it has control over the entity by consolidating the entities’ assets, liabilities and results of operations and including
them in the Company’s consolidated financial statements. The share of the investment not owned by the Company is reflected in noncontrolling interest in the consolidated
balance sheets. The Company recognizes the share of net income (loss) not attributable to the Company in net income (loss) attributable to noncontrolling interest in the
consolidated statements of operations. Noncontrolling interest represents the portion of equity interests in ChronoScale that is not owned by the Company.

Reclassification

During the quarter ended February 28, 2026, the Company determined that the Cloud Services Business no longer qualified for held-for-sale and discontinued operations
accounting after entering into the Contribution and Exchange Agreement with Ekso Bionics Holdings, Inc. ("Ekso"). See Note 3 - Business Combination for further discussion.
As a result, the business was reclassified to continuing operations, with its assets and liabilities returned to their respective held-and-used balance sheet line items and prior-
period financial statements retrospectively revised to reflect this presentation. In accordance with ASC 360, the Company remeasured the long-lived assets and recorded a
$59.7 million loss to adjust the assets to their carrying value as of February 15, 2026, when the held-for-sale criteria were no longer met. The reclassification affected the
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presentation of revenues, earnings, cash flows, assets, and liabilities across all periods presented but did not materially impact previously reported net income, total assets, or
equity.

Additionally, the Company reclassified certain prior period amounts in its consolidated balance sheets to conform to the current period presentation. Specifically, certain
amounts in “Property and equipment, net” have been classified to “Other assets”. Additionally, amounts previously presented as "Restricted cash - funds for construction" and
"restricted cash - letters of credit" have been presented as "Restricted cash". These reclassifications have no impact on total assets or cash flows.

Also during the fiscal year 2026, the Company revised the presentation of revenue and cost of revenue within the consolidated statements of operations to separately present
services revenue and cost of revenue and data center rental and other revenue and cost of revenue. Prior period amounts have been reclassified to conform to the current period
presentation. These presentation changes had no impact on previously reported total revenue, total cost of revenue, or net loss.

Cash, Cash Equivalents, and Restricted Cash

The Company’s restricted cash balances consisted of debt service reserves and letters of credit secured by cash. The debt service reserves are held in separate accounts and are
to be used to fund interest and principal on the Senior Secured Notes (as defined below) during construction. See further discussion in Note 8 - Debt. Additionally, the
Company has letters of credit secured by cash totaling $10.5 million and $38.3 million, as of May 31, 2026 and May 31, 2025, respectively, presented on its consolidated
balance sheets within restricted cash. The Company is required to keep these balances, which are held in money market funds, in separate accounts for the duration of the letter
of credit agreements, which have terms of up to two years. The letters of credit secured by cash were issued in lieu of security deposits. The Company considers the money
market funds to be Level 1 which the Company believes approximates fair value.

Cash, cash equivalents, and restricted cash within the consolidated balance sheets that are included in the consolidated statements of cash flows as of May 31, 2026 and
May 31, 2025 were as follows (in thousands):

May 31, 2026 May 31, 2025
Cash and cash equivalents $ 1,591,988 $ 43,950
Restricted cash 2,381,027 72,368
Restricted cash included in other assets 180,415 7,000
Total Cash, Cash Equivalents, and Restricted Cash $ 4,153,430 $ 123,318

(M Presented as restricted cash - funds for construction and restricted cash - letters of credit on the balance sheet in the prior fiscal year.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation. Depreciation is computed using the straight-line method over the estimated useful lives of the assets
(see Note 4 - Property and Equipment). Once an asset is identified for retirement or disposition, the related cost and accumulated depreciation or amortization are removed, and
a gain or loss is included in earnings. Depreciation expense includes the amortization of assets recorded in association with the Company's leases. Leasehold improvements and
assets recorded in association with the Company's leases are amortized over the shorter of the expected lease term or the estimated useful life of the asset. Construction in
progress represents assets received but not placed into service as of the fiscal years ended May 31, 2026 and May 31, 2025.

Impairment or Disposal of Long-Lived Assets

The Company's long-lived assets are reviewed for impairment on an annual basis or whenever events or changes in circumstances indicate that the carrying value of the asset
may not be recoverable. The Company also evaluates the period of depreciation and amortization of long-lived assets to determine whether events or circumstances warrant
revised estimates of useful lives. When indicators of impairment are present, the Company determines the recoverability of its long-lived assets by comparing the carrying
value of its long-lived assets to future undiscounted net cash flows expected to result from the use of the assets and their eventual disposition. If the estimated future
undiscounted cash flows demonstrate the long-lived assets are not recoverable, an impairment loss would be calculated based on the excess of the carrying
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amounts of the long-lived assets over their fair value. The Company’s estimates of fair values are based on the best information available and require the use of estimates,
judgments, and projections. The Company recorded impairment expense on long-lived assets of $0.5 million for the fiscal year ended May 31, 2024. There was no impairment
expense on long-lived assets for the fiscal years ended May 31, 2026 and May 31, 2025.

Assets Held For Sale

The Company generally considers assets to be held for sale when the following criteria are met: (i) management commits to a plan to sell the property, (ii) the property is
available for sale immediately, (iii) management has initiated an active program to locate a buyer or buyers and other actions required to complete the plan to sell the disposal
group, (iv) the sale of the property within one year is considered probable, (v) the property is actively being marketed for sale at a price that is reasonable in relation to its
current fair value and (vi) significant changes to the plan to sell are not expected. Property classified as held for sale is no longer depreciated and is reported at the lower of its
carrying value or its estimated fair value less estimated costs to sell in accordance with ASC 360, Property, Plant and Equipment - Impairment or Disposal of Long-Lived
Assets. As of May 31, 2026, the Ekso business at ChronoScale met the held for sale criteria and was classified as such on the consolidated balance sheet (see Note 6 -
Discontinued Operations).

Discontinued Operations

The Company deems it appropriate to classify a business as a discontinued operation if the related disposal group meets all the following criteria: (i) the disposal group is a
component of the Company, (ii) the component meets the held-for-sale criteria, and (iii) the disposal of the component represents a strategic shift that has a major effect on the
Company's operations and financial results. As of May 31, 2026, the Ekso business at ChronoScale was deemed to be discontinued operations due to the disposal group meeting
all three criteria (see Note 6 - Discontinued Operations).

Accounts Receivable and Loans Receivable

Accounts receivable are primarily comprised of billed and unbilled receivables for which the Company has an unconditional right to consideration and the performance
obligations have been satisfied. Accounts receivable are recorded at the invoiced amount, net of an allowance for credit losses recognized in accordance with the current
expected credit loss ("CECL") model under ASC 326, Financial Instruments - Credit Losses ("ASC 326").

The Company periodically provides financing arrangements to strategic partners and related parties. Loans receivable are recorded at amortized cost, net of an allowance for
credit losses recognized in accordance with the CECL model under ASC 326.

The allowance for expected credit losses reflects management’s estimate of lifetime expected credit losses on accounts receivable and loans receivable. The Company bases its
estimate on multiple factors, including historical experience with bad debts, the Company's relationship with its counterparties and their credit quality, the aging of respective
asset balances, current macroeconomic conditions, and management's reasonable and supportable forecasts of future economic conditions that may affect collectibility. The
allowance for credit losses is reassessed each reporting period, with changes in expected credit losses recognized in earnings. The Company writes off accounts receivable and
loans receivable in the period when the likelihood of collection of a balance is considered remote.

For the years ended May 31, 2026 and May 31, 2025 there was no allowance for credit losses recorded in the consolidated balance sheets. The amount of current expected
credit losses recorded in the consolidated statements of operations was $9.5 million for the year ended May 31, 2025. There was no current expected credit losses recorded for
the years ended May 31, 2026 and May 31, 2024. The loss recorded in the year ended May 31, 2025 was due to a trade receivable write-off from a former customer of the
Cloud Services Business.

Lessee Accounting

The Company determines whether an arrangement contains a lease at the inception of the arrangement. The Company leases office space under operating leases and equipment
under finance leases. If a lease is determined to exist, the term of such lease is assessed based on the commencement date, which is the date on which the underlying asset is
made available for the Company’s use by the lessor. For leases with renewal periods or early terminations at the Company’s option, the Company determines the expected lease
term based on whether the exercise of any renewal option or early termination is reasonably certain at the inception of the lease.
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At the commencement date of a lease, the Company recognizes a right-of-use asset representing its right to use the underlying asset during the lease term and a lease liability
for the present value of the future lease payments. As most leases do not provide an implicit rate, the Company uses its incremental borrowing rate based on the information
available on the commencement date in determining the present value of lease payments.

For operating leases, the Company recognizes fixed lease expense on a straight-line basis over the lease term. For finance leases, the Company recognizes amortization expense
on the right-of-use asset and interest expense on the lease liability over the lease term. Variable lease costs are recognized as incurred. Assets and liabilities related to finance
leases are presented separately from those relating to operating leases on the consolidated balance sheets. The Company does not record lease contracts with a term of 12
months or less on the consolidated balance sheets.

Stock-based Compensation

The Company measures stock-based compensation cost at fair value on the date of grant for all share-based awards and recognizes compensation expense over the service
period that the awards are expected to vest. The Company has elected to recognize compensation cost for graded-vesting awards subject only to a service condition over the
requisite service period of the entire award. For performance awards without market conditions, the Company begins recognizing expense in the period in which vesting
becomes probable. The Company accounts for forfeitures as they occur.

For performance awards with market conditions based on the achievement of specified Company stock price targets, compensation expense is recognized over the requisite
service period regardless of whether the market condition is ultimately achieved, provided the requisite service is rendered.

Earnings per Share

Basic earnings per share is computed by dividing income (loss) available to common stockholders by the weighted average number of shares of common stock outstanding for
the reporting period. Diluted earnings per share reflects the potential dilution that could occur if securities convertible into, or other contracts to issue, common stock were
exercised or converted into common stock. For the calculation of diluted earnings per share, the basic weighted average number of shares is increased by the dilutive effect of
the exercise of stock warrants, the conversion of existing debt agreements, and service-based and performance-based restricted stock units, respectively, determined using the
treasury stock method. Any anti-dilutive effect of equity awards outstanding is not included in the computation of diluted net income (loss) per share.

Income Taxes

Income taxes are accounted for under the asset and liability method. Under this method, deferred tax assets and liabilities are recognized based on the future tax consequences
attributable to differences that exist between the financial statement carrying amounts of assets and liabilities and their respective tax bases, as well as tax attributes such as net
operating loss, capital loss and tax credits carryforwards on a taxing jurisdiction basis. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply
to taxable income in the year in which those temporary differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax
rates is recognized in income in the period that includes the enactment date. Valuation allowances are established when necessary to reduce deferred tax assets to the amounts
that are expected, more likely than not, to be realized in the future. A tax benefit from an uncertain income tax position may be recognized in the financial statements only if it
is more likely than not that the position is sustainable, based solely on its technical merits and consideration of the relevant taxing authority's widely understood administrative
practices and precedents. Recognized income tax positions are measured at the largest amount that has a greater than 50% likelihood of being realized. Any subsequent changes
in recognition or measurement are reflected in the period in which the change in judgment occurs.

ASC Topic 740, Income Taxes, (“ASC 740”), clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s financial statements and prescribes a
recognition threshold and measurement process for financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. The benefit
of a tax position is recognized in the financial statements in the period during which, based on all available evidence, management believes it is more likely than not that the
position will be sustained upon examination, including the resolution of appeals or litigation processes, if any. Tax positions taken are not offset or aggregated with other
positions.
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ASC 740 also provides guidance on derecognition, classification, interest and penalties, accounting in interim period, disclosure, and transition.

The Company's policy for recording interest and penalties associated with unrecognized tax benefits is to record such interest and penalties as components of income tax
expense.

Based on the Company’s evaluation, it has been concluded that, other than the uncertain tax position disclosed in the footnotes, there are no additional significant uncertain tax
positions requiring recognition in the Company’s consolidated financial statements.

For further information on income taxes, see Note 12 - Income Taxes below.

Cash Flows Associated With Derivative Instruments

The Company's derivative instruments primarily consist of embedded derivative features and warrants. Changes in the fair value of derivative instruments are noncash and are
included as adjustments to reconcile net loss to net cash provided by (used in) operating activities, as applicable. Cash receipts and payments associated with derivative
instruments related to financing transactions are presented within financing activities. See Note 10 - Derivative Assets for further information on the Company's derivative
instruments.

Recent Accounting Pronouncements
Accounting Pronouncements Adopted

In December 2023, the FASB issued ASU 2023-09, Income Taxes (Topic 740): Improvements to Income Tax Disclosures ("ASU 2023-09"). This ASU is intended to enhance
the transparency and decision usefulness of income tax disclosures, primarily related to standardization and disaggregation of rate reconciliation categories and income taxes
paid by jurisdiction. The guidance is effective for fiscal years beginning after December 15, 2024, with early adoption permitted, and can be applied either prospectively or
retrospectively. The Company has adopted this ASU for the fiscal year beginning June 1, 2025, on a prospective basis. The adoption resulted in additional disaggregated tax
information.

Accounting Pronouncements Not Yet Adopted

In November 2024, the FASB issued ASU 2024-03, Income Statement — Reporting Comprehensive Income — Expense Disaggregation Disclosures (Subtopic 220-40):
Disaggregation of Income Statement Expenses ("ASU 2024-03"). This ASU is intended to enhance transparency of income statement disclosures primarily through additional
disaggregation of relevant expense captions. In January 2025, the FASB issued ASU No. 2025-01, which revises the effective date of ASU 2024-03, to clarify that all public
business entities are required to adopt the guidance in annual reporting periods beginning after December 15, 2026, and interim periods within annual reporting periods
beginning after December 15, 2027, with early adoption permitted. The ASU allows prospective or retrospective application. The Company is currently evaluating the impact of
this ASU on its financial statement presentation and disclosures and plans to adopt this pronouncement beginning with its fiscal year beginning June 1, 2027.

In September 2025, the FASB issued ASU 2025-06, Intangibles - Goodwill and Other - Internal-Use Software (Subtopic 350-40): Targeted Improvements to the Accounting for
Internal-Use Software ("ASU 2025-06"). This ASU is intended to simplify the capitalization guidance by removing all references to software development project stages so that
the guidance is neutral to different software development methods. The amendments in ASU 2025-06 are effective for annual reporting periods beginning after December 15,
2027, and interim reporting periods within those annual reporting periods, with early adoption permitted. The amendments in this update permit an entity to apply the new
guidance using a prospective, retrospective or modified transition approach. The Company is currently evaluating the impact of ASU 2025-06 on its financial statements and
plans to adopt this pronouncement beginning with its fiscal year beginning June 1, 2028.

In December 2025, the FASB issued ASU 2025-11, Interim Reporting (Topic 270): Narrow-Scope Improvements ("ASU 2025-11"), which is intended to improve the
navigability of the guidance in ASC 270, Interim Reporting, and clarify when it applies. Under the amendments, an entity is subject to ASC 270 if it provides interim financial
statements and notes in accordance with GAAP. ASU 2025-11 also addresses the form and content of such financial statements, interim disclosures requirements, and
establishes a principle under which an entity must disclose events since the end of the last annual reporting period that have a material impact on the entity. ASU 2025-11 is
effective for interim reporting periods
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within annual reporting periods beginning after December 15, 2027, and early adoption is permitted. The Company is currently evaluating the impact of this ASU on its
financial statements and plans to adopt this pronouncement beginning with its fiscal year beginning June 1, 2028.

In December 2025, the FASB issued ASU 2025-12, Codification Improvements ("ASU 2025-12"). The amendments in this update are to make other incremental improvements
to GAAP and facilitate codification updates for a broad range of Topics arising from technical corrections, unintended application of the codification, clarifications, and other
minor improvements. The resulting amendments are collectively referred to as Codification improvements. ASU 2025-12 is effective for all entities for annual reporting periods
beginning after December 15, 2026, and interim reporting periods within those annual reporting periods. The Company is currently evaluating the impact the adoption of ASU
2025-12 may have on the Company’s consolidated financial statements and plans to adopt this pronouncement beginning with its fiscal year beginning June 1, 2027.

In April 2026, the FASB issued ASU 2026-01, Equity (Topic 505): Initial Measurement of Paid-in-Kind Dividends on Equity-Classified Preferred Stock. The ASU provides
guidance on the initial measurement of paid-in-kind (“PIK”) dividends on equity-classified preferred stock and does not affect the timing of dividend recognition. The
amendment is effective for fiscal years beginning after December 15, 2026, and interim periods within those fiscal years. Early adoption is permitted. The Company is currently
evaluating the impact the adoption this ASU may have on the Company's consolidated financial statements and plans to adopt this pronouncement beginning with its fiscal year
beginning June 1, 2027.

3. Business Combination

On May 5, 2026, the Company, through APLD ChronoScale HoldCo LLC, a wholly owned subsidiary, (“Contributor”), completed a transaction pursuant to which Contributor
contributed 100% of the equity interests of Applied Digital Cloud (“Cloud”) to Ekso Bionics Holdings, Inc. (“Ekso”), a publicly traded company, in exchange for shares of
Ekso common stock (the "May 2026 transaction"). Although Ekso was the legal acquirer, Cloud was identified as the accounting acquirer and the transaction was accounted for
as a reverse acquisition under ASC 805, Business Combinations. Following the closing of the transaction, Ekso was renamed ChronoScale Corporation (“ChronoScale”).

As a result of the transaction, at closing, the Company owned approximately 97% of ChronoScale’s outstanding common stock, and legacy Ekso shareholders retained
approximately 3% (before giving effect to any dilution from new investments) which represents a noncontrolling interest in ChronoScale.

As the transaction was accounted for as a reverse acquisition, the consideration transferred was measured based on the number of equity interests Cloud would have had to
issue to provide legacy Ekso shareholders with the same percentage ownership interest in the combined company that resulted from the transaction. The fair value of the
consideration transferred was approximately $57.6 million, based on 4,357,026 equity interests valued at Ekso's closing share price of $13.22 per share on the acquisition date.
The consideration was entirely in the form of equity.
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The following table summarizes the fair values of the assets acquired and liabilities assumed as of the acquisition date:

Cash and cash equivalents $ 13,492
Accounts receivable, net of allowance for doubtful accounts 4,125
Inventory 4,562
Prepaid expenses 1,150
Property and equipment, net 1,086
Operating lease right-of-use assets, net 315
Intangible assets, net 10,950
Other assets 369

Total assets acquired $ 36,049
Accounts payable $ (281)
Accrued expenses (5,055)
Deferred revenues (1,400)
Operating lease liabilities (321)
Debt, current (3,346)
Deferred revenues non-current (1,288)
Debt, non-current (464)
Operating lease liabilities, non-current (114)
Other non-current liabilities (3,305)

Total liabilities assumed $ (15,574)
Total identifiable net assets $ 20,475
Less: Cash acquired through PIPE (defined below) (15,000)

Fair value of net assets acquired 5,475
Less: Impairment for assets held for sale (see Note 6 - Discontinued Operations) 2,365

Fair value less costs to sell $ 3,110
Total consideration transferred $ 57,623
Less: Fair value less costs to sell 3,110

Goodwill $ 54,513

The fair value of acquired accounts receivable was approximately $4.1 million as of the acquisition date. ChronoScale expects to collect substantially all acquired receivables.

The fair value of acquired intangible assets consists of Ekso's developed technology and trade name. The valuations of the developed technology and trade name were
performed by a third-party valuation specialist using the relief-from-royalty method. Acquired intangible assets are amortized over the estimated useful lives on a straight-line
basis.

In connection with the transaction, ChronoScale arranged a private investment in public equity (“PIPE”), which refers to a private placement of ChronoScale’s equity to select
investors concurrent with closing. Pursuant to the PIPE Agreement, ChronoScale agreed to issue and sell 1,311,407 shares of its common stock to Contributor at a price of
$12.01 per share, resulting in aggregate gross proceeds of approximately $15.7 million, net of $0.8 million in offering costs.

The business combination resulted in the recognition of goodwill of approximately $54.5 million, which is calculated as the excess of the consideration transferred over the fair
value of the identifiable net assets acquired. The goodwill is primarily attributed to the expected operational synergies, assembled workforce, public company platform benefits,
and other intangible benefits that do not qualify for separate recognition. The goodwill was assigned to ChronoScale, which was expected to benefit from the synergies of the
acquisition. As of May 31, 2026, ChronoScale was not a separate reportable
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segment under ASC 280, although the Cloud Business had previously been presented as a reportable segment. The assigned goodwill is included within the reporting unit used
for goodwill impairment testing. The Company expects that $0.5 million of goodwill will be deductible for tax purposes.

The acquisition-date fair value of the noncontrolling interest was approximately $4.6 million, based on the equity interests retained by legacy Ekso shareholders and Ekso's
closing share price of $13.22 per share on the acquisition date. The noncontrolling interest is presented as a separate component of permanent equity in the Company’s
consolidated balance sheet.

Acquisition-related costs in connection with the transaction, including legal, accounting, valuation, and other professional fees of $5.3 million were expensed as incurred and
are not included as a component of consideration transferred. Total transaction costs incurred were approximately $5.3 million.

The following unaudited pro forma financial information presents the combined results of operations as if the acquisition had occurred on June 1, 2024. The unaudited pro
forma information is presented for informational purposes only and is not necessarily indicative of the results of operations that would have been achieved if the acquisition had
occurred as of that date, nor is it intended to project future results.

Fiscal Year Ended
May 31, 2026 May 31, 2025
Revenue $ 623,068 $ 243,220
Net loss $ (203,175) $ (245,278)

The unaudited pro forma results include adjustments directly attributable to the acquisition, including amortization of acquired intangible assets and the related income tax
effects. No additional earnings per share impacts were identified other than the impact of amortization of acquired intangible assets.

4. Property and Equipment
Property and equipment, net consisted of the following as of May 31, 2026 and 2025 (in thousands):

May 31, May 31,
Estimated Useful Life 2026 2025

Networking equipment, electrical equipment, and software 3 years - 5 years 38,6609 $ 33,611
Mechanical infrastructure 20 years 71,939 —
Electrical infrastructure 15 years 104,491 —
Electric generation and transformers 15 years - 30 years 188,110 9,914
Land and building

Building 39 years 279,308 109,672

Building improvements 15 years - 25 years 682,348 —

Land 59,713 20,047

Land improvements 15 years 43,786 1,423

Leasehold improvements 3 years - 7 years 1,142 1,142
Construction in progress 2,776,232 1,090,587
Other equipment and fixtures 5 years - 10 years 68,128 12,447
Total cost of property and equipment 4,313,866 1,278,843
Accumulated depreciation (77,566) (26,556)
Property and equipment, net 4,236,300 $ 1,252,287

Depreciation expense totaled $48.5 million, $12.5 million, and $15.8 million for the fiscal years ended May 31, 2026, 2025, and 2024, respectively.

89



APPLIED DIGITAL CORPORATION AND SUBSIDIARIES
Notes to the Consolidated Financial Statements
For the Fiscal Year Ended May 31, 2026

5. Revenue

Below is a summary of the Company’s total revenue concentration by major customer for the fiscal years ended May 31, 2026, 2025, and 2024:

May 31, 2026 May 31, 2025 May 31, 2024
Customer A 59 % — % —%
Customer B 25 % 59 % 62 %
Customer C 12 % 28 % —%
Customer D —% —% 12 %

Deferred Revenue

Changes in the Company's deferred revenue balances for the fiscal years ended May 31, 2026 and May 31, 2025, respectively, are shown in the following table (in thousands):

May 31, 2026 May 31, 2025
Balance, beginning of period $ 3,594 $ 39,366
Advance billings 487,454 184,685
Revenue recognized (487,204) (228,371)
Other adjustments 822 7,914
Balance, end of period $ 4,666 $ 3,594

Unbilled Receivables

Changes in the Company's unbilled receivables balances, which are captured in the consolidated balance sheets in accounts receivable for the fiscal years ended May 31, 2026
and May 31, 2025, respectively, are shown in the following table (in thousands):

May 31, 2026 May 31, 2025
Balance, beginning of period $ — 3 =
Billings (81,342) —
Revenue recognized 124,491 —
Balance, end of period $ 43,149 § —

Customer Deposits

Changes in the Company's customer deposits balances for the years ended May 31, 2026 and 2025, respectively, are shown in the following table (in thousands):

May 31, 2026 May 31, 2025
Balance, beginning of period $ 16,125 $ 15,367
Customer deposits received 627 5,698
Customer deposits refunded — (3,373)
Customer deposits applied — (1,567)
Balance, end of period $ 16,752 $ 16,125

6. Discontinued Operations

During the year ended May 31, 2026, the Board of Directors of ChronoScale committed to a plan to divest its wholly owned subsidiary, Ekso Bionics, Inc., a Delaware
corporation (“Ekso”) which had not previously been announced as being held for sale, and to focus ChronoScale's operations solely on its cloud services business. As such,
legacy Ekso met the criteria to be classified as "held for sale" on the consolidated balance sheets. Therefore, upon consolidation, the Company reported Ekso's operations as
discontinued operations in its consolidated statements of operations for the fiscal year ended May 31, 2026 in accordance with ASC 205-20, Discontinued Operations.
ChronoScale expects to complete the divestiture of the Ekso business within 12 months from the date it met the held-for-sale criteria.
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The financial results of Ekso are presented as net loss from discontinued operations on the consolidated statements of operations. The following table presents the major
components of the financial results of Ekso for the periods presented (in thousands):

Fiscal Year Ended
May 31, 2026
Revenue $ 385
Cost of revenues 302
Selling, general and administrative 1,108
Operating loss from discontinued operations (1,025)
Interest income 3
Net loss from discontinued operations before income tax expense (1,020)
Income tax expense —
Net loss from discontinued operations $ (1,020)

As of May 31, 2026, the assets and liabilities of Ekso are classified as current in the consolidated balance sheets, as it is probable that the sale will occur within one year. The
following table represents the aggregated carrying amounts of classes of assets and liabilities that are classified as held for sale on the consolidated balance sheets for the
periods presented (in thousands):

Fiscal Year Ended
May 31, 2026

Assets:
Cash and cash equivalents $ 2
Accounts receivable 3,914
Prepaid expenses and other current assets 5,604
Property and equipment, net 1,084
Operating lease right of use asset, net 284
Intangible assets 10,950
Other assets 368

Less: Impairment on assets held for sale $ (2,365)

Total current assets held for sale $ 19,841
Liabilities:
Accounts payable 263
Accrued liabilities 4,205
Current portion of operating lease liability 290
Current deferred revenue 1,334
Long-term deferred revenue 1,229
Long-term portion of operating lease liability 105
Total current liabilities held for sale $ 7,426
The following table summarizes the net cash flows from discontinued operations of Ekso for the year ended May 31, 2026 (in thousands):
Fiscal Year Ended
May 31, 2026

Net cash used in operating activities - discontinued operations $ (1,705)

Net cash used in investing activities - discontinued operations $ —
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7. Related Party Transactions
Related Party Revenue

Related party revenue consisted of revenue from two customers, Customer E and Customer F, neither of which is currently a customer of the Company. The following table
illustrates related party revenue for the fiscal years ended May 31, 2026, 2025, and 2024 (in thousands):

May 31, 2026 May 31, 2025 May 31, 2024
Customer E $ — 3 1,244  $ 8,005
Customer F $ — 3 682 $ 6,756

Customer E is a subsidiary of an entity which, during the first quarter of fiscal year 2025, was deemed to beneficially own over 5% of the Company's outstanding common
stock. As of July 25, 2024, the controlling individual of the entity filed a Schedule 13G to report the fact that as of the date thereof, the entity had ceased to be a beneficial
owner of more than 5% of such class of securities.

Customer F is 60% owned by an individual who, during the first quarter of fiscal year 2025, was deemed to beneficially own over 5% of the Company's outstanding common
stock. As of July 25, 2024, the individual filed a Schedule 13G to report the fact that as of the date thereof, the individual had ceased to be a beneficial owner of more than 5%
of such class of securities.

Base Electron

Base Electron Corp., a Nevada corporation, (“Base Electron”) is an independent power producer owned and managed by a combination of third parties, as well as certain
officers and directors of the Company acting in their individual capacities, for the purpose of developing stabilized power generation and infrastructure to support the broader
Al industry. Base Electron is considered a VIE under ASC 810; however, the Company does not consolidate Base Electron as the Company is not the primary beneficiary. See
Note 11 - Variable Interest Entities for further discussion.

On February 1, 2026 the Company and Base Electron entered into the Intercompany Administrative Services Agreement (the "Intercompany Agreement"). Under the
Intercompany Agreement, the Company may provide, at Base Electron's request, certain administrative services in an advisory capacity, while all strategic, operational,
investment, financing, and governance decisions remain exclusively with Base Electron. The costs for services provided are calculated under the services cost method, as
described in Treasury Regulation Section 1.482-9(b), in order to determine the applicable arm's length charges. The amount of services provided during the fiscal year ended
May 31, 2026 were immaterial.

The Company was party to a Guarantee (the “Guarantee”) in favor of The Babcock & Wilcox Company (“B&W?”), pursuant to which it had agreed to unconditionally and
irrevocably guarantee the full and timely performance by Base Electron, of its obligations under a Design-Build Agreement, dated February 26, 2026, by and between Base
Electron and B&W (the “Design-Build Agreement”). The Design-Build Agreement contemplates the engineering, procurement, construction and commissioning of a power
generation facility with an expected nameplate capacity of approximately 1.2 GW anticipated to expand power and capacity supplied to the grid and utility customers in the
Midcontinent Independent System Operator (“MISO”) region.

Following Base Electron's entry into the Design-Build Agreement and assuming all of the obligations thereunder in lieu of the Company, on March 18, 2026, the Company
entered into the Partial Assignment and Assumption Agreement (the "Assignment Agreement") with Base Electron, B&W Enterprises, and B&W, pursuant to which the
Company assigned to Base Electron its right to purchase an aggregate of 5,230,000 shares of common stock of B&W Enterprises. In connection therewith, B&W Enterprises
issued a common stock purchase warrant with respect to such shares directly to Base Electron (the "Base Warrant").

In connection with the Assignment Agreement, on March 18, 2026, the Company entered into the Amendment and Joinder to Registration Rights Agreement with Base Electron

and B&W Enterprises, whereby the Company became a party to that certain Registration Rights Agreement, dated November 4, 2025, by and between the Company and B&W
Enterprises. Pursuant to the Amendment and Joinder, B&W Enterprises agreed to register the resale of the shares of its common stock issuable upon exercise of the Warrant.
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In connection with and as partial consideration for the Company’s entry into the Guarantee, Base Electron issued to the Company approximately 10% of Base Electron’s
outstanding equity. The investment in Base Electron will be accounted for at cost under ASC 321 as it is an equity security without a readily determinable fair value and will be
evaluated quarterly for impairment indicators. There were no impairment indicators during the fiscal year ended May 31, 2026. As of May 31, 2026, the Company determined
the fair value of the investment was $2.0 million, which was recorded as an Other asset on the consolidated balance sheets and a Gain on change in fair value of investment on
the consolidated statements of operations.

Base Electron Demand Grid Promissory Note

On April 16, 2026, Base Electron entered into a promissory note with the Company (the "Demand Grid Promissory Note") for a principal sum of $15.9 million. The Demand
Grid Promissory shall bear interest on the unpaid principal balance hereof at a rate equal to the Applicable Rate (defined below), compounded semi-annually as of the end of
each six-calendar-month period (or portion thereof) ending June 30 or December 31, as the case may be (a “Semi-Annual Period”), and computed on the basis of the actual
number of days elapsed in such Semi-Annual Period (or portion thereof), until the Lender shall, in its discretion, demand payment of the principal amount hereof and all
accrued interest thereon. The “Applicable Rate” with respect to any Semi-Annual Period (or portion thereof) during which this note is outstanding shall be the short-term
Applicable Federal Rate (as defined in Section 1274(d) of the Internal Revenue Code of 1986, as amended) in effect for the first month of that Semi-Annual Period (i.e.,
January or July, as the case may be), compounded semiannually.

On May 27, 2026, the Demand Grid Promissory Note was amended (the "Amended and Restated Demand Grid Promissory Note") to increase the aggregate amount of future
advances, not to exceed $50.0 million. On May 29, 2026, the Demand Grid Promissory Note was further amended (the "Second Amended and Restated Demand Grid
Promissory Note") to increase the aggregate amount of future advances, not to exceed $100.0 million.

On May 29, 2026, the Guarantee was terminated, effective upon payment of $37.0 million by the Company on behalf of Base Electron which was added to the Second
Amended and Restated Demand Grid Promissory Note. As such, the Company recorded a related party loan receivable which is included within Prepaid expenses and other
current assets on the consolidated balance sheets.

As of May 31, 2026, the balance of the Demand Grid Promissory Note was $58.6 million, which was recorded as a related party loan receivable and presented within Prepaid
expense and other current assets on the consolidated balance sheets. During the fiscal year ended May 31, 2026, approximately $0.1 million of interest income was recognized.

Other Related Party Transactions

Related party transactions included within selling, general and administrative expense on the consolidated statement of operations include the following:

»  consulting costs of $0.3 million during the fiscal year ended May 31, 2024, were incurred with a company owned by a family member of the Company’s former Chief
Administrative Officer.

¢ software license fees of $0.3 million, $0.3 million, and $0.2 million during the fiscal years ended May 31, 2026, May 31, 2025, and May 31, 2024, respectively, were
incurred with a company whose chairman is also a member of the Company’s Board of Directors.

¢ consulting fees of $43.3 thousand during the fiscal year ended May 31, 2024 were incurred with a former member of the Company's Board of Directors for sales
consulting work.
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Long-term debt consisted of the following components (in thousands):

Interest Rate Maturity Date May 31, 2026 May 31, 2025
2030 Senior Secured Notes 9.25% December 2030 2,350,000 —
2031 Senior Secured Notes 6.75% March 2031 2,150,000 —
Convertible Notes, senior unsecured ) 2.75% Tune 2030 450,000 450,000
Bridge Facility See below April 2027 300,000 —
SMBC Loan® See below August 2026 — 375,000
Starion Ellendale Loan ® 7.48% February 2028 8,108 12,283
Cornerstone Bank Loan ) 8.59% March 2029 9,910 12,866
Starion Term Loan 6.50% July 2027 3,900 7,061
Other debt © 34,762 12,275
Deferred financing costs, net of amortization (330,742) (181,329)
Less: Current portion of debt (16,422) (10,331)
Long-ter{n debt, net 4,959,516 $ 677,825

O]

)

3)

@)

)

©6)

The net carrying amount of the Convertible Notes was $276.0 million and $273.3 million and the remaining unamortized deferred financing costs related to the issuance
was $174.0 million and $176.7 million, each as of May 31, 2026 and May 31, 2025, respectively.

The SMBC Loan was guaranteed by APLD HPC TopCo LLC, a wholly-owned subsidiary of the Company, and was secured by a continuing security interest in all of the
membership interests of the borrower, APLD HPC Holdings LLC, including a mortgage on certain properties as defined in the collateral agency, security and depositary
agreement. During the year ended May 31, 2026, concurrent with the closing of the 2030 Notes Offering (see below), the Company repaid in full the aggregate principal
balance plus accrued interest. As of May 31, 2025, there were $4.4 million of unamortized deferred financing costs. The average SOFR plus the applicable margin for the
fiscal year ended May 31, 2025 was 7.82%.

The Starion Ellendale Loan incurred by APLD ELN-01 LLC, a wholly-owned subsidiary of the Company, is guaranteed by the Company and is secured by substantially all
of the assets of APLD ELN-01. APLD ELN-01 LLC is subject to a debt service coverage ratio and is in compliance as of May 31, 2026

The Cornerstone Bank Loan incurred by APLD GPU-01, LLC, a wholly owned subsidiary of the Company, is guaranteed by the Company, APLD Hosting, and Sai
Computing, LLC and is secured by substantially all assets of APLD GPU-01 including, among other things, APLD GPU-01’s interest in electrical services agreements, and
the Company’s interest in the various terms of service agreements for HPC based systems related to AI Cloud Computing Services, which are to be serviced at the
Jamestown hosting facility.

The Starion Term Loan incurred by APLD Hosting, LLC, a wholly-owned subsidiary of the Company, is guaranteed by the Company and is secured by substantially all of
the assets of APLD Hosting, and its interests in the master hosting agreements and electric services agreements related to the Jamestown hosting facility. APLD Hosting is
subject to customary covenants, representations and warranties and events of default. APLD Hosting is subject to a debt service coverage ratio and is in compliance as of
May 31, 2026.

Inclusive in this number are two promissory notes the Company entered into during the second fiscal quarter of 2026 for a total of approximately $18.5 million, as well as
$12.0 million of proceeds from the issuance of two SAFE agreements which are classified as liabilities.
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Interest Expense

Interest and related amortization of debt issuance costs and discounts recognized during construction projects are capitalized and included in the cost of project. Interest
expense, net of amounts capitalized, recognized for the years ended May 31, 2026, May 31, 2025, and May 31, 2024 consisted of the following (in thousands):

May 31, 2026 May 31, 2025 May 31, 2024
Interest expense $ 85,259 $ 35,261 $ 23,448
Interest expense - related party — — 5,000
Interest income () (55,743) (3,122) 931)
Interest expense, net 29,516 32,139 27,517
Interest capitalized 39,574 57,171 —
Total interest charges incurred $ 69,090 $ 89,310 $ 27,517

M For the fiscal year ended May 31, 2026, amount includes related party interest income of $0.1 million.

Below is the weighted-average interest rate for the Company's term loans:
May 31, 2026 May 31, 2025
Weighted-average interest rate 7.1% 1.7 %

Remaining Principal Payments

Below is a summary of the remaining principal payments due over the life of the term loans as of May 31, 2026 (in thousands):

FY27 $ 16,591
FY28 196,648
FY29 290,798
FY30 295,689
FY31 4,194,954
Thereafter 312,000

Total $ 5,306,680

(M Includes $12.0 million of proceeds from the issuance of two SAFE agreements, which are classified as liabilities.

Debt Fair Value Measurements

The carrying value of the Company's variable rate borrowings, the Bridge Facility and SMBC Loan, approximate fair value at May 31, 2026 and May 31, 2025, as applicable,
each balance sheet date due to the variable nature of the interest rates and the short period between interest rate resets.

The Company has determined the fair value of its 2030 Senior Secured Notes and the 2031 Senior Secured Notes to be approximately $2.5 billion and $2.2 billion, respectively,
as of May 31, 2026 using level 1 inputs. The Company has determined the fair value of its fixed rate term loans $22.4 million, in aggregate, and $31.9 million, in aggregate, as
of May 31, 2026 and May 31, 2025, respectively, based on discounted cash flow analysis, which uses Level 3 inputs. The Company has determined the fair value of its
Convertible Notes, senior unsecured to be $392.9 million and $341.7 million as of May 31, 2026 and May 31, 2025, respectively, based on discounted cash flow analysis,
which uses Level 3 inputs.

Letters of Credit

As of May 31, 2026 and May 31, 2025, the Company had letters of credit secured by cash totaling $10.5 million and $38.3 million, respectively. The Company is required to
keep these balances in separate accounts for the duration of the letter of credit agreements. The Company presents all restricted cash amounts with letter of credit terms of 12
months or less within
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the Restricted Cash caption within current assets and any amounts with related letter of credit terms of over 12 months in Other Assets.

MEC Promissory Note

On September 9, 2025, a subsidiary of the Company, APLD FAR-01 LLC ("APLD FAR-01"), entered into a promissory note (the “MEC Promissory Note”) with Macquarie
Equipment Capital, Inc., a Delaware corporation (“MEC”). The MEC Promissory Note provided for an initial principal sum of $50 million (the “MEC Loan”), which was
drawn on the Closing Date.

The MEC Loan bore interest at 8.0% per annum. From the Closing Date and for the succeeding twelve months (the “PIK Period”), accrued interest was to be paid in kind, with
such payment in kind being capitalized to principal monthly and at such other times as specified in the MEC Promissory Note. After the PIK Period, accrued interest was to be
paid in cash in certain circumstances. The MEC Promissory Note was to mature on the earliest of (i) the date of acceleration of the MEC Loan, (ii) February 1, 2026, if the 200
MW Lease Execution (as defined therein) has not occurred on or before October 31, 2025, or (iii) September 9, 2027.

The MEC Loan could be accelerated and APLD FAR-01 required to prepay the full outstanding principal balance of the MEC Promissory Note, together with accrued interest
to the date of prepayment on the principal amount prepaid and any other amounts then due and payable, upon the occurrence of any of the following conditions: (a) a Change of
Control (as defined therein), (b) within ninety (90) days following the occurrence of the 200 MW Lease Execution, and (c) within thirty (30) days following a Qualifying
Preference Share Issuance (as defined therein).

APLD FAR-01 may voluntarily prepay all or part of the MEC Promissory Note at any time with no less than three (3) business days’ notice with accrued interest to the date of
prepayment on the principal amount prepaid, so long as, with respect to the portion of the MEC Loan then being prepaid, in each case, such prepayment is accompanied by the
payment of amounts sufficient to achieve a rate of return that equals or exceeds 1.10 to 1.00. The same 1.10x return hurdle applied to repayment at maturity. Amounts repaid
under the MEC Promissory Note are not available to be re-borrowed.

Proceeds of the MEC Loan under the MEC Promissory Note were used, in part, to (i) pay transaction costs, (ii) pay transaction expenses in connection with the Note
Documents (as defined therein), (iii) fund the purchase of the financed properties located on the Company’s campus in Harwood, ND (“Polaris Forge 2”), including all
associated closing costs, title fees, and legal expenses, (iv) finance improvements to the Polaris Forge 2 properties, (v) fund the purchase of the Transformers (as defined
therein) and other equipment expected to be installed and used for the improvements of the Polaris Forge 2 properties, (V) to pay any other costs, fees, expenses, or amounts
related to or in connection with the development and construction of Polaris Forge 2, and (vi) for general corporate working capital purposes.

In connection with the MEC Loan, (i) APLD FAR-01, APLD FAR Holdings LLC, a Delaware limited liability company ("APLD FAR Holdings"), as parent of APLD FAR-01,
and APLD FAR-02 LLC, a Delaware limited liability company ("APLD FAR-02"), as a subsidiary of APLD FAR Holdings, entered into a guarantee and collateral agreement,
as grantors thereunder, in favor of the Lender (the “Guarantee and Collateral Agreement”).

On November 28, 2025, APLD FAR-01 repaid MEC Promissory Note in full, including all outstanding and unpaid principal, accrued interest, and rate of return. As a result, the
accrued interest and rate of return on the MEC Promissory Note of $1.4 million was capitalized to CIP commensurate with the use of proceeds associated with construction.

2025 Revolving Credit Facility

On November 10, 2025, the Company entered into a loan and security agreement with First National Bank of Omaha, pursuant to which the lender agreed to make one or more
revolving loans, and issue letters of credit, from time to time to the Company in an aggregate principal amount of $65 million (the “2025 Revolving Credit Facility””). Amounts
borrowed and repaid are available for future borrowing. Interest accrues on the outstanding balance at a rate of SOFR plus 2.75% per annum. Additionally, there is an unused
facility fee of 0.35% per annum based on the daily average unused amount, payable quarterly in arrears at the end of each quarter. The loan is secured by all of the Company’s
(but none of its subsidiaries’) assets. On May 29, 2026, the 2025 Revolving Credit Facility was modified and the standby letters of credit transferred when the Company and
certain of its subsidiaries entered into the 2026 Revolving Credit Facility (as discussed below).
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9.250% Senior Secured Notes due 2030

On November 20, 2025, the Company's subsidiary APLD ComputeCo LLC (“APLD ComputeCo”) closed a $2.35 billion offering (the "2030 9.250% Notes Offering") of
9.25% Senior Secured Notes due 2030 (the “2030 9.250% Notes”). The 2030 9.250% Notes were sold pursuant to the terms of a purchase agreement, dated as of November 13,
2025 and as amended thereafter, entered into by and among APLD ComputeCo, the subsidiary guarantors party thereto (the “Subsidiary Guarantors”) and Morgan Stanley &
Co. LLC as the representative (the “Representative”) of the several initial purchasers (the “Initial Purchasers”) in a Rule 144A/Regulation S offering.

The 2030 9.250% Notes were issued at a price equal to 97% of their aggregate principal amount APLD ComputeCo intends to use the net proceeds from the offering to fund a
portion of the construction and associated expenses of its 100 MW and 150 MW data centers, ELN-02 and ELN-03, respectively (the “Ellendale Facilities”), at the Company’s
400MW Ellendale, North Dakota campus (“Polaris Forge 17), repay the aggregate principal balance plus any accrued and unpaid interest under the SMBC Loan, fund debt
service reserves, and pay transaction expenses.

Also on November 20, 2025, APLD ComputeCo, APLD HPC Holdings 2 LLC (the direct parent of APLD ComputeCo) and the Subsidiary Guarantors entered into an indenture
(the “2030 9.250% Notes Indenture”) with respect to the 2030 9.250% Notes with Wilmington Trust, National Association, as trustee (the “Trustee”) and collateral agent (the
“Collateral Agent”). The 2030 9.250% Notes are senior secured obligations of APLD ComputeCo and bear interest at a rate of 9.25% per annum, payable semi-annually in
arrears on June 15 and December 15 of each year, beginning on June 15, 2026. The 2030 9.250% Notes will mature on December 15, 2030, unless earlier redeemed or
repurchased in accordance with their terms. The principal amount of the 2030 9.250% Notes will amortize on a semi-annual basis on June 15 and December 15 of each year,
beginning on December 15, 2027, in amounts set forth in the 2030 9.250% Notes Indenture. Required amortization shall be subject to adjustment in case of partial redemption
or repurchase or, in certain circumstances, the issuance of additional notes.

On or after December 15, 2027, APLD ComputeCo may redeem the 2030 9.250% Notes at its option, in whole at any time or in part from time to time, at the redemption prices
set forth in the 2030 9.250% Notes Indenture. Prior to December 15, 2027, APLD ComputeCo may redeem the 2030 9.250% Notes at its option, in whole at any time or in part
from time to time, at a redemption price equal to 100% of the principal amount of the 2030 9.250% Notes redeemed, plus a “make-whole” premium and accrued and unpaid
interest, if any. In addition, prior to December 15, 2027, the APLD ComputeCo may redeem up to 40% of the aggregate principal amount of the 2030 9.250% Notes in an
amount not to exceed the amount of the proceeds of certain equity offerings, at the redemption price set forth in the 2030 9.250% Notes Indenture, plus accrued and unpaid
interest.

The 2030 9.250% Notes Indenture limits the ability of APLD ComputeCo and the Subsidiary Guarantors to, among other things: (i) incur or guarantee additional indebtedness;
(ii) pay dividends or distributions on, or redeem or repurchase, capital stock and make other restricted payments; (iii) make certain investments; (iv) create or incur liens; (v)
consummate certain asset sales; (vi) enter into sale and lease back transactions; (vii) hold assets or conduct operations unrelated to the operation of the Ellendale Facilities and
certain additional projects; (viii) engage in certain transactions with its affiliates; and (ix) merge, consolidate or transfer or sell all or substantially all of its assets. These
covenants are subject to a number of important qualifications and exceptions as set forth in the 2030 9.250% Notes Indenture. Additionally, upon the occurrence of specified
change of control events, APLD ComputeCo must offer to repurchase the 2030 9.250% Notes at 101% of the principal amount, plus accrued and unpaid interest, if any, to, but
excluding, the purchase date. The 2030 9.250% Notes Indenture also provides for customary events of default.

The Company will provide a customary completion guarantee with respect to each Project (as defined in the 2030 9.250% Notes Indenture) related to the Ellendale Facilities,
which will require the Company to provide APLD ComputeCo funds as necessary to ensure the achievement of the applicable Commencement Date (as defined in the 2030
9.250% Notes Indenture) under the respective data center lease in the event that the proceeds of the 2030 9.250% Notes and the available funds (including previous equity
contributions from the Company) are insufficient to do so.

As of May 31, 2026, remaining unamortized deferred financing costs related to the issuance of the loan was $6.1 million.
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DevCo Facility

On December 18, 2025, a subsidiary of the Company APLD DevCo LLC (the “Borrower”) entered into an ongoing credit arrangement with MEC (as defined above), for the
purposes of funding the initial sourcing, planning, development and construction costs associated with a new data center project (the “DevCo Facility”’) and other potential
projects.

The DevCo Facility is evidenced by, among other documents, that certain Promissory Note (as amended, the “DevCo Promissory Note”) executed by APLD DevCo in favor of
MEC. The DevCo Promissory Note provides for a principal sum of (a) $45 million (the “First Draw”), which was drawn on the Initial Closing Date, plus (b) $40 million (the
“Second Draw”) which was drawn on February 24, 2026, plus (c¢) $15 million (the “Third Draw,”, and, together with the First Draw and the Second Draw, collectively, the
“Initial Loan” and each, individually, a “Draw”), with the Third Draw to be funded upon APLD DevCo’s request at any time after the Initial Closing Date subject to satisfaction
of or waiver by MEC of certain conditions precedent on or prior to the Third Draw, plus (d) the principal sum of any Additional Loans (as defined below, and, together with the
Initial Loan, the “DevCo Loan”), if applicable, made by MEC (at the mutual consent of the APLD DevCo and MEC).

In addition, the DevCo Promissory Note provides for, upon request of APLD DevCo occurring prior to the Maturity Date (as defined below), (a) rolling over of the outstanding
principal balance of the DevCo Loan from time to time into one or more loans for one or more new projects (such rollovers, the “Rollover Loans”), or (b) increasing the size of
the existing DevCo Loan by advancing new loans to APLD DevCo (such loans, the “Additional Loans”), in either case, for the purpose of financing development activities at
new or existing data center projects at direct or indirect, wholly owned domestic subsidiaries of APLD DevCo, each of which shall become a guarantor with respect to such
Additional Loans or Rollover Loans, as applicable, subject to the prior written approval of MEC (in its sole discretion) and the satisfaction of the conditions specified by MEC.

Each Draw is fully committed, but any Additional Loans or Rollover Loans made by MEC under the DevCo Promissory Note would be on an uncommitted, discretionary basis
(with no specified maximum borrowing limit for any Additional Loans or Rollover Loans).

The DevCo Loan shall bear interest at 8.0% per annum, unless an Event of Default (as defined therein) has occurred and is continuing, in which case, the Secured Obligations
(as defined therein) shall bear interest at the sum of 8.0% per annum plus an additional 1.50% per month (the “Post-Default Rate”).

APLD DevCo may voluntarily prepay all or part of the DevCo Promissory Note at any time with no less than three (3) business days’ notice with accrued interest to the date of
prepayment on the principal amount prepaid, so long as, (a) with respect to the amount outstanding under the First Draw, such prepayment is accompanied by the payment of
amounts sufficient to achieve a rate of return that equals 1.25 to 1.00; provided that, such rate of return shall be reduced to (i) on or prior to the date that is four (4) months after
the date on which the First Draw is funded, 1.06:1.00 or (ii) after the date that is four (4) months after the date on which the First Draw is funded but prior to the date that is
twelve (12) months after the date on which the First Draw is funded, 1.10:1.00; (b) with respect to the amount outstanding under the Second Draw, such prepayment is
accompanied by the payment of amounts sufficient to achieve a rate of return that equals 1.25 to 1.00; provided that, (x) if the Second Draw is funded within six (6) months of
the date on which the First Draw is funded, and the prepayment occurs at any time thereafter, such rate of return shall be reduced to (i) on or prior to the date that is four (4)
months after the date on which the Second Draw is funded, 1.06:1.00 or (ii) after the date that is four (4) months after the date on which the Second Draw is funded but prior to
the date that is twelve (12) months after the date on which the Second Draw is funded, 1.10:1.00 and (y) if the Second Draw is funded more than within six (6) months after the
date on which the First Draw is funded, and such prepayment occurs at any time thereafter, such rate of return shall be reduced to, after the date that is six (6) months after the
date on which the First Draw is funded but prior to the date that is twelve (12) months after the date on which the First Draw is funded, 1.10:1.00; and (c) with respect to the
amount outstanding under the Rollover Loans (as defined below) or any Additional Loans, such prepayment is accompanied by the payment of amounts sufficient to achieve a
rate of return on capital as determined by mutual agreement of MEC and APLD DevCo. The same return hurdles apply to repayment at maturity.

The DevCo Loan matures on the earliest of (i) the date of acceleration of the DevCo Loan, (ii) July 18, 2026, if the Initial Lease Execution (as defined therein) has not occurred

on or before April 18, 2026, or (iii) December 18, 2027 (the “Maturity Date”). Proceeds from the Loan were used, in part, to (i) pay transaction expenses, and (ii) fund the
purchase,
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development and improvement of, and the purchase of equipment for, the Company’s latest new project under development.

In connection with the DevCo Loan, (i) APLD Intermediate HoldCo LLC, a Delaware limited liability company, as direct parent of APLD DevCo (“Intermediate Holdings”),
APLD DevCo, and APLD DevCo’s subsidiaries have entered into a guarantee and collateral agreement, as grantors thereunder, in favor of MEC (the “Guarantee and Collateral
Agreement”), and (ii) the Company has entered into a parent guarantee in favor of MEC to guarantee the obligations of the Note Parties under the DevCo Promissory Note.

On May 29, 2026, the Company repaid the DevCo Loan in full, including all outstanding and unpaid principal, accrued interest, and rate of return. As a result, the accrued
interest and rate of return on the Loan of $9.4 million was capitalized to CIP commensurate with the use of proceeds associated with construction.

6.750% Senior Secured Notes due 2031

On March 10, 2026, the Company's subsidiary APLD ComputeCo 2 LLC ("APLD ComputeCo 2"), completed a private offering of 6.750% Senior Secured Notes due 2031 (the
“2031 6.750% Notes”). The 2031 6.750% Notes were sold pursuant to the terms of a purchase agreement, dates as of March 3, 2026, entered into by and among APLD
ComputeCo 2, the subsidiary guarantors thereto and Goldman Sachs & Co. LLC, as representative (the "Representative") of the several initial purchasers (the "Initial
Purchasers") in a Rule 144A/Regulation S offering. The aggregate principal amount of Notes sold in the offering was $2.15 billion.

The 2031 6.750% Notes were issued at a price equal to approximately 98% of their aggregate principal amount. The gross proceeds from the offering were deposited into
escrow pursuant to an escrow agreement (the “Escrow Agreement”). On June 18, 2026, the escrow release conditions were satisfied and the funds were released to the Issuer.
APLD ComputeCo 2 intends to use the net proceeds from the offering to fund a portion of the construction and associated expenses of its data center projects (the “Projects”),
fund debt service reserves, and pay transaction expenses. If the escrow release conditions are not satisfied by the specified outside date, APLD ComputeCo 2 will be required to
redeem the 2031 6.750% Notes pursuant to a special mandatory redemption provision.

Also on March 10, 2026, APLD ComputeCo 2, its direct parent and the subsidiary guarantors entered into an indenture for the 2031 6.750% Notes (the “2031 6.750% Notes
Indenture”) with Wilmington Trust, National Association, as trustee (the “Trustee”) and collateral agent (the “Collateral Agent”), governing the 2031 6.750% Notes. The 2031
6.750% Notes are senior secured obligations of APLD ComputeCo 2 and bear interest at a rate of 6.750% per annum, payable semi-annually in arrears on March 15 and
September 15 of each year, beginning on September 15, 2026. The 2031 6.750% Notes will mature on March 15, 2031, unless earlier redeemed or repurchased in accordance
with their terms.

The principal amount of the 2031 6.750% Notes will amortize on a semi-annual basis beginning after the final commencement date of the Projects, in amounts set forth in the
2031 6.750% Notes Indenture. Required amortization shall be subject to adjustment in the case of partial redemption or repurchase or, in certain circumstances, the issuance of
additional notes.

On or after March 15, 2028, APLD ComputeCo 2 may redeem the 2031 6.750% Notes at its option, in whole at any time or in part from time to time, at the redemption prices
set forth in the 2031 6.750% Notes Indenture. Prior to March 15, 2028, APLD ComputeCo 2 may redeem the 2031 6.750% Notes at its option, in whole at any time or in part
from time to time, at a redemption price equal to 100% of the principal amount of the 2031 6.750% Notes redeemed, plus a “make-whole” premium and accrued and unpaid
interest, if any. In addition, prior to March 15, 2028, APLD ComputeCo 2 may redeem up to 40% of the aggregate principal amount of the 2031 6.750% Notes with the
proceeds of certain equity offerings, at the redemption price set forth in the 2031 6.750% Notes Indenture, plus accrued and unpaid interest.

The 2031 6.750% Notes Indenture limits the ability of APLD ComputeCo 2 and the subsidiary guarantors to, among other things: (i) incur or guarantee additional indebtedness;
(ii) pay dividends or distributions on, or redeem or repurchase, capital stock and make other restricted payments; (iii) make certain investments; (iv) create or incur liens; (v)
consummate certain asset sales; (vi) enter into sale and leaseback transactions; (vii) hold assets or conduct operations unrelated to the Projects and certain additional permitted
businesses; (viii) engage in certain transactions with affiliates; and (ix) merge, consolidate or transfer or sell all or substantially all of its assets. These covenants are subject to a
number of important
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qualifications and exceptions as set forth in the Indenture. Additionally, upon the occurrence of specified change of control events, APLD ComputeCo 2 must offer to
repurchase the 2031 6.750% Notes at 101% of the principal amount, plus accrued and unpaid interest, if any, to, but excluding, the purchase date. The 2031 6.750% Notes
Indenture also provides for customary events of default.

In connection with the 2031 6.750% Notes, the Company provides a customary completion guarantee with respect to each Project, which requires the Company to provide the
Issuer with funds as necessary to ensure the achievement of the applicable commencement milestones under the related data center leases in the event that the proceeds of the
2031 Notes and other available funds are insufficient.

As of May 31, 2026, remaining unamortized deferred financing costs related to the issuance of the 2031 Notes were $38.7 million.

Bridge Facility

On May 1, 2026, the Company's subsidiary APLD ComputeCo 3 LLC ("APLD ComputeCo 3"), along with APLD ComputeCo 3's wholly owned subsidiaries as subsidiary
guarantors, entered into a Credit and Guaranty Agreement with Goldman Sachs Bank USA, as administrative agent and as collateral agent (in such capacity, the “Bridge
Facility Collateral Agent”), and the Lenders party thereto, providing for a bridge loan facility in an aggregate principal amount of $300 million (the “Bridge Facility”). The
Bridge Facility bears interest at a rate per annum equal to, depending on the type of loans under any Borrowing, either Daily Simple SOFR plus 2.75% per annum or the Base
Rate plus 1.75% per annum, and matures on April 30, 2027.

Proceeds of the Bridge Facility were or will be used to (i) pay transaction expenses in connection with the Loan Documents (as defined therein), (ii) fund the construction and
improvement of ELN-04, (iii) fund the purchase of equipment expected to be installed and used for the improvements of ELN-04, and (iv) pay other costs, fees, expenses or
amounts related to or in connection with the development and construction of ELN-04.

In connection with the Bridge Facility, (i) APLD ComputeCo 3 and the subsidiary guarantors have entered into a Collateral Agency, Security and Depositary Agreement, as
grantors thereunder, in favor of the Bridge Facility Collateral Agent, pursuant to which APLD ComputeCo 3 and the subsidiary guarantors pledged a continuing security
interest in substantially all of their respective assets, (ii)) APLD HPC Holdings 2 LLC, as parent of APLD ComputeCo 3, entered into a Pledge Agreement in favor of the Bridge
Facility Collateral Agent, pursuant to which it pledged the equity interests in APLD ComputeCo 3, and (iii) the Company provided a full recourse parent guarantee (the “Parent
Guarantee”) in favor of the Bridge Facility Collateral Agent. In accordance with ASC 470-10-45-14(a), the Company reclassified the Bridge Facility on the consolidated
balance sheets to long-term given the Company had the intent and ability to refinance the short-term obligation on a long-term basis.

2026 Revolving Credit Facility

On May 29, 2026, APLD Intermediate HoldCo LLC, a subsidiary of the Company ("Intermediate HoldCo"), and certain other subsidiaries of the Company entered into a Credit
Agreement with First National Bank of Omaha, as administrative agent and collateral agent, and the lenders and issuing banks party thereto, providing for a revolving credit
facility in an initial aggregate principal amount of $350 million with an additional accordion option of up to $200 million (the “2026 Revolving Credit Facility”). The 2026
Revolving Credit Facility bears interest at a rate per annum equal to, at the borrower’s election, either Term SOFR plus 2.25% or the Alternate Base Rate plus 1.25%.
Additionally, there is an unused commitment fee of 0.25% per annum based on the daily unused amount, payable quarterly in arrears at the end of each quarter. The 2026
Revolving Credit Facility matures on the earlier of (i) May 29, 2029 and (ii) the date that is ninety-one (91) days prior to a specified date under the Preferred Equity Purchase
Agreement. The 2026 Revolving Credit Facility is guaranteed by the Company, the borrower, and certain of the Company's subsidiaries (collectively, the "2026 Revolving
Credit Facility Loan Parties") and is secured by substantially all assets of the Loan Parties, subject to certain exclusions. As of May 31, 2026, approximately $65.0 million of
standby letters of credit were outstanding under the 2026 Revolving Credit Facility.
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9. Balance Sheet Components

Certain balance sheet components are as follows (in thousands):

May 31, 2026 May 31, 2025
Prepaid expenses and other current assets

Short term equipment deposit $ 500,290 $ —
Deferred issuance costs 3,397 5,469
Short term lease incentive 6,231 1,290
Related party loan receivable 58,632 —
Prepaid expenses 24,471 1,421
Other current assets 20,671 1,472

Total Prepaid expenses and other current assets $ 613,692 § 9,652

(M Balance as of May 31, 2026 consists of the promissory note with Base Electron. See Note 7 - Related Party Transactions for further discussion.

May 31, 2026 May 31, 2025
Other assets

Lease incentive $ 199,391 $ 84,416
Restricted cash 180,415 7,000
Deposits on assets and construction 47,719 69,500
Deferred construction costs 84 45
Goodwill (V 54,513 —
Deferred lease costs 10,729 7,342
Derivative assets @ 163,283 —
Investments in other companies ) 123,329 6,073
Investments in related party @ 2,000 —
Other 49,247 4,977

Total Other assets $ 830,710 § 179,353

M Balance as of May 31, 2026 consists of goodwill held at ChronoScale.

@ Balance as of May 31, 2026 consists of the fair value of derivative assets related to the preferred units and corresponding common units held by APLD HPC TopCo 2’s

noncontrolling interest. See Note 10 - Derivative Assets and Note 16 - Temporary Equity for further discussion.
©)

Assets.

The balance also includes an investment by the Company in Corintis SA ("Corintis") in exchange for Series Al preferred shares. During the quarter ended November 30,
2025, the Company invested $15.0 million in exchange for approximately 6% of Corintis's outstanding equity. The Series A1 preferred shares are convertible preferred
shares with no redemption rights. During the quarter ended May 31, 2026, the Company sold $5.0 million of Corintis's shares to a third party, bringing the Company's
investment in Corintis to $10.0 million, or approximately 4% of Corintis’s outstanding equity. The investment in Corintis is accounted for at cost under ASC 321 as it is
an equity security without a readily determinable fair value and is evaluated quarterly for impairment indicators. There were no impairment indicators during the fiscal

year ended May 31, 2026.

@ Includes a $2.0 million investment in Base Electron. See further discussion of the transaction in Note 7 - Related Party Transactions.
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May 31, 2026 May 31, 2025
Accrued liabilities
Accrued construction payables $ 307,812 $ —
Accrued expenses 81,311 23,354
Accrued interest 151,215 2,694
Other accrued liabilities 8,155 4,073
Total Accrued liabilities $ 548,493 $ 30,121
May 31, 2026 May 31, 2025
Other current liabilities
Construction retainer $ 95,848 $ 19,338
Other 1,641 93
Total Other current liabilities $ 97,489 § 19,431

10. Derivative Assets
APLD HPC TopCo 2's Noncontrolling Interest

The preferred units and corresponding common units associated with APLD HPC TopCo 2’s noncontrolling interest were determined to have embedded derivative features, the
Redemption features and the Contingent Dividend Rate Increase feature, requiring bifurcation and remeasurement at fair value at each reporting date, with the changes in fair
value recorded through earnings. The Redemption features are inclusive of the Investor put option upon a sale, APLD Holdings call option, and the Distribution Redemptions
(all as defined within the A&R UPA). Due to these redemption rights, at each balance sheet date, the Company is required to adjust the carrying value of the derivatives to fair
value and record any changes in fair value within earnings. The Company engaged a third party valuation specialist in determining the value of the embedded derivatives using
a binomial lattice model, which includes Level 3 unobservable inputs. The key inputs used were the estimated credit spread of the associated preferred stock and corresponding
common units, volatility, and risk-free rate of the derivative assets:

Tranche 1 Tranche 2 Tranche 3 Tranche 4
October 6, 2025 November 26, 2025 December 9, 2025 May 31, 2026
Tranche amount $ 112,500,000 $ 450,000,000 $ 337,500,000 $ 925,000,000
Expected maturity date October 6, 2032 October 6, 2032 October 6, 2032 October 6, 2032
Credit spread (annual) 9.00 % 9.66 % 9.50 % 9.00 %
Yield volatility 35.0% 35.0% 35.0% 40.0 %
Put right/trigger event de minimis de minimis de minimis de minimis
Risk-free rate USD Yield Curve USD Yield Curve USD Yield Curve USD Yield Curve
Number of time-steps 100 100 100 100

As of May 31, 2026, the APLD HPC TopCo 2 derivative assets were fair valued at $163.3 million. During the fiscal year ended May 31, 2026, the Company recorded a loss of
$13.3 million which is included within the gain on change in fair value of derivatives assets within the consolidated statement of operations.

B&W Warrants

On November 4, 2025, the Company and B&W entered into an agreement under which the Company contributed $2.0 million to B&W in exchange for 500,000 shares of
B&W’s common stock and a warrant to purchase 2.6 million shares of B&W’s common stock with an exercise price of $4.11 (the “Initial Warrant”). Additionally, under the
agreement, to incentivize the Company to execute a definitive agreement with B&W related to B&W designing and installing natural gas technology that will provide one
gigawatt of efficient energy for an APLD Al data center, B&W agreed to issue an additional warrant to purchase 7,860,000 shares of common stock for $4.11 per share (the
“Additional Warrant”) to the Company upon execution of such a definitive agreement.
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The warrants were determined to be derivative assets and were required to be measured at fair value at issuance under ASC 815. They will be remeasured at fair value at each
reporting date with changes in fair value reported on the consolidated statement of operations. To allocate the initial contribution between the common stock and the warrants,
the Company determined the fair value of each and utilized the relative fair value allocation method. The B&W warrants are measured at fair value using the Black-Scholes
Option Pricing model. Inherent in pricing models are assumptions related to expected share-price volatility, contractual term, risk-free interest rate and dividend yield, which
are considered Level 3 inputs. The estimated fair value of the B&W Warrants are based on the following significant inputs:

Initial Warrants Additional Warrants As of
November 4, 2025 March 18, 2026 May 31, 2026
Time to expiry 7 years 6.63 years 6.43 years
Stock price $ 3.74 $ 14.17 $ 18.45
Volatility 115.0 % 110.0 % 110.0 %
Risk-free rate 3.84 % 3.98 % 4.19 %
Dividend yield —% — % —%

On February 26, 2026 a definitive agreement was executed between Base Electron and B&W, with the Company as the guarantor. On March 18, 2026, the Company entered
into an Assignment and Assumption Agreement, by and among the Company, Base Electron, B&W, and B&W Enterprises ("BWE"), pursuant to which the Company partially
assigned its rights with respect to the Additional Warrants (such partial assignment representing the right to purchase up to 5,230,000 shares of BWE common stock) to Base
Electron. The warrants were assigned by the Company to Base Electron in connection with Base Electron’s entry into a Design-Build Agreement with B&W for no
consideration from Base Electron. On March 18, 2026, the Company received the remaining Additional Warrants (representing the right to purchase up to 2,630,000 shares of
BWE common stock). Base Electron is an independent power producer owned and managed by a combination of third parties, as well as certain officers and directors of the
Company acting in their individual capacities, for the purpose of developing stabilized power generation and infrastructure to support the broader Al industry.

During the fiscal year ended May 31, 2026, the Company recorded a gain of $89.2 million, which is included within the gain on change in fair value of derivatives assets within
the consolidated statement of operations.

11. Variable Interest Entities

Based upon the criteria set forth in ASC 810, Consolidation, the Company consolidates VIEs in which it has a controlling financial interest and is therefore deemed the primary
beneficiary. A controlling financial interest will have both of the following characteristics: (a) the power to direct the VIE activities that most significantly impact economic
performance; and (b) the obligation to absorb the VIE losses and the right to receive benefits that are significant to the VIE.

Consolidated VIE

As of November 30, 2025, the Company has determined that it was the primary beneficiary of one VIE, APLD HPC TopCo 2 LLC (“TopCo 2”), as it has both the power to
direct the activities that most significantly impact the entity’s economic performance and the obligation to absorb losses or the right to receive benefits that could potentially be
significant to the VIE. Additionally, under the A&R UPA (as defined below), the Company is required to fund its portion of the equity to TopCo 2 for the applicable project at
the rate of $750,000 per MW of capacity (less any equity capital previously invested in the project by the Company or any of its subsidiaries).

As previously disclosed, on January 13, 2025, APLD HPC Holdings LLC (formerly, APLD ELN-02 Holdings LLC), an indirect wholly owned subsidiary of the Company,
entered into a Unit Purchase Agreement (the “UPA”) for its HPC Hosting Business with MIP VI HPC Holdings, LLC, an affiliate of Macquarie Asset Management (“MAM?”).
On February 11, 2025, APLD HPC Holdings LLC novated and assigned its rights, title and interests and duties, liabilities and obligations under the UPA to APLD HPC TopCo
LLC, an indirect wholly-owned subsidiary of the Company (“TopCo 17). On October 3, 2025, the Company, TopCo 1, APLD HPC TopCo 2 LLC, an indirect wholly-owned
subsidiary of the
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Company, and MIP HPC Holdings, LLC (formerly, MIP VI HPC Holdings, LLC) entered into an Amended and Restated Unit Purchase Agreement (the “A&R UPA”).

On October 6, 2025, TopCo 2 completed the initial closing under its A&R UPA, selling 112,500 preferred units for $112.5 million and issuing 75,000 common units
representing 7.5% of its fully diluted common equity. In addition, pursuant to the A&R UPA, on October 6, 2025, the Company issued warrants to purchase an aggregate of
2.4 million shares of the Company’s common stock as described in Note 14 - Warrants. On November 25, 2025, TopCo 2 completed a second closing under its A&R UPA,
selling 450,000 preferred units for $450.0 million, no common units were issued. On December 9, 2025, TopCo 2 completed a third closing under its A&R UPA, selling
337,500 preferred units for $337.5 million and issuing an additional 27,778 common units. On May 29, 2026, TopCo 2 completed a fourth closing under its A&R UPA, selling
925,000 preferred units for $925.0 million and issuing an additional 41,815 common units. This brought the total amount funded to date under the A&R UPA to $1.8 billion as
of May 31, 2026 and MIP HPC Holdings, LLC holdings to 13.5% of TopCo 2’s fully diluted common equity. The issuance of the preferred units at closing resulted in a
redeemable noncontrolling interest - see Note 16 - Temporary Equity for further discussion.

The purpose of TopCo 2 is to design, build and operate high-performance, sustainably engineered data centers and colocation services for artificial intelligence, cloud, and
networking workloads in North Dakota. TopCo 2 is a bankruptcy-remote legal entity with separate assets and liabilities. The creditors of TopCo 2 have recourse to the
Company’s assets and general credits. The following table presents the assets and liabilities held by TopCo 2 as of May 31, 2026, which are included in the consolidated
balance sheets (in thousands):

May 31, 2026
Assets:
Cash and cash equivalents $ 3,505,509
Restricted cash 200,717
Accounts receivable 24,546
Prepaid expenses and other current assets 538,428
Property and equipment, net 4,012,167
Other assets 597,949
Total assets $ 8,879,316
Liabilities:
Accounts payable $ 361,209
Accrued liabilities 523,816
Current portion of debt 293,743
Current deferred revenue 4,697
Due to customer 7,407
Other current liabilities 97,571
Long-term debt 4,349,907
Total liabilities $ 5,638,350

Third-party equity ownership interests in TopCo 2 represents a noncontrolling interest and is presented as temporary equity in the consolidated balance sheets separate from the
Company’s stockholders’ equity. The amount of net income (loss) attributable to noncontrolling interests is disclosed in the consolidated statement of operations.

Unconsolidated VIE

As discussed in Note 7 - Related Party Transactions, Base Electron is a related party formed to develop power generation and infrastructure projects supporting the broader Al
industry. The Company has determined that Base Electron is a VIE
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because it does not have sufficient equity at risk to finance its activities without additional subordinated financial support. The Company's variable interests in Base Electron
consist of its equity investment and related party promissory note.

Additionally, the Company has determined that it is not the primary beneficiary of Base Electron because it does not have the power to direct the activities that most
significantly impact Base Electron's economic performance. Accordingly, the Company does not consolidate Base Electron because ASC 810 requires both power and
economics for consolidation.

As of May 31, 2026, the carrying value of the Company's investment in Base Electron was $2.0 million and the outstanding balance of the related party promissory note was
$58.6 million, which together reflect the Company's maximum exposure to loss. The Company is not contractually required to provide financial support to Base Electron and
did not provide material non-contractual financial support during the fiscal year ended May 31, 2026.

12. Income Taxes

The components of consolidated income before taxes from continuing operations were as follows (in thousands):

May 31, 2026 May 31, 2025 May 31, 2024
United States $ (181,532) $ (230,963) $ (149,575)
Foreign — — —
Consolidated income before taxes from continuing operations $ (181,532) § (230,963) $ (149,575)

Income tax expense from continuing operations for the fiscal years ended May 31, 2026, 2025, and 2024 consisted of the following (in thousands):

May 31, 2026 May 31, 2025 May 31, 2024

Current expense
Federal $ 1,419 § — $ —
Foreign — _ _
State 368 102 96
Total current expense 1,787 102 96
Deferred expense (benefit)

Federal — _ _
Foreign — — _
State — — _
Total deferred expense — — _
Total income tax expense $ 1,787 $ 102 $ 96

Beginning in the fiscal year ending May 31, 2026, the Company adopted ASU 2023-09 prospectively as described in Note 2 - Significant Accounting Policies. A reconciliation
of the statutory income tax rate from continuing operations to the Company's effective tax rate pursuant to the disclosure requirements of ASU 2023-09 for the fiscal year ended
May 31, 2026 is as follows:
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Amount %

U.S. federal statutory income tax rate $ (38,122) 21.0 %
Tax credits — — %
Non-taxable or non-deductible items

Stock-based compensation (6,593) 3.6 %
Excess officer's compensation 37,952 (20.8)%
Other 2,173 (L.1)%
Cross-border tax laws — —%
Other reconciling items — — %
Changes in tax laws — —%
Changes in valuation allowances 6,086 (3.5%

State and local income taxes, net of federal income tax (" 291 (0.2)%

Foreign tax effects — — %

Changes in unrecognized tax benefits = —%

Totals $ 1,787 (1.0)%

() The state that contributes to majority of the tax effects in this category is North Dakota.

The following table reconciles the statutory rate to the Company's effective tax rate for the fiscal years ended May 31, 2025 and 2024:

May 31, 2025 May 31, 2024

Expected income tax rate at the U.S. statutory rate 21.0 % 21.0 %

Stock-based compensation (0.9% 2.0 %

State income taxes, net of federal tax benefit —% (0.1)%

Convertible debt instruments (12.D)% 2.1)%

Change in valuation allowance (7.5)% (19.8)%

Other, net (0.5)% (1.1)%
Income tax expense (benefit) —% 0.1)%
Cash paid for income taxes, net of refunds received, by jurisdiction pursuant to disclosure requirements of ASU 2023-09 for the year ending May 31, 2026 is as follows:

May 31, 2026

U.S. Federal —

U.S. States
Texas 148
Massachusetts 64
Tennessee 25

Other 4

Foreign —

241

Cash paid for income taxes, net of refunds received

Cash paid for income taxes, net of amounts refunded, for years ending May 31, 2025 and May 31, 2024 were immaterial.

Deferred income taxes reflect the temporary differences between the amounts at which assets and liabilities are recorded for financial reporting purposes and the amounts

utilized for tax purposes. The primary components of the temporary
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differences that gave rise to the Company's deferred tax assets and liabilities for the fiscal years ended May 31, 2026 and 2025 are as follows (in thousands):

May 31, 2026 May 31, 2025
Deferred tax assets
Net operating loss $ 159,266 $ 59,963
Stock-based compensation 3,831 2,006
Capitalized research and development 4,728 13,088
Interest expense 19,008 12,759
Lease liability 15,762 17,587
Investment in partnership 23,517 —
Other 202 824
Deferred tax assets, gross 226,314 106,227
Less: valuation allowance (176,210) (65,856)
Total deferred tax assets, net 50,104 40,371
Deferred tax liabilities
Investments (23,212) —
Property and equipment (8,436) (18,887)
Right of use assets (18,456) (21,484)
Other — —
Total deferred tax liability, net (50,104) (40,371)
Net deferred tax asset $ ) —

As of May 31, 2026, the deferred tax assets, deferred tax liabilities and valuation allowance depicted in the table above, include $63.1 million of deferred tax assets, $1.5
million of deferred tax liabilities and $61.6 million of related valuation allowances associated with discontinued operations balance sheet.

The Company had $1.0 billion and $399.6 million of federal and state tax net operating losses at May 31, 2026 and 2025, respectively. At May 31, 2026, $440.7 million is
available indefinitely to offset future income. The remaining carryforward amounts expire at varying dates beginning in 2028.

A valuation allowance is provided when it is more likely than not that some portion or the entire net deferred tax asset will not be realized. The Company has recorded an
increase in the valuation allowance of $110.4 million as of May 31, 2026. Of the valuation allowance increase, $8.6 million was through current year activity and $101.8
million is equity related from Purchase Accounting. The Company has provided a valuation allowance for the portion of the deferred tax assets that it has determined are not
more likely than not to be recognized.

The valuation allowance is primarily attributable to deferred tax assets for net operating losses that management believes are more likely than not to expire prior to being
realized. The ultimate realization of the deferred tax assets is dependent upon the generation of future taxable income of the appropriate character (i.e., capital or ordinary)
during the period in which the temporary differences become deductible. Management considers, among other things, the scheduled reversals of deferred tax liabilities and the
history of positive taxable income in evaluating the realizability of the deferred tax assets. Management believes that it is not likely that the results of future operations will
generate sufficient taxable income to realize its deferred tax assets. Under the provisions of the Internal Revenue Code, certain substantial changes in the Company’s ownership,
including a sale of the Company or significant changes in ownership due to sales of equity, may have limited, or may limit in the future, the amount of net operating loss
carryforwards that could be used annually to offset future taxable income. Any potential limitations would not have a material impact on the financial statements due to the full
valuation allowance maintained against the deferred taxes for net operating loss carryforwards.
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The following table presents the beginning and ending balance of the Company's unrecognized tax benefits for the year ended May 31, 2026 (in thousands):

Balance, June 1, 2026 $ —
Additions based on tax positions in the current year —
Additions based on tax positions related to prior years ) $ 1,800

Reductions for tax positions of prior years —
Settlements with taxing authorities _
Expiration of statue of limitations —

Balance, May 31, 2026 $ 1,800

@ The Company recognized $1.8 million of unrecognized tax benefits for the year ended May 31, 2026, all of which relate to discontinued operations from the Ekso business
at ChronoScale. The Company did not have any unrecognized tax benefits for the year ended May 31, 2025.

The Company recognizes interest expense related to unrecognized tax benefits in income tax expense. The Company did not have any interest expense or expense for penalties
related to unrecognized tax benefits for the reported periods.

The Company is subject to U.S. federal and state income tax examinations. Tax years ending May 31, 2023 through May 31, 2026 are open to examination by the major taxing
jurisdictions to which the Company is subject, as carryforward attributes generated in these years may still be adjusted upon examination by the Internal Revenue Service (IRS)
or other authorities if they have or will be used in a future period. The Company is not currently under examination by the IRS or any other taxing jurisdictions for any tax
years.

13. Stockholders' Equity

Common Stock

June 2025 At-the-Market Sales Agreement

On June 2, 2025, the Company entered into a Sales Agreement with Northland Securities, Inc. and Wells Fargo Securities, LLC (the “June 2025 Sales Agreement”), pursuant to
which, up to $200,000,000 of shares of the Company's common stock may be issued if and when sold. As of the date of this report, the Company has issued and sold
approximately 15.3 million shares under the June 2025 Sales Agreement for gross proceeds of approximately $196.4 million.

Increase In Authorized Shares

On November 5, 2025, at the Annual Stockholders’ Meeting, the Company’s stockholders approved an amendment to the Second Amended and Restated Articles of
Incorporation, increasing the number of shares of common stock authorized for issuance thereunder to 600,000,000 shares, which became effective upon filing on November 6,
2025.

Treasury Stock

Retirement

On October 7, 2025, the Board of Directors authorized and approved 9,291,199 shares of the Company’s capital stock that was currently held in treasury stock to be retired and
returned to the authorized but unissued capital stock.

Settlement of Prepaid Forward Transaction

On November 3, 2025, the Company’s Prepaid Forward Transaction associated with the Convertible Notes matured and the Company received 7,165,300 shares of common
stock which are now held in treasury stock as of May 31, 2026.
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14. Warrants

A summary of warrant activity for the year ended May 31, 2026 is presented below:

Weighted-Average Exercise Weighted-Average Remaining Contractual

‘Warrants Price Life (Years)
Outstanding at June 1, 2025 18,097,718 $ 7.63 8.52
Granted 10,793,611 10.20 8.27
Forfeited — — —
Exercised (800,300) 7.83 —
Outstanding at May 31, 2026 28,091,029 § 8.61 7.86
Al Warrants

The Company issued warrants to purchase up to 3,000,000 shares of Common Stock related to the Al Bridge Loan during the fiscal year ended May 31, 2024 (the “Al
Warrants”). The AI Warrants are exercisable upon payment of the applicable exercise price in cash or through cashless exercise for a period of five years. 1,500,000 AI Warrants
have an exercise price of $10.00 per share of Common Stock and 1,500,000 AI Warrants have an exercise price of $7.50 per share of Common Stock. As of May 31, 2026, all
of the AI Warrants were outstanding.

Macquarie Warrants

On November 27, 2024, as partial consideration for the Macquarie Promissory Note, the Company issued warrants to purchase up to 1,035,197 shares of the Company’s
common stock (the "Macquarie Warrants") to Macquarie Equipment Capital, Inc. ("MEC"). The Macquarie Warrants are exercisable from and after the date that is six months
following the date of issuance thereof and will have a five and one-half-year term and an exercise price of $9.66 per share, which exercise price must be paid in cash. The
Macquarie Warrants survived the termination of the Macquarie Promissory Note and remain outstanding as of May 31, 2026. On October 31, 2025, MEC assigned the
Macquarie Warrants and its rights under the Registration Rights Agreement in connection therewith to Jane Street Global Trading, LLC (“Jane Street”) and on or around May
15,2026, Jane Street assigned all of its right, title and interest in and to Macquarie Warrants to Wells Fargo Bank, National Association ("WFBNA").

STB Warrant

On February 27, 2025, the Company issued a warrant to STB Applied Holdings LLC to purchase 1,000,000 shares of the Company’s common stock at the exercise price of
$7.83 per share (the “STB Warrant”) for consideration of $50,000. The warrant is exercisable upon payment of the applicable exercise price in cash or through cashless exercise
for a period of five years from the Initial Exercise Date. As of May 31, 2026, 800,000 of the STB Warrants have been exercised for $6.3 million.

CoreWeave Warrants

On May 28, 2025, in connection with the entry into the data center leases with CoreWeave for Building 2 and Building 3 (the "CoreWeave Leases"), the Company issued to
CoreWeave a warrant (the “CoreWeave Warrant”) to acquire up to 13,062,521 shares of the Company's common stock at an exercise price of $7.19 per share, subject to
adjustment in accordance with the terms and conditions set forth in the CoreWeave Warrant. The CoreWeave Warrant is exercisable upon issuance, upon payment of the
applicable exercise price in cash or through cashless exercise for a period of 10 years. On June 9, 2025, CoreWeave assigned a portion of the CoreWeave Warrant to acquire up
to 6,531,261 shares of the Company's common stock to PEAK6 Capital Management, LLC (the “PEAK6 Warrant”). CoreWeave concurrently assigned the remaining portion of
the CoreWeave Warrant to acquire up to 6,531,260 shares of the Company's common stock to Jane Street (the “Jane Street CW Warrant”), and on or around May 15, 2026, Jane
Street assigned all of its right, title and interest in and to the Jane Street CW Warrant to WFBNA. As of May 31, 2026, 300 warrant shares have been exercised through cashless
exercise.
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Additionally, on August 28, 2025, in connection with the entry into the Building 4 Lease, the Company issued to CoreWeave a warrant (the “Building 4 Warrant”) to acquire up
to 8,393,611 shares of the Company’s common stock at an exercise price of $10.75 per share, subject to adjustment in accordance with the terms and conditions set forth in the
Building 4 Warrant. The Building 4 Warrant is on the same Form of Warrant as the initial CoreWeave Warrant. On October 31, 2025, CoreWeave assigned the Building 4
Warrant and its rights under the CoreWeave Registration Rights Agreement to Jane Street and on or around May 15, 2026, Jane Street assigned all of its right, title and interest
in and to the Building 4 Warrant to WFBNA.

The Building 4 Warrant was measured at fair value using the Black-Scholes Option Pricing model. Inherent in pricing models are assumptions related to expected share-price
volatility, contractual term, risk-free interest rate and dividend yield, which are considered Level 3 inputs. The estimated fair value of the Building 4 Warrant was based on the
following significant inputs:

Building 4 Warrant
Contractual term 10 years
Volatility 80 %
Risk-free rate 4.18 %
Dividend yield — %

The resulting fair value of the Building 4 Warrant was $14.44 per share, totaling $121.2 million, which was recorded to lease incentive asset and additional paid in capital on
the Company's consolidated balance sheets, and will be amortized over the life of the Building 4 Lease once it commences.

MAM Warrants

On October 6, 2025, in connection with the Amended and Restated Unit Purchase Agreement dated October 3, 2025 (the “Purchase Agreement”), the Company issued MIP VI
REIT AIV, L.P. and MIP VI DC REIT AIV, L.P. two warrants (the “MAM Warrants”) to acquire up to 2,400,000 shares of the Company’s common stock at an exercise price of
$8.29 per share, subject to adjustment in accordance with the terms and conditions set forth in the warrants.

The MAM Warrants were measured at fair value using the Black-Scholes Option Pricing model. Inherent in pricing models are assumptions related to expected share-price
volatility, contractual term, risk-free interest rate and dividend yield, which are considered Level 3 inputs. The estimated fair value of the MAM Warrants are based on the
following significant inputs:

MAM Warrants
Contractual term 5.5 years
Volatility 95 %
Risk-free rate 3.76 %
Dividend yield —%

The resulting fair value of the MAM Warrants was $24.47 per share, totaling $58.7 million. The Company elected a relative fair value approach to record the warrants as part of
the overall MAM transaction and as such, $34.2 million, net of issuance costs, was recorded as additional paid in capital on the Company's consolidated balance sheets.

15. Stock-Based Compensation Plans

Management Incentive Plan

On May 5, 2026, the Company completed the separation of its cloud business in a series of transactions that resulted in the Company owning approximately 97% of the issued
and outstanding equity of ChronoScale Corporation. On July 1, ChronoScale Corporation completed a holding company transaction, as a result of which the holding company
became the public parent, ChronoScale Holdings Corporation ("ChronoScale").

Prior to the transaction close, the Company established a management incentive plan (the "MIP") designed to align the interests of key management personnel of the Company

with the long-term performance of ChronoScale. The MIP was established through newly formed entities within the ChronoScale holding structure, including APLD
ChronoScale HoldCo
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LLC (“HoldCo”) and APLD ChronoScale Management LLC (“Management LLC”). Management LLC was formed solely to hold Class B units of HoldCo and to issue
corresponding MIP units to participants. Each MIP unit issued by Management LLC corresponds on a one-for-one basis to a Class B unit held by Management LLC in HoldCo.

The MIP units granted during the year ended May 31, 2026 were fully vested on the grant date of April 9, 2026 and did not contain substantive service, performance, or market
conditions. Accordingly, the Company recognized the grant-date fair value of the MIP units as stock-based compensation expense on the grant date. Because the awards are
equity-classified, the grant-date fair value is not subsequently remeasured unless the awards are modified. Any future distributions on vested MIP units will be recorded as
reductions to retained earnings.

During the year ended May 31, 2026, the Company granted approximately 9,266,082 MIP units with a weighted-average grant-date fair value of $5.17 per unit. The Company
recognized stock-based compensation expense of $47.9 million related to the MIP units during the year ended May 31, 2026. As of May 31, 2026, there was no remaining
unrecognized compensation cost related to the MIP units as the awards were fully vested on the grant date.

2024 Plan

On October 8, 2024, the Company’s Board of Directors approved the Applied Digital Corporation 2024 Omnibus Equity Incentive Plan (the “2024 Plan”), which the
Company’s stockholders approved on November 20, 2024. The 2024 Plan provides for grants of various equity awards to eligible employees, officers, non-employee directors
and other service providers. Upon stockholder approval of the 2024 Plan, the 2022 Plans (as defined below) were terminated; provided that all awards (as defined in the 2022
Plans) outstanding under the 2022 Plans continued in effect in accordance with their terms.

On November 5, 2025, at the Annual Stockholders’ Meeting, the Company’s stockholders approved an amendment to the 2024 Plan to increase the number of shares of
common stock authorized for issuance thereunder by 15 million shares.

2022 Plans

On October 9, 2021, the Company’s Board of Directors (the “Board”) approved two equity incentive plans, which the Company’s stockholders approved on January 20, 2022.
The two plans consist of the 2022 Incentive Plan, previously referred to in the Company’s SEC filings as the 2021 Incentive Plan (the “Incentive Plan”), which provided for
grants of various equity awards to the Company’s employees and consultants, and the 2022 Non-Employee Director Stock Plan previously referred to in the Company’s SEC
filings as the 2021 Non-Employee Director Stock Plan (the “Director Plan” and, together with the Incentive Plan, the “2022 Plans”), which provides for grants of restricted
stock to non-employee directors and for potential deferral of cash and stock compensation.

As of May 31, 2026, the Company had issued awards of approximately 23.2 million shares of common stock of the Company under the 2022 Plans, 19.7 million shares of
common stock under the 2024 Plan, and 600,000 shares of common stock outside of either plan, related to an employment inducement award. As of May 31, 2026, there are
approximately 6.0 million shares of common stock available for issuance under the 2024 Plan. During the third fiscal quarter of the year ended May 31, 2026, under the 2024
Plan, the Company issued 100,000 shares to certain consultants in settlement of outstanding awards.

The Company capitalizes a portion of stock-based compensation costs for employees who work directly on construction and development of the Company's data centers. The
Company recognized stock-based compensation associated with the 2022 and 2024 Plans as follows (in thousands):

May 31, 2026 May 31, 2025 May 31, 2024
Services cost of revenue $ 3202 $ 2,936 $ 1,955
Data center rental and other cost of revenue 519 % — 3 —
Selling, general, and administrative 216,402 18,094 15,153
Capitalized (V 5,012 1,465 207
Total stock-based compensation $ 225,135 § 22,495 § 17,315

(M Capitalized to CIP in the consolidated balance sheets.
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Restricted Stock Awards
The following is a summary of the activity and balances for unvested restricted stock awards outstanding:

Weighted Average Grant Date Fair Value

Number of Shares Per Share
Outstanding as of June 1, 2025 271,444 $ 3.55
Granted _ _
Vested (235,722) 3.52
Forfeited — —
Outstanding as of May 31, 2026 35,722 $ 3.73

As of May 31, 2026, total remaining expense to be recognized related to these awards was $0.1 million and the weighted average remaining recognition period for the unvested
awards was 0.8 years.

Restricted Stock Units

The following is a summary of the activity and balances for unvested restricted stock units outstanding:

Weighted Average Grant Date Fair Value

Number of Shares Per Share
Outstanding as of June 1, 2025 6,659,830 $ 6.56
Granted 6,301,840 26.41
Vested (4,464,156) 8.85
Forfeited (531,681) 8.42
Outstanding as of May 31, 2026 7,965,833 $ 20.87

As of May 31, 2026, total remaining expense to be recognized related to these awards was $144.0 million and the weighted average remaining recognition period for the
unvested awards was 2.6 years.

Performance Stock Units

Performance stock units (“PSUs”) represent a right to receive a certain number of shares of common stock based on the achievement of performance goals and continued
employment during the vesting period (provided that the PSUs may remain outstanding and eligible to vest following certain terminations). PSUs granted by the Company vest
depending on the achievement of certain Company and individual performance financial, operational and/or market-price driven measures, which must occur on or prior to the
deadline set forth in each applicable PSU award. The fair value of PSUs, except PSUs for which vesting is based on the market price, is based on the closing price on the date
of grant. The compensation expense related to these PSUs is recognized over the vesting period when the achievement of the performance conditions becomes probable. The
total compensation cost for the PSUs is determined based on the most likely outcome of the performance conditions and the number of awards expected to vest.

PSUs that Vest Based on Market Price

On January 6, 2026, the Company granted the CEO 4.5 million PSUs with market-price based and service-based vesting conditions. The awards vest based on the achievement
of certain stock price targets, subject to his continued full-time employment with the Company through the applicable vesting date (except that continued employment is not
required if his employment is terminated by the Company without “cause,” he resigns for “good reason,” he dies or incurs a “disability,” or the Company elects not to renew his
employment term). The total grant date fair value of the awards was determined to be $122.1 million, with each tranche of the awards representing approximately $42.7 million,
$40.6 million, and $38.8 million of the total expense, respectively.
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The fair value of the PSUs was calculated on the grant date using a Monte Carlo simulation model. The estimated fair value at grant date was based on the following significant
inputs:

January 6, 2026
Valuation date stock price $30.26
Simulation term 5.0 years
Expected volatility 100.62 %
Risk-free rate 3.69 %
Dividend yield —%

The following is a summary of the activity and balances for unvested performance stock units outstanding:

Weighted Average Grant Date Fair Value

Number of Shares Per Share
Outstanding as of June 1, 2025 7,207,500 $ 6.59
Awarded 7,485,000 29.42
Vested — —
Forfeited (306,250) 7.23
Outstanding as of May 31, 2026 14,386,250 $ 18.45

As of May 31, 2026, total remaining expense to be recognized related to these awards was $135.1 million and the weighted average remaining recognition period for the
unvested awards was 2.5 years.

16. Temporary Equity

Preferred Stock

The following is a summary of the activity and balances for preferred stock during the fiscal years ended May 31, 2025 and May 31, 2026 (in thousands, other than share data):

Series E Redeemable Series F Convertible Series E-1 Redeemable Series G Convertible
Preferred Stock Preferred Stock Preferred Stock Preferred Stock

Shares Amount Shares Amount Shares Amount Shares Amount
Outstanding as of June 1, 2024 — $ — — 3 — — S = — 3 =
Issuances, net of costs 301,673 6,932 53,191 48,350 62,500 57,026 78,000 72,094
Conversions — — (53,191) (48,350) — — — —
Redemptions — — — — (15) (15) — —
Outstanding as of May 31, 2025 301,673 $ 6,932 — $ — 62,485 $ 57,011 78,000 $ 72,094
Issuances, net of costs — — — — — 10 835,800 803,091
Conversions — — — — — — (913,800) (875,185)
Redemptions (25,000) (626) — — (576) (561) — —
Outstanding as of May 31, 2026 276,673 $ 6,306 — 3 — 61,909 $ 56,460 — $ —

Series E Redeemable Preferred Stock

During the fiscal year ended May 31, 2025, the Company closed on four offerings of the Series E Redeemable Preferred Stock (the “Series E Preferred Stock™). The Company
sold total shares of 301,673 for proceeds of $6.9 million net of issuance costs of $0.6 million. The Series E Preferred Stock offering was terminated on August 9, 2024.

113



APPLIED DIGITAL CORPORATION AND SUBSIDIARIES
Notes to the Consolidated Financial Statements
For the Fiscal Year Ended May 31, 2026

The shares of Series E Preferred Stock have no voting or conversion rights. Holders of the Series E Preferred Stock are entitled to receive cumulative dividends at a fixed rate
of 9.0% per annum. Dividends are calculated based on a 360-day year, declared and accrued monthly, and payable at the discretion of the Board of Directors out of legally
available funds. Dividends must be fully paid for all past periods before any distributions can be made to common stockholders or any junior series of equity securities. During
the fiscal years ended May 31, 2026 and May 31, 2025, the Company declared and paid approximately $655,000 and $610,000, respectively, of dividends related to Series E
Preferred Stock as presented on the consolidated statement of operations.

The Series E Preferred Stock ranks senior to all classes of common stock and junior to all existing and future debt of the Company. Additionally, it is on parity with any future
series of preferred stock with substantially identical terms but may rank junior to any future series of preferred stock if the holders of such series are entitled to rights and
preferences with priority over the holders of the Series E Preferred Stock. In the event of liquidation, holders are entitled to receive $25.00 per share (the “Series E Stated
Value”) plus any accrued but unpaid dividends before any distributions are made to common stockholders. The Series E Preferred Stock has no stated maturity and remains
outstanding indefinitely unless redeemed or repurchased by the Company.

Holders may require the Company to redeem any portion of their Series E Preferred Stock at any time for a "Settlement Amount" calculated as the Series E Stated Value plus
any unpaid dividends, less a Holder Optional Redemption Fee, equal to a percentage of the Series E Stated Value based on the year when the redemption occurs as follows:
9.00% prior to the first anniversary of the respective tranche closing date (the "Original Issuance Date"); 7.00% on or after the first anniversary but prior to the second
anniversary of the Original Issuance Date; 5.00% on or after the second anniversary but prior to the third anniversary of the Original Issuance Date: and 0.00% on or after the
third anniversary of the Original Issuance Date. The Settlement Amount can be settled in cash or shares of common stock, subject to a share cap, which limits the total shares
deliverable upon redemption to 19.99% of the common stock outstanding prior to the Series E Preferred Stock offering (25,475,751 shares, the “Share Cap”). Any portion of
the Settlement Amount exceeding the Share Cap will be settled in cash.

The Company may also redeem shares of Series E Preferred Stock after the second anniversary of the original issuance date, with a minimum notice of 10 days, at the
Company Optional Redemption Settlement Amount, which is equal to the Series E Stated Value per share plus any unpaid and accrued dividends. If the Company elects to pay
the redemption amount in shares, then the number of shares to be delivered will be calculated as the Company Optional Redemption Settlement Amount divided by the closing
price per share of the common stock on the date of the Company Optional Redemption exercise, subject to the Share Cap. During the fiscal year ended May 31, 2026, 25,000
shares of Series E Preferred Stock were redeemed.

Series E-1 Redeemable Preferred Stock

On September 23, 2024, the Company entered into a dealer manager agreement for the offering of up to 62,500 shares of Series E-1 Redeemable Preferred Stock, par value
$0.001 per share (“Series E-1 Preferred Stock™), at a price per share of $1,000 (the “Series E-1 Stated Value”). During the fiscal year ended May 31, 2025, the Company closed
on eight offerings in which the Company issued 62,500 shares for gross proceeds of $62.5 million. The Series E-1 Preferred Stock offering was completed as of May 31, 2025.

The shares of Series E-1 Preferred Stock have no voting or conversion rights. Holders of the Series E-1 Preferred Stock are entitled to receive cumulative dividends at a fixed
rate of 9.0% per annum of the Series E-1 Stated Value. Dividends are calculated based on a 360-day year, declared and accrued monthly, and payable at the discretion of the
Board of Directors out of legally available funds. Dividends on the shares of Series E-1 Preferred Stock must be fully paid for all past periods before any distributions can be
made to common stockholders or any junior series of equity securities. During the fiscal years ended May 31, 2026 and May 31, 2025, the Company declared and paid
approximately $5.6 million and $1.7 million, respectively, of dividends related to Series E-1 Preferred Stock as presented on the consolidated statement of operations.

The Series E-1 Preferred Stock ranks senior to all classes or series of common stock and junior to all existing and future debt of the Company. Additionally, the Series E-1
Preferred Stock is on parity with the Series E Preferred Stock and any future series of preferred stock with substantially identical terms but may rank junior to any future series
of preferred stock if the holders of such series are entitled to rights and preferences with priority over the holders of the Series E-1 Preferred Stock. In the event of liquidation,
holders of the Series E-1 Preferred Stock and holders of shares of any other class or
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series of capital stock ranking senior to or on a parity with the Series E-1 Preferred Stock, are entitled to receive an amount per share equal to the Series E-1 Stated Value plus
an amount per share that is issuable as a result of any accrued but unpaid dividends before any distributions are made to common stockholders. The Series E-1 Preferred Stock
has no stated maturity and remains outstanding indefinitely unless redeemed or repurchased by the Company.

Holders may require the Company to redeem any portion of their Series E-1 Preferred Stock at any time for a "Settlement Amount" calculated as the Series E-1 Stated Value
plus any unpaid dividends, less a Holder Optional Redemption Fee equal to a percentage of the Series E-1 Stated Value based on the year when the redemption occurs as
follows: 9.00% prior to the first anniversary of the respective tranche closing date (the "Original Issuance Date"); 7.00% on or after the first anniversary but prior to the second
anniversary of the Original Issuance Date; 5.00% on or after the second anniversary but prior to the third anniversary of the Original Issuance Date: and 0.00% on or after the
third anniversary of the Original Issuance Date. The Settlement Amount can be settled in cash or shares of common stock at the sole option of the Company, subject to a share
cap (if required by Nasdaq rules and regulations), which limits the total shares deliverable upon redemption to 19.99% of the common stock outstanding immediately prior to
the Series E-1 Preferred Stock offering (25,889,470 shares, the “Share Cap”), unless approval by the Company’s stockholders is obtained to exceed the Share Cap. Any portion
of the Settlement Amount exceeding this cap will be settled in cash. Holders may not redeem any shares of Series E-1 Preferred Stock for common stock prior to the first
anniversary of the Original Issuance Date.

The Company may also redeem shares of the Series E-1 Preferred Stock after the second anniversary of the Original Issuance Date, with a minimum notice of 10 days, at a
redemption price equal to the Series E-1 Stated Value plus any accrued but unpaid dividends. If the Company elects to pay the redemption amount in shares, then the number of
shares to be delivered will be calculated as the Settlement Amount divided by the closing price per share of the common stock on the last trading day prior to the date upon
which notice was provided to the holder, subject to the Share Cap, if applicable. During the fiscal year ended May 31, 2026, 576 shares of Series E-1 Preferred Stock were
redeemed.

Series G Convertible Preferred Stock

On April 30, 2025, the Company entered into the Preferred Equity Purchase Agreement (the “PEPA”) with certain investors for the issuance and sale of up to 156,000 shares of
Series G Convertible Preferred Stock (the “Series G Preferred Stock™) in a transaction (the “Private Placement”) pursuant to an exemption from registration under Section 4(a)
(2) of the Securities Act of 1933, as amended (the “Securities Act”). The shares of the Series G Preferred Stock may be put to the investors from time to time at the Company’s
discretion during the period commencing on April 30, 2025 (the “Commitment Date”) and terminating on the earlier of (i) the 36-month anniversary of the Commitment Date
or (ii) such date as there ceases to be a sufficient number of authorized but unissued shares of common stock remaining under the Exchange Cap (as defined in the PEPA).

The Series G Preferred Stock became convertible on June 3, 2025, the Registration Effective Date (as defined in the PEPA). Pursuant to the PEPA, the Company filed a
registration statement with the SEC, registering the resale of the shares of common stock issuable upon the conversion of the shares of Series G Preferred Stock, on June 3,
2025, as amended by the post-effective amendments filed with the SEC on September 23, 2025 and November 12, 2025, each of which was automatically effective upon filing.
Conversion of the Series G Preferred Stock is subject to a customary 4.99% beneficial ownership limitation, as well as a 19.99% conversion limitation pursuant to the
applicable Nasdaq Listing Rules (the “Exchange Cap”).

The Series G Preferred Stock ranks senior to all classes of common stock and junior to all existing and future debt of the Company. Upon any dissolution, liquidation or
winding up, whether voluntary or involuntary, holders of the Series G Preferred Stock will be entitled to receive distributions out of the assets of the Company in an amount per
share equal to the then-current Series G Preferred Stock stated value, whether capital or surplus, before any distributions are made on any shares of the Company's common
stock. The Series G Preferred Stock is on parity with the Series E Preferred Stock, Series E-1 Preferred Stock and any future series of preferred stock with substantially
identical terms.

Holders have the right to require the Company to redeem the Series G Preferred Stock under certain conditions, such as a Trading Failure, as defined in the Series G Preferred

Stock certificate of designation. If there is a Trading Failure, the redemption price is the greater of the Series G Preferred Stock stated value or the product of the lowest
conversion price during the period beginning on the date immediately preceding the Trading Failure and ending on the date the holder
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delivers a Redemption Notice, multiplied by the number of shares of common stock into which the preferred stock is convertible at the then-effective conversion price.

If any Investor is prevented from converting any portion of its Series G Preferred Stock because of the Exchange Cap, and such limitation continues for 18 months following
the date that is 18 months following the issuance of such Series G Preferred Stock, or, if earlier, the date that is 36 months following the Commitment Date, then the portion of
the Series G Preferred Stock held by such Investor at such time shall be redeemed by the Company, within 10 trading days after such earlier date, at a price equal to 110% of
the stated value of such Series G Preferred Stock.

On each conversion date, the conversion price for the Series G Preferred Stock being converted (the “Conversion Price”) will equal the greater of (i) 95% of the lowest daily
Volume Weighted Average Price for each of the five trading days immediately preceding the conversion date and (ii) the initial floor price of $4.25, which may be reduced by
the Company at any time in its sole discretion, but in no event below $1.34 (as may be adjusted from time to time, the “Floor Price”). Based on its initial stated value of $1,000
per share and the $4.25 initial Floor Price, each share of Series G Preferred Stock would be convertible into an aggregate of 236 shares of common stock.

On August 14, 2025, the Company entered into the first amendment (the “First Amendment”) to the PEPA to, among other things, (i) increase the aggregate commitment
amount of the shares of Series G Preferred Stock from $150 million to $300 million, and (ii) increase its access to capital by removing the Put Limitation (as defined in the
PEPA) that had previously limited the aggregate purchase price for any Put Issuance (as defined in the PEPA) to no more than $75 million. In connection with the First
Amendment, on August 14, 2025, the Company filed an amendment (the “First CoD Amendment”) to the Series G Certificate of Designation, originally filed with the Secretary
of State of the State of Nevada on April 30, 2025. The First CoD Amendment amends the Series G Certificate of Designation to, among other things, (i) increase the initial
Floor Price (as set forth in Section 1.5(c)(i) of the Series G Certificate of Designation) to $12.50 from $4.25, (ii) change the limit below which the Floor Price may not be
reduced (as set forth in Section 1.5(c)(ii) of the Series G Certificate of Designation) to $4.33 from $1.34 and (iii) removed the limitation on conversion in excess of
$30.0 million of stated value, in the aggregate, per month. The Floor Price sets the minimum floor for the conversion price of the Series G Preferred Stock, which price may not
be reduced unless the Company determines to do so in its discretion. The First CoD Amendment further amended the status of converted or repurchased preferred stock such
that any shares of Series G Preferred Stock that have been or will be converted will be retired and resume the status of authorized but unissued shares.

On September 11, 2025, the Company entered into the second amendment (the “Second Amendment”) to the PEPA, as amended by the First Amendment, dated August 14,
2025 to, among other things, increase the aggregate commitment amount of the shares of Series G Convertible Preferred Stock from $300 million to $450 million. In
connection with the Second Amendment, on September 11, 2025, the Company filed an amendment (the “Second CoD Amendment”) to the Series G Certificate of Designation,
originally filed with the Secretary of State of the State of Nevada on April 30, 2025, as amended. The Second CoD Amendment amended the Series G Certificate of
Designation, as amended, to increase the number of shares authorized for issuance as Series G Preferred Stock from 156,000 to 204,000 shares.

On September 25, 2025, the Company filed an amendment (the “Third CoD Amendment”) to the Series G Certificate of Designation, originally filed with the Secretary of State
of the State of Nevada on April 30, 2025, as amended. The Third CoD Amendment amended the Series G Certificate of Designation, as amended, to increase the Floor Price (as
set forth in Section 1.5(c)(i) of the Certificate of Designation) to $22.00 from $12.50.

On October 7, 2025, the Company entered into the third amendment (the “Third Amendment”) to the PEPA to, among other things, increase the aggregate commitment amount
of the shares of the Series G Preferred Stock from $450.0 million to $590.0 million. In addition, on October 14, 2025, the Company filed a fourth amendment (the “Fourth CoD
Amendment”) to the Series G Certificate of Designation, as amended. The Fourth CoD Amendment amended the Series G Certificate of Designation, as amended, to increase
the Floor Price (as set forth in Section 1.5(c)(i) of the Certificate of Designation) to $34.00 from $22.00.

On October 21, 2025, the Company entered into the fourth amendment (the “Fourth Amendment”) to the PEPA to, among other things: (i) increase the aggregate commitment
amount of the shares of Series G Preferred Stock, from $590.0 million to $1.59 billion; (ii) subject to waiver by a majority-in-interest of the investors, (a) set the maximum put
issuance amount to $75.0 million per issuance, (b) set the limit to one put issuance per seven (7) business day period, and (c) set the maximum aggregate stated value of Series
G Preferred Stock outstanding at any one time to $75.0 million; (iii) increase the
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original discount from 2% to 3%; (iv) eliminate the placement agent fee; and (v) eliminate the prohibition on Variable Rate Transactions (as defined in the PEPA). On October
21, 2025, in connection with the entry into the Fourth Amendment, the Company filed an amendment (the “Fifth CoD Amendment”) to the Series G Certificate of Designation,
originally filed with the Secretary of State of the State of Nevada on April 30, 2025, as amended on each of August 14, 2025, September 11, 2025, September 25, 2025 and
October 14, 2025 (as amended, the “Certificate of Designations”). The Fifth CoD Amendment amended the Certificate of Designations to, among other things, (i) increase the
authorized shares of Series G Preferred Stock from 204,000 shares to 1,030,000 shares, and (ii) increase the limit below which the Floor Price (as defined in Section 1.5(c)(ii)
of the Certificate of Designations) may not be reduced from $4.33 to $4.48. In addition, under the Fifth CoD Amendment, the Company’s Board of Directors may increase or
decrease the applicable Floor Price with respect to any put, at its sole discretion.

On May 29, 2026, the Company entered into the fifth amendment (the “Fifth Amendment”) to the PEPA. The Fifth Amendment amended the PEPA to, among other things: (i)
set the maximum put issuance amount to $150,000,000 per issuance, (ii) set the limit to one put issuance per seven (7) calendar day period, (iii) set the maximum aggregate
stated value of Series G Preferred Stock outstanding at any one time to $150,000,000, (iv) create a controlled account for which proceeds from the put issuance will be funded,
(v) extend the term of the PEPA to August 29, 2029, and (vi) provide a cure period for the investors to pay the purchase price for any put issuance.

As Series G Preferred Stock may be reissued, during the fiscal years ended May 31, 2026 and May 31, 2025, the Company issued and sold 835,800 and 78,000 shares of Series
G Preferred Stock, respectively, for gross proceeds of $815.0 million and $75.0 million, respectively. During the fiscal year ended May 31, 2026, 913,800 shares of Series G
Preferred Stock were converted into 51.0 million shares of the Company’s common stock. As of May 31, 2026, no shares of Series G Preferred Stock were issued and
outstanding.

Redeemable Noncontrolling Interest
APLD HPC TopCo 2 LLC

As discussed within Note 11 - Variable Interest Entities above, APLD HPC TopCo 2 LLC (“TopCo 2”) completed four closings under its A&R UPA as of May 31, 2026, issuing
1,825,000 preferred units and 144,593 corresponding common units for $1.8 billion to MIP HPC Holdings, LLC, which resulted in a redeemable noncontrolling interest.

The preferred units accrue dividends at a rate of 12.75% per annum, which accrue daily and compound semi-annually, and which, if not redeemed by then, will increase by 87.5
basis points on each of October 7, 2030 and October 7, 2031, and by 200 basis points on October 7, 2035 and each one-year anniversary thereof, up to a maximum rate of
16.75%. The dividend rate will be further increased (i) by the amount that the weighted average all-in annual interest rate on certain indebtedness exceeds 8.75% per annum for
so long as such indebtedness is outstanding and (ii) for so long as certain significant events of default or other “trigger events” under the A&R LLCA remain uncured, by 200
basis points per annum. Subject to limited exceptions, the dividends are payable (i) from the initial closing through October 6, 2035, at TopCo 2’s election, either in cash or in
kind, and (ii) after October 6, 2035, in cash only.

Additionally, the preferred units carry a minimum 1.80x multiple of invested capital liquidation preference, inclusive of the value of the common units; provided, that (x) in
connection with an initial public offering or a drag-along sale in which the sellers receive highly liquid securities, the minimum multiple of invested capital increases to 2.00x
and (y) with respect to any additional equity contributions with respect to the Polaris Forge 1 (other than pursuant to the additional closings under the A&R UPA), the then
applicable minimum multiple of invested capital will be reduced by an amount that reflects the time between when MIP HPC Holdings, LLC first committed to make the
investment and when the actual contribution is made, calculated as interest at a fixed annual rate of 12.75%, accruing daily, on the amount of such additional equity
contribution for such period.

The preferred units and the common units are redeemable after April 6, 2028, in exchange for: (i) from April 6, 2028 up to October 6, 2029, the sum of (x) the applicable
minimum multiple of invested capital, plus (y) 120% of the fair market value of such common unit(s); (ii) from October 6, 2029 up to October 6, 2030, the sum of (x) the
applicable minimum multiple of invested capital, plus (y) 112.5% of the fair market value of such common unit(s); and (iii) from and after October 6, 2030, the greater of (x)
the accreted amount, plus any accrued and unpaid dividend, plus the fair market value of such common units, plus certain indemnity payments by TopCo 2 for breaches of
business representations of the TopCo 2 under the A&R UPA, if any, and (y) the applicable multiple of invested capital minus certain indemnity payments by the
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Company for breaches of fundamental representations of the Company under the A&R UPA (such greater amount, the “Liquidation Preference Amount”).

If the preferred units and common units are outstanding on October 6, 2032, or if certain trigger events occurs and are not cured within specified time periods, MIP HPC
Holdings, LLC may require TopCo 2 to commence a customary marketed sale process managed by an independent investment bank, where the proceeds of any such sale are to
be used to redeem the preferred units and the common units on the terms set forth above.

Distributions of available excess cash will be made in accordance with a multi-tiered waterfall, generally as follows: (i) first, to MIP HPC Holdings, LLC, to pay certain
specified losses under the A&R UPA, if any; (ii) second, to MIP HPC Holdings, LLC, to pay any accrued but unpaid dividends on its preferred units; (iii) third, to the MIP HPC
Holdings, LLC, until it has received its Liquidation Preference Amount; and (iv) fourth, to the holders of common units, pro rata in accordance with the number of common
units held by them.

The preferred units and corresponding common units were determined to have embedded derivative features, the Redemption features and the Contingent Dividend Rate
Increase feature, requiring bifurcation and remeasurement at fair value at each reporting date, with the changes in fair value recorded through earnings. The Redemption
features are inclusive of the Investor put option upon a Sale, APLD Holdings call option, and the Distribution Redemptions (all as defined within the A&R UPA). The Company
engaged a third party valuation specialist in determining the value of the embedded derivatives using a binomial lattice model, which includes Level 3 unobservable inputs. See
Note 10 - Derivative Assets for further details. As the noncontrolling interest has embedded features that require bifurcation, the fair value at issuance was allocated between the
components. As such, the net proceeds were first allocated to the derivatives at their fair value. The remainder of the proceeds were then allocated to the warrants and
noncontrolling interests based on their relative fair values.

The balance sheets and operating activities of TopCo 2 are included in the Company's consolidated financial statements. The Company adjusts net income in the consolidated
statements of operations to exclude the proportionate share of results that is attributable to the noncontrolling interest. Additionally, the Company presents the proportionate
share that is attributable to the noncontrolling interest as temporary equity within the consolidated balance sheets. This temporary equity presentation is the result of the
noncontrolling interest being subject to certain redemption rights that are not entirely within the Company's control. Due to these redemption rights, at each balance sheet date,
the Company is required to adjust the carrying value of the derivatives to fair value and record any changes in fair value within earnings. The Company will adjust
noncontrolling interest for the attribution of net income (loss) and preferred dividends of TopCo 2 to the noncontrolling interest holder.

Net loss attributable to MIP HPC Holdings, LLC was $65.4 million for the fiscal year ended May 31, 2026. The proportionate share of net income was accounted for as a
reduction in deriving net income attributable to common stock in the Company's consolidated statements of operations.

The carrying value of the noncontrolling interest was $2.0 billion as of May 31, 2026. There was no noncontrolling interest at May 31, 2025. The change in noncontrolling
interest consists of $1.9 billion of contributions from the noncontrolling interest, net of costs, $62.7 million of preferred stock dividends paid in-kind, and $2.7 million in
current year net loss attributable to the non-controlling interest.

17. Leases

Lessor Accounting

CoreWeave L eases

On May 28, 2025, APLD ELN-02 LLC and APLD ELN-03 LLC, the Company's subsidiaries, each entered into a data center lease with CoreWeave, Inc. (together, the
"CoreWeave Leases") to deliver up to an aggregate of 250 MW of infrastructure to host CoreWeave’s HPC operations at Polaris Forge 1. The first lease is for the full capacity
of Building 2, the Company's 100 MW data center, which was completed and became operational in November 2025. The second lease is for the full capacity of Building 3, a
150 MW data center that is also under construction and is expected to become operational during the calendar year 2026.
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On August 28, 2025, APLD ELN-02 C LLC, a subsidiary of the Company, entered into a third data center lease with CoreWeave to deliver an additional 150MW at Polaris
Forge 1, bringing the total capacity under contract at Polaris Forge 1 to 400 MW. The Company has guaranteed the obligations of APLD ELN-02 C LLC under the data center
lease. The third lease is for the full capacity of Building 4, which is currently in the design phase and is expected to be service-ready in middle of calendar year 2027.

On March 30, 2026, the Company and CoreWeave amended the lease for Building 2 (the “ELN-02 Parent Lease”) to suspend the term for two of the four data halls covered by
the lease (the “ELN-02 Parent Lease Amendment”) and the Company entered into a new data center lease with CoreWeave Compute Acquisition Co. VIII, LLC (“CoreWeave
SPV”), a wholly owned subsidiary of CoreWeave, for those same two data halls on substantially the same terms as the ELN-02 Parent Lease (the “ELN-02 SPV Lease”). The
ELN-02 SPV Lease is conterminous with the initial term of the ELN-02 Parent Lease. Upon the expiration or earlier termination of the ELN-02 SPV Lease, the suspended term
under the ELN-02 Parent Lease will resume and all four data halls of Building 2 will once again be governed by the ELN-02 Parent Lease.

As further credit enhancement, CoreWeave delivered to APLD ELN-02 LLC an Unconditional Springing Guaranty of Payment and Performance (the “ELN-02 Guaranty”) in
connection with CoreWeave SPV’s obligations under the ELN-02 SPV Lease. CoreWeave is obligated to provide a letter of credit in the amount of $50 million to secure
obligations under the ELN-02 Parent Lease within 30 days of March 30, 2026.

In addition, on March 30, 2026, CoreWeave entered into an Assignment, Assumption and Consent Agreement with CoreWeave SPV and APLD ELN-03 LLC (the “Assignment
Agreement”), assigning all of CoreWeave’s rights and obligations under its lease with the Company for Building 3 (the “ELN-03 Parent Lease”) to CoreWeave SPV for the
remaining term of the ELN-03 Parent Lease and releasing CoreWeave from the ELN-03 Parent Lease. In addition, CoreWeave also provided an Unconditional Springing
Guaranty of Payment and Performance in connection with CoreWeave SPV’s obligations under the ELN-03 Parent Lease (the “ELN-03 Guaranty”), similar to the ELN-02
Guaranty.

Hyperscaler Leases

On October 20, 2025, APLD FAR-01 LLC and APLD FAR-02 LLC, the Company’s subsidiaries, entered into a data center lease with a U.S. based investment grade
hyperscaler to deliver 200MW of critical IT load to support the hyperscaler’s Al and HPC infrastructure at Polaris Forge 2, which is currently under construction. The initial
200 MW are phased within two buildings expected to begin to come online during the calendar year 2026.

On April 20, 2026 and April 22, 2026, APLD AEX-01 LLC and APLD AEX-02 LLC, respectively, each a subsidiary of the Company, entered into separate data center leases
with a second U.S. based investment grade hyperscaler to deliver a combined 300MW of critical IT load to support the hyperscaler’s Al and HPC infrastructure at Delta Forge
1. Initial operations at Delta Forge 1 are anticipated to commence during the calendar year 2027.

On May 20, 2026, the Company entered into a data center lease with the second U.S. based investment grade hyperscaler to deliver a combined 300MW of critical IT load to
support the second hyperscaler’s Al and HPC infrastructure at Polaris Forge 3. Initial operations at Polaris Forge 3 are anticipated to commence during the calendar year 2027.

A summary of minimum lease payments due from these leases is shown below. These amounts do not reflect future data center rental revenues from renewal or replacement of
existing leases unless the Company is reasonably certain it will exercise the option or the lessee has the sole ability to exercise the option. Reimbursements of operating
expenses and variable rent increases are excluded from the table below (in thousands):

Minimum Contracted Payments

FY27 $ 451,065
FY28 1,453,748
FY29 2,251,769
FY30 2,280,829
FY31 2,299,574
Thereafter 27,107,897

Total $ 35,844,882
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Lessee Accounting

The Company enters into leases for equipment and office space. The Company’s lease agreements do not contain any material residual value guarantees or material restrictive

covenants. The Company presents operating and finance right of use assets and liabilities separately on the balance sheet as their own captions, with the liabilities split between
current and long-term, respectively.

Components of lease expense were as follows (in thousands):

May 31, 2026 May 31, 2025 May 31, 2024
Operating lease cost:
Operating lease expense $ 7,709 $ 36,764  $ 16,700
Short-term lease expense 1,175 769 57
Total operating lease cost 8,884 37,533 16,757
Finance lease expense:
Amortization of right-of-use assets(!) 27,405 85,653 63,930
Interest on lease liabilities 3,612 18,583 10,597
Total finance lease cost 31,017 104,236 74,527
Variable lease cost 2,580 2,612 169
Sublease Income — — (70)
Total net lease cost $ 42481 $ 144381 $ 91,383

M Amortization of right-of-use assets is included within cost of revenues and selling, general and administrative expense in the consolidated statements of operations.

The following table represents the Company’s future minimum lease payments as of May 31, 2026 (in thousands):

Operating Leases Finance Leases Total
FY27 $ 22,218 $ 51,069 § 73,287
FY28 23,853 10,968 34,821
FY29 18,391 — 18,391
FY30 4,812 — 4,812
FY31 1,315 — 1,315
Thereafter 4,553 — 4,553
Total lease payments 75,142 62,037 137,179
Less: imputed interest (9,480) (3,721) (13,201)
Total lease liabilities 65,662 58,316 123,978
Less: Current portion of lease liability (18,484) (47,585) (66,069)
Long-term portion of lease liability $ 47,178 § 10,731  $ 57,909
Supplemental cash flow and other information related to leases is as follows:
Fiscal Year Ended
May 31, 2026 May 31, 2025

Weighted-average years remaining (in years):

Finance leases 1.0 years 0.7 years

Operating leases 3.4 years 3.0 years
Weighted-average discount rate:

Finance leases 9.9 % 9.9 %

Operating leases 7.7 % 7.6 %
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18. Commitments and Contingencies
Commitments
Energy Contracts

As of May 31, 2026, the Company had a minimum commitment of approximately $19.2 million related to the energy services agreement for its Jamestown, North Dakota co-
hosting facility payable over, approximately, the next 0.7 years.

Construction Contracts

The Company routinely engages with construction vendors for the construction of its facilities. These engagements are governed by contracts containing standard terms and
conditions, including certain milestones that obligate the Company to pay as work is completed. In the event of termination of any of these contracts by the Company, the
Company would be liable for all work that has been completed or in process, plus any applicable fees. The Company generally has the right to cancel these open purchase
orders prior to delivery or terminate the contracts without cause.

B&W Guarantee

The Company was party to a guarantee (the “Guarantee”) in favor of The Babcock & Wilcox Company (“B&W”), pursuant to which it had agreed to unconditionally and
irrevocably guarantee the full and timely performance by Base Electron, Inc., a Nevada corporation (“Base Electron”), of its obligations under a Design-Build Agreement, dated
February 26, 2026, by and between Base Electron and B&W (the “Design-Build Agreement”). The Design-Build Agreement contemplates the engineering, procurement,
construction and commissioning of a power generation facility with an expected nameplate capacity of approximately 1.2 GW anticipated to expand power and capacity
supplied to the grid and utility customers in the MISO region.

On May 29, 2026, the Guarantee was terminated, effective upon payment of $37.0 million by or on behalf of Base Electron, as discussed in Note 7 - Related Party
Transactions.

Claims and Litigation

From time to time, the Company may be involved in litigation relating to claims arising out of operations in the normal course of business.

Securities Lawsuit

The Company, Wes Cummins, the Company's Chief Executive Officer, and David Rench, the Company's then Chief Financial Officer, have been named as defendants in a
putative securities class action lawsuit in the matter styled, McConnell v. Applied Digital Corporation, et al., Case No. 3:23-cv-1805, filed in August 2023 in the U.S. District
Court for the Northern District of Texas (the “Securities Lawsuit”). Specifically, the complaint asserts claims pursuant to Section 10(b) and 20(a) of the Securities and
Exchange Act of 1934 based on allegedly false or misleading statements regarding the company’s business, operations, and compliance policies, including claims that the
Company overstated the profitability of its Data Center Hosting Business and its ability to successfully transition into a low-cost cloud services provider and that the
Company’s board of directors was not “independent” within the meaning of Nasdaq listing rules. On May 22, 2024, the court appointed lead plaintiff and approved lead
counsel, and on July 22, 2024, lead plaintiff filed an amended complaint which asserts the same claims based on similar allegations in the original complaint. On September 20,
2024, the defendants filed a motion to dismiss the amended complaint. On November 20, 2024, lead plaintiff filed his opposition to the Motion to Dismiss. On January 3, 2025,
the defendants filed their reply in further support of the Motion to Dismiss. On September 8, 2025, the Court issued an order staying the Securities Lawsuit and administratively
closing it pending resolution of the Motion to Dismiss.

The Company is unable to estimate a range of loss, if any, that could result were there to be an adverse final decision in the Securities Lawsuit. If an unfavorable action were to
occur, it is possible that the impact could be material to the Company’s results of operations in the period(s) in which any such outcome becomes probable and estimable.

Derivative Lawsuit

On November 15, 2023, a derivative action was filed in the matter styled, Weich v. Cummins, et al., Case No. A-23-881629-C in the District Court of Clark County, Nevada
(the “Derivative Lawsuit”). The Weich complaint named as
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defendants certain members of the Company’s Board of Directors and its Chief Executive Officer Wesley Cummins and purports to name the Company’s then Chief Financial
Officer David Rench as a defendant. The complaint asserted claims for breach of fiduciary duties, corporate waste and unjust enrichment based upon allegations that the
defendants caused or allowed the Company to make materially false and misleading statements regarding the Company’s business, operations, and compliance policies.
Specifically, the complaint alleged that the Company overstated the profitability of the Data Center Hosting Business and its ability to successfully transition into a low-cost
cloud services provider and that the Board was not “independent” within the meaning of Nasdaq listing rules. On February 27, 2024, the derivative plaintiff filed an amended
complaint asserting the same claims as the original complaint.

On June 5, 2024, following briefing and argument on the defendants’ motion to dismiss the Derivative Lawsuit, the Court entered an order granting the defendants’ motion
without prejudice and dismissing all claims against all defendants, including the Company, on the grounds that the plaintiff failed to plead (1) demand futility as to each of
plaintiff’s claims or (2) a claim for breach of fiduciary duty. The order dismissed all claims against all defendants, including the Company. The plaintiff can seek leave to file an
amended complaint but to date has not done so.

The Company is unable to estimate a range of loss, if any, that could result were there to be an adverse final decision in this action. If an unfavorable action were to occur, it is
possible that the impact could be material to the Company’s results of operations in the period(s) in which any such outcome becomes probable and estimable.

As of May 31, 2026, there were no other pending or threatened lawsuits that could reasonably be expected to have a material effect on the results of the Company’s
consolidated operations. There are also no legal proceedings in which any of the Company’s management or affiliates is an adverse party or has a material interest adverse to
the Company’s interest.

19. Business Segments

As discussed above, prior to the May 2026 transaction, the Cloud Services Business was identified as a reportable segment. Following the May 2026 transaction and formation
of ChronoScale, the Cloud Services Business is no longer a reportable segment because its activities are not regularly reviewed by the Chief Operating Decision Maker
("CODM"), which is the Company’s Chief Executive Officer, for purposes of resource allocation and performance assessment. As such, the results of ChronoScale, inclusive of
the Cloud Services Business, which is now part of ChronoScale, are included in Other and are not separately presented as a segment for all periods presented.

As of May 31, 2026, the Company's business is made up of two operating segments: the Data Center Hosting Business and the HPC Hosting Business. These segments
represent management's view of the business for which separate financial information is available and evaluated regularly by the Company's CODM.

The Company's CODM evaluates performance and makes operating decisions primarily based on revenue and segment profit (loss) on a consolidated basis and for each of the
Company's reportable segments. Operating results by segment include costs or expenses directly attributable to each segment, which include selling, general, and administrative
expenses, loss (gain) on classification of held for sale, loss on abandonment of assets, and loss from legal settlement. The Company derives the segment results from its internal
management reporting system. The accounting policies the Company uses to derive reportable segment results are the same as those used for external reporting purposes.
Segment revenues and segment profit are regularly reviewed by the CODM and compared against historical results, forecast and budget information in order to make decisions
about how to allocate capital and other resources to each segment.

The Company does not allocate interest (income) expense, net, gain on change in fair value of derivatives, gain on change in fair value of investments, loss on conversion of
debt, loss on change in fair value of debt, loss on change in fair value of related party debt, loss on extinguishment of debt, loss on extinguishment of related party debt, loss on
change in fair value of warrants, loss on change in fair value of related party warrants or income tax expense to these segments for internal reporting purposes, as the Company
does not believe that allocating these expenses is beneficial in evaluating segment performance.
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The following tables present segment information, including revenue by segment and segment profit (loss) for the fiscal years ended May 31, 2026, 2025, and 2024 (in
thousands):

Fiscal Year Ended May 31, 2026

Data Center Hosting Business HPC Hosting Business
Revenue:
Services revenue $ 154,403 § 270,602
Data center rental and other revenue $ — 3 114,702
Total segment revenue 154,403 385,304
Costs and expenses:
Services cost of revenue 102,980 258,147
Data center rental and other cost of revenue — 56,773
Selling, general and administrative 2,516 30,017
Loss on abandonment of assets 570 1,240
Total costs and expenses 106,066 346,177
Segment profit $ 48,337 $ 39,127
Fiscal Year Ended May 31, 2025
Data Center Hosting Business HPC Hosting Business
Revenue:
Services revenue $ 142,267  $ —
Data center rental and other revenue $ — 3 =
Related party revenue 1,926 —
Total segment revenue 144,193 —
Costs and expenses:
Services cost of revenue 100,744 143
Data center rental and other cost of revenue — —
Selling, general and administrative 3,006 11,943
Loss on classification of held for sale (24,616) —
Loss on abandonment of assets 1,132 —
Total costs and expenses 80,266 12,086
Segment profit (loss) $ 63,927 $ (12,086)
Fiscal Year Ended May 31, 2024
Data Center Hosting Business HPC Hosting Business
Revenue:
Services revenue $ 121,857  $ —
Data center rental and other revenue $ — —
Related party revenue 14,761 —
Total segment revenue 136,618 —
Costs and expenses:
Services cost of revenue 106,022 50
Data center rental and other cost of revenue — —
Selling, general and administrative 10,367 4,761
Loss on classification of held for sale 15,417 —
Total costs and expenses 131,806 4,811
Segment profit (loss) $ 4,812 § (4,811)

123



APPLIED DIGITAL CORPORATION AND SUBSIDIARIES

Notes to the Consolidated Financial Statements
For the Fiscal Year Ended May 31, 2026

The following table presents a reconciliation to net loss from continuing operations before income tax expense (in thousands):

Fiscal Year Ended
May 31, 2026 May 31, 2025 May 31, 2024

Segment profit (loss)

Data Center Hosting Business $ 48337 $ 63,927 $ 4,812

HPC Hosting Business 39,127 (12,086) (4,811)
Total segment profit 87,464 51,841 1

Other © (323,926) (124,016) (98,339)
Operating loss (236,462) (72,175) (98,338)

Interest expense, net 29,516 32,139 27,517

Gain on change in fair value of derivatives (75,818) — —

Gain on change in fair value of investments (10,840) — —

Loss on conversion of debt — 33,612 —

Loss on change in fair value of debt — 85,439 7,401

Loss on change in fair value of related party debt — — 8,116

Loss on extinguishment of debt — 1,177 —

Loss on extinguishment of related party debt — — 2,507

Loss on change in fair value of warrants 2,212 6,421 —

Loss on change in fair value of related party warrants — — 5,696
Net loss from continuing operations before income tax expenses $ (181,532) § (230,963) (149,575)
(1 Other includes corporate related items not allocated to reportable segments and ChronoScale.
The Company also provides the following additional segment disclosures (in thousands):

Fiscal Year Ended
May 31, 2026 May 31, 2025 May 31, 2024

Depreciation and amortization:

Data Center Hosting Business $ 12,888 $ 13,312 19,948

HPC Hosting Business 34,414 3,733 1,233

Other 20,087 117,664 58,179
Total depreciation and amortization ® $ 67,389 § 134,709 79,360
Capital expenditures:

Data Center Hosting Business $ (1,234) $ 9,320 38,266

HPC Hosting Business 2,988,712 976,506 207,299

Other 54,678 995 84,373
Total capital expenditures $ 3,042,156 $ 986,821 329,938

(1 Other includes corporate related items not allocated to reportable segments.

@ Includes amortization of the finance lease right-of-use assets.
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Information on segment assets and a reconciliation to consolidated assets are as follows (in thousands):

Fiscal Year Ended
May 31, 2026 May 31, 2025
Data Center Hosting Business $ 113,788 $ 141,764
HPC Hosting Business 8,999,081 1,363,341
Total segment assets 9,112,869 1,505,105
Other OV 816,443 364,985
Total assets $ 9,929,312 $§ 1,870,090

@ Other includes corporate related items not allocated to reportable segments.

20. Loss Per Share

Basic net income (loss) per share (“EPS”) of common stock is computed by dividing a company’s net earnings (loss) by the weighted average number of shares of common
stock outstanding during the period. Diluted EPS reflects the potential dilution that could occur if the securities or other contracts to issue common stock were exercised or
converted into common stock or resulted in the issuance of common stock that then shared in the earnings of the entity.

Potentially dilutive securities are excluded from the computation of diluted net loss per share as their inclusion would be anti-dilutive. The table below shows the calculation for
earnings per share:

Fiscal Year Ended
May 31, 2026 May 31, 2025 May 31, 2024

Net loss $ (184,339) $ (231,065) $ (149,671)
Net loss attributable to noncontrolling interest and redeemable noncontrolling interest (59,665) — (397)
Preferred dividends (6,259) (2,615) —
Net loss attributable to common stockholders $ (250,263) § (233,680) $ (149,274)
Net loss attributable to common stockholders:

Continuing operations $ (249,243) $ (233,680) $ (149,274)

Discontinued operations (1,020) — —

Net loss $ (250,263) $ (233,680) $ (149,274)
Basic and diluted net loss per share attributable to common stockholders:

Continuing operations $ 091) $ (1.16) $ (1.31)

Discontinued operations — — —

Basic and diluted net loss per share $ 091) § (1.16) $ (1.31)
Basic and diluted weighted average number of shares outstanding 275,194,755 201,194,451 114,061,414

As of May 31, 2026, 2025, and 2024, the Company had approximately 22,352,083, 14,138,774, and 12,103,986 shares, respectively, of granted but unvested performance stock
and restricted stock units that would have a potentially dilutive effect on earnings per share.

As of May 31, 2026, 2025, and 2024 the Company had approximately 1.5 million, 21.7 million, and 19.0 million respectively, shares associated with the Company’s preferred

stock which have been excluded from the calculation of earnings per share because the effect of those shares would be antidilutive. Additionally, the Company had
approximately 28.1 million, 17.1 million, and 12.3 million warrants outstanding as of May 31, 2026, May 31, 2025, and May 31, 2024,
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respectively, which have been excluded from the calculations of earnings per share because the effect of those shares would be antidilutive.

Lastly, if the Company's Convertible Notes were converted into shares of the Company's common stock as of May 31, 2026, 2025, and 2024, approximately 46.1 million shares
were excluded from the calculations of earnings per share because the effect of those shares would be antidilutive.

21. Subsequent Events
Cloud SAFE Payoff

During the fiscal year ended May 31, 2025, the Company entered into two Simple Agreements for Future Equity (“SAFEs”) with an investor for equity in Cloud, which was, at
that time, a wholly-owned subsidiary, for aggregate proceeds of $12.0 million. On June 2, 2026, following an agreement reached with the investor, the Company paid off all
amounts outstanding under the SAFEs, totaling $13.3 million.

Delta Forge 2 Lease

On June 5, 2026, the Company entered into an approximately 15-year lease (with three five-year renewal options) with a high investment-grade hyperscaler at its Delta Forge 2
210 MW critical IT load campus located in its southern region, comprising a single building under construction. The lease is for the full 210 MW of critical IT load,
representing approximately $5.2 billion of contracted revenue over the base term, with expected delivery in the first half of calendar year 2028.

81.59 billion Senior Secured Notes

On June 16, 2026, APLD ComputeCo 3 LLC refinanced the Bridge Facility with the closing of a $1.59 billion offering (the “2031 7.000% Notes Offering”) of 7.000% senior
secured notes due 2031 (the “2031 7.000% Notes”) at an issue price of 100.000% of par. The 2031 7.000% Notes are senior secured obligations of APLD ComputeCo 3 and
bear interest at a rate of 7.000% per annum, payable semi-annually in arrears on June 15 and December 15 of each year, beginning on December 15, 2026. The principal
amount of the 2031 7.000% Notes will amortize on a semi-annual basis on June 15 and December 15 of each year, in amounts set forth in the Indenture. The 2031 7.000%
Notes will mature on June 15, 2031, unless earlier redeemed or repurchased in accordance with their terms. The 2031 7.000% Notes are fully and unconditionally guaranteed
by the subsidiary guarantors, all of which are wholly owned subsidiaries of APLD ComputeCo 3. The Company provided a customary completion guarantee for the 2031
7.000% Notes Offering.

Series G

On June 17, 2026 and June 22, 2026, the Company issued an aggregate of 154,500 shares of Series G Preferred Stock for total gross proceeds of $150.0 million. Of the 154,500
shares of Series G Preferred Stock issued, 81,346 shares have been converted into an aggregate of 1,787,825 shares of the Company's common stock and 73,154 shares remain
outstanding.

On June 26, 2026, the Company entered into the sixth amendment to the PEPA to increase the aggregate commitment amount under the PEPA for the issuance of shares of
Series G Preferred Stock from $1,590,000,000 to $2,000,000,000.

Satisfaction of Escrow Release Condition for 6.750% Senior Secured Notes due 2031

On June 18, 2026, APLD ComputeCo 2 satisfied the escrow release condition under the escrow agreement for the 2031 6.750% Notes and executed and delivered to the escrow
agent an escrow release certificate directing the escrow agent to release the funds in the escrow account to APLD ComputeCo 2 and apply such funds in accordance with the
escrow agreement and the Indenture for the 2031 6.750% Notes.

Upsize of 2026 Revolving Credit Facility

On June 26, 2026, in connection with the 2026 Revolving Credit Facility, the Company, APLD Intermediate HoldCo, and the subsidiary guarantors party to the Revolving
Credit Agreement entered into an Incremental Assumption Agreement No. 1 (the “Assumption Agreement”), with the Revolving Credit Collateral Agent and the lenders and
issuing banks party thereto, providing for an Incremental Revolving Facility Commitment in an aggregate principal amount of up to $80,000,000 (the “Incremental Revolving
Financing”). After giving effect to the Assumption Agreement, the aggregate revolving commitments under the 2026 Revolving Credit Facility increased to $430.0 million,
with an additional
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$120 million accordion option remaining. The Incremental Revolving Financing constitutes a part of the 2026 Revolving Credit Facility and is subject to the terms and
conditions of the Revolving Credit Agreement and the other loan documents entered into in connection therewith.

Loan and Security Agreement

On June 30, 2026, the Company entered into a Loan and Security Agreement (the "Texas Capital Loan Agreement") with Texas Capital Bank ("Texas Capital") and a related
Promissory Note in favor of Texas Capital in the stated principal amount of $58.5 million (the "Texas Capital Note"). The Texas Capital Loan Agreement contains standard
terms, conditions and covenants. Interest is payable on the Texas Capital Note at the sum of an adjusted term SOFR plus an applicable margin. The Texas Capital Note matures
on June 30, 2031.

ChronoScale Holding Company Transaction

On July 1, 2026, ChronoScale, the Company's majority owned public subsidiary, completed a holding company formation transaction (the “Holding Company Transaction”)
that created a new parent holding company as the public company, called ChronoScale Holdings Corporation, a Nevada corporation (“ChronoScale Holdings”), with its
operating companies as wholly-owned subsidiaries. The holding company structure better reflects ChronoScale’s individual operating businesses, allows for and can
accommodate future growth from internal operations and generally provides for greater administrative and operational flexibility. ChronoScale Holdings has the exact same
classes and number of shares outstanding after the Holding Company Transaction as ChronoScale had outstanding immediately before the Holding Company Transaction, and
as such, the shareholders of ChronoScale were not be diluted as a result of the Holding Company Transaction. Following the Holding Company Transaction, ChronoScale
Holdings became the successor issuer to ChronoScale and continues to trade on Nasdaq under the ticker symbol “CHRN” with the same CUSIP.
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Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

We maintain a system of disclosure controls and procedures that is designed to ensure that information required to be disclosed in the reports that we file or submit under the
Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms and that such information is accumulated and
communicated to the our management, including our Chief Executive Officer (principal executive officer) and Chief Financial Officer (principal financial officer and principal
accounting officer), as appropriate, to allow timely decisions regarding required disclosure. A control system, no matter how well conceived and operated, can provide only
reasonable, not absolute, assurance that the objectives of the control system are met. Our Chief Executive Officer and Chief Financial Officer, after evaluating the effectiveness
of our disclosure controls and procedures (as defined in Rule 13a-15(e) and 15d-15(e) of the Exchange Act), have concluded that our disclosure controls and procedures were
effective at the reasonable assurance level as of May 31, 2026.

Management’s Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is defined in Exchange Act Rule 13a-15(f) and
15d(f). Internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with United States generally accepted accounting principles. Because of its inherent limitations, internal control over
financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may
become inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

We completed our transaction with Ekso Bionics Holdings, Inc. ("Ekso") on May 5, 2026. Consistent with guidance issued by the SEC that an assessment of a recently acquired
business may be omitted from management’s report on internal control over financial reporting in the year of acquisition, management elected to exclude an assessment of the
effectiveness of the Company’s internal control over financial reporting related to Ekso. Total assets and total revenues of Ekso that were excluded from management’s
assessment constitute 0.2% of the Company’s total assets and 0.1% of total revenues as of and for the year ended May 31, 2026.

Our management conducted an evaluation of the effectiveness of our internal control over financial reporting based on the framework in Internal Control—Integrated
Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. Based on that evaluation, our Chief Executive Officer and Chief
Financial Officer concluded that, as of May 31, 2026, our internal controls over financial reporting were effective.

Previously Reported Material Weakness and Remediation
In connection with the preparation of our consolidated financial statements for the fiscal year ended May 31, 2025, we previously identified a material weakness in the design

of our internal controls as we did not design and maintain effective controls around the accounting and assessment of complex financial instruments.

During the quarter ended August 31, 2025, we completed our testing and evaluation of the newly designed and implemented controls around the accounting and assessment of
complex financial instruments and determined that as of August 31, 2025, the controls have been in place and have operated effectively for a sufficient period of time for
management to conclude the material weakness has been remediated. Remediation measures included hiring additional qualified accounting personnel, as well as engaging with
a third-party consultant to assist with analyzing and documenting the treatment of complex financial instruments.

Changes in Internal Control over Financial Reporting

There were no changes in internal control over financial reporting that occurred during the three months ended May 31, 2026, that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON INTERNAL CONTROL OVER FINANCIAL REPORTING
To the Stockholders and Board of Directors of Applied Digital Corporation

Opinion on Internal Control over Financial Reporting

We have audited Applied Digital Corporation's (the “Company”) internal control over financial reporting as of May 31, 2026, based on criteria established in Internal Control-
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in 2013. In our opinion, the Company maintained, in all
material respects, effective internal control over financial reporting as of May 31, 2026, based on criteria established in COSO.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (“PCAOB”), the consolidated balance sheet as of
May 31, 2026 and the related consolidated statements of operations, changes in temporary equity and stockholders’ equity, and cash flows and the related notes (collectively
referred to as the “financial statements™) for the year ended May 31, 2026 of the Company, and our report dated July 29, 2026 expressed an unqualified opinion on those
financial statements.

Explanatory Paragraph — Excluded Subsidiary

As described in “Management’s Annual Report on Internal Control over Financial Reporting”, management has excluded its subsidiary, Ekso Bionics Holdings, Inc., from its
assessment of internal control over financial reporting as of May 31, 2026 because this entity was acquired by the Company in a business combination during the year ended
May 31, 2026. We have also excluded Ekso Bionics Holdings, Inc. from our audit of internal control over financial reporting. This subsidiary’s combined total assets and total
revenues represent approximately 0.2% and 0.1%, respectively, of the related consolidated financial statement amounts as of and for the year ended May 31, 2026.

Basis for Opinion

The Company's management is responsible for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of internal control over
financial reporting, included in the accompanying “Management’s Annual Report on Internal Control over Financial Reporting”. Our responsibility is to express an opinion on
the Company's internal control over financial reporting based on our audit. We are a public accounting firm registered with the PCAOB and are required to be independent with
respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the
PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether effective internal control over financial reporting was maintained in all material respects. Our audit of internal control over financial reporting included obtaining an
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk. Our audit also included performing such other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion.

Definition and Limitations of Internal Control over Financial Reporting

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles. A company's internal control over financial reporting includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of management and directors of the company;
and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material
effect on the financial statements.
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Because of the inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of effectiveness to
future periods are subject to the risk that controls may become inadequate because of changes in conditions, or that degree of compliance with the policies or procedures may
deteriorate.

/s/ CBIZ CPAs P.C.

CBIZ CPAs P.C.

New York, NY
July 29, 2026
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Item 9B. Other Information
None.
Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections

Not applicable.
Part III

Item 10. Directors, Executive Officers and Corporate Governance

The Company has an insider trading policy governing the purchase, sale and other dispositions of the Company’s securities that applies to all Company personnel, including
directors, officers, employees, and other covered persons. The Company believes that its insider trading policy is reasonably designed to promote compliance with insider
trading laws, rules and regulations, and listing standards applicable to the Company. A copy of the Company’s insider trading policy is filed as Exhibit 19.1 to this Form 10-K.

The remaining information required by this Item 10 will be included in our definitive Proxy Statement for the 2026 Annual Meeting of Stockholders and such disclosure is
incorporated herein by reference.

Item 11. Executive Compensation

Information required by this Item 11 will be included in our definitive Proxy Statement for the 2026 Annual Meeting of Stockholders and such disclosure is incorporated herein
by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Information required by this Item 12 will be included in our definitive Proxy Statement for the 2026 Annual Meeting of Stockholders and such disclosure is incorporated herein
by reference.

Item 13. Certain Relationships and Related Transactions, and Director Independence

Information required by this Item 13 will be included in our definitive Proxy Statement for the 2026 Annual Meeting of Stockholders and such disclosure is incorporated herein
by reference.

Item 14. Principal Accounting Fees and Services

Information required by this Item 14 will be included in our definitive Proxy Statement for the 2026 Annual Meeting of Stockholders and such disclosure is incorporated herein
by reference.

Part IV

Item 15. Exhibits, Financial Statement Schedules

Exhibit No. Description

Second Amended and Restated Articles of Incorporation, as amended from time to time. (Incorporated by reference to Exhibit 3.1 to the Company’s
3.1 Annual Report on Form 10-K, filed with the SEC on August 2, 2023).

Certificate of Amendment to the Certificate of Designations for the Series E Redeemable Preferred Stock. (Incorporated by reference to Exhibit 3.1
3.1.1 to the Company’s Current Report on Form 8-K, filed with the SEC on May 16, 2024).

Certificate of Amendment, dated June 11, 2024, to Second Amended and Restated Articles of Incorporation, as amended. (Incorporated by reference
3.1.2 to Exhibit 3.1 to the Company’s Current Report on Form 8-K, filed with the SEC on June 11, 2024).

Certificate of the Designations, Powers, Preferences and Rights of Series F Convertible Preferred Stock (Incorporated by reference to Exhibit 3.1 to
3.13 the Company's Current Report on Form 8-K, filed with the SEC on August 30, 2024).

Certificate, Amendment or Withdrawal of Designation, relating to the Series A Preferred Stock, filed with the Secretary of State of Nevada on
3.14 October 21, 2024 (Incorporated by reference to Exhibit 3.1 to the Company's Current Report on Form 8-K, filed with the SEC on October 24, 2024).
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Certificate, Amendment or Withdrawal of Designation, relating_to the Series B Preferred Stock, filed with the Secretary of State of Nevada on

Certificate of Designations of the Powers, Preferences and Relative, Participating, Optional and Other Restrictions of Series E-1 Preferred Stock
filed with the Secretary of State of the State of Nevada on November 8, 2024 (Incorporated by reference to Exhibit 3.1 to the Company's Current

Certificate of the Designations of Powers, Preferences and Rights of Series G Convertible Preferred Stock (Incorporated by reference to Exhibit 3.1
to the Company's Current Report on Form 8-K, filed with the SEC on May 1, 2025).

Amendment to Certificate of the Designations, Powers, Preferences and Rights of Series G Convertible Preferred Stock, filed with the Secretary of

the SEC on August 15, 2025).
Amendment to Certificate of the Designations, Powers, Preferences and Rights of Series G Convertible Preferred Stock, filed with the Secretary of

with the SEC on September 12, 2025).
Amendment to Certificate of the Designations, Powers, Preferences and Rights of Series G Convertible Preferred Stock, filed with the Secretary of

with the SEC on September 26, 2025).
Amendment to Certificate of the Designations, Powers, Preferences and Rights of Series G Convertible Preferred Stock, filed with the Secretary of

the SEC on October 17, 2025).
Amendment to Certificate of the Designations, Powers, Preferences and Rights of Series G Convertible Preferred Stock, filed with the Secretary of

November 5, 2024).
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Form of note representing the 2.75% Convertible Senior Notes due 2030 (Incorporated by reference to Exhibit 4.1 to the Company's Current Report
on Form 8-K, filed with the SEC on November 5, 2024).

Company's Registration Statement on Form S-8, filed with the SEC on January 6, 2025).

Indenture, dated as of November 20, 2025, among APLD ComputeCo LLC, APLD HPC Holdings 2 LLC, the Subsidiary Guarantors as defined
therein and Wilmington Trust, National Association, as trustee and collateral agent, relating to the 9.250% senior secured notes (Incorporated by

Form of Note representing_the 9.250% Senior Secured Notes due 2030 (Incorporated by reference to Exhibit 4.2 to the Company’s Current Report
on Form 8-K, filed with the SEC on November 20, 2025).

on Form 8-K, filed with the SEC on March 10, 2026).
Description of Securities.

Master Professional Services Agreement between Ulteig Engineers, Inc. and APLD Hosting, LLC. (Incorporated by reference to Exhibit 10.2 to the
Company’s Registration Statement on Form S-1, filed with the SEC on August 13, 2021).

Service Framework Agreement, dated July 5, 2021, by and between APLD Hosting, LLC and JointHash Holding Limited (Incorporated by reference

Sublease Agreement, dated as of May 19, 2021, by and between the Company and Encap Investments L.P. (Incorporated by reference to Exhibit 10.7

to the Company’s Registration Statement on Form S-1, filed with the SEC on August 13, 2021).
Service Framework Agreement, dated July 5, 2021, by and between APLD Hosting, LLC and Bitmain Technologies Limited (Incorporated by

Master Hosting_Agreement, dated as of September 20, 2021, by and between APLD Hosting, LLC and F2Pool Mining, Inc. (Incorporated by
reference to Exhibit 10.9 to Amendment No. | to the Company’s Registration Statement on Form S-1, filed with the SEC on November 2, 2021).
Master Hosting Agreement, dated as of October 12, 2021, by and between APLD Hosting, LLC and Hashing LLC. (Incorporated by reference to
Exhibit 10.10 to Amendment No. 1 to the Company’s Registration Statement on Form S-1, filed with the SEC on November 2, 2021).

S-8, filed with the SEC on June 17, 2022).

SEC on August 30, 2024).
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Form of Director Restricted Stock Award Agreement. (Incorporated by reference to Exhibit 10.6 to the Company's Registration Statement on Form
S-8, filed with the SEC on June 17, 2022).

Employment Agreement, effective as of November 1, 2021, by and between the Company and Regina Ingel (Incorporated by reference to Exhibit

10.17 to Amendment No. 5 to the Company’s Registration Statement on Form S-1, filed with the SEC on January 24, 2022).
Amendment dated August 1, 2022 to Employment Agreement between Applied Blockchain, Inc. and Regina Ingel. (Incorporated by reference to

Loan Agreement, dated as of July 25, 2022, by _and among APLD Hosting, LLC, Starion Bank, and Applied Blockchain, Inc. as Guarantor.
(Incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed with the SEC on August 12, 2022).

Company’s Current Report on Form 8-K, filed with the SEC on August 12, 2022).
Loan Agreement by and among APLD - Rattlesnake Den I, LLC, as borrower, Vantage Bank Texas, as lender, and the Company, as guarantor,

on November 14, 2022).
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10.4 to the Company’s Current Report on Form 8-K, filed with the SEC on February 21, 2023).
Form of Amendment No. 1 to Restricted Stock Unit Award. (Incorporated by reference to Exhibit 10.4 to the Company’s Current Report on Form 8-

Exhibit 10.1 of the Company’s Quarterly Report on Form 10-Q), filed with the SEC on January 16, 2024).
Unsecured Promissory Note, dated January 30, 2024, issued by the Company_and payable to Al Bridge Funding LLC. (Incorporated by reference to

the SEC on March 5, 2024).
Consent to Transfer Interest in Real Property Subject to Mortgage and Subordination Agreement, dated as of February 28, 2024, made by Starion

Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed with the SEC on April 1, 2024).
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reference to Exhibit 10.2 to the Company’s Current Report on Form 8-K, filed with the SEC on June 10, 2024).

Guarantee and Collateral Agreement, dated June 7, 2024, by and among APLD Hosting, LLC, APLD ELN-01 LLC, APLD ELN-02 LLC, APLD
Holdings 1 LLC, APLD Holdings 2 LLC, APLD ELN-02 Holdings LLC and CIM APLD Lender Holdings, LLC (Incorporated by reference to
Exhibit 10.3 to the Company’s Current Report on Form 8-K, filed with the SEC on June 10, 2024).

Registration Rights Agreement, dated June 7, 2024, by and between Applied Digital Corporation and CIM APLD Lender Holdings, LLC
(Incorporated by reference to Exhibit 10.57 to the Company's Annual Report on Form 10-K, filed with the SEC on August 30, 2024).

Form of Securities Purchase Agreement (Incorporated by reference to Exhibit 10.1 to the Company's Current Report on Form 8-K, filed with the
SEC on August 30, 2024).

Form of Registration Rights Agreement (Incorporated by reference to Exhibit 10.2 to the Company's Current Report on Form 8-K, filed with the
SEC on August 30, 2024).

Consent, Waiver and Second Amendment to Prepaid Advance Agreements, dated August 21, 2024, by and between Applied Digital Corporation and
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SEC on September 10, 2024).

Form of Registration Rights Agreement (Incorporated by reference to Exhibit 10.2 to the Company's Current Report on Form 8-K, filed with the
SEC on September 10, 2024).

the SEC on September 23, 2024).
First Amendment to Promissory Note and Waiver Agreement, dated October 8, 2024, by and between APLD Holdings 2 LLC and CIM APLD

to Exhibit 10.7 to the Company's Quarterly Report on Form 10-Q, filed with the SEC on January 14, 2025).

Applied Digital Corporation 2024 Omnibus Equity_Incentive Plan (Incorporated by reference to Exhibit 10.2 to the Company's Current Report on
Form 8-K, filed with the SEC on November 21, 2024).
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Performance Stock Unit Award, dated January 7, 2025, by and between Applied Digital Corporation and David Rench (Incorporated by reference to

Exhibit 10.3 to the Company's Current Report on Form 8-K, filed with the SEC on January 8, 2025).
Unit Purchase Agreement, dated January 13, 2025, by and among Applied Digital Corporation, APLD HPC Holdings LLC and MIP VI Holdings II,

SEC on February 13, 2025).
Pledge Agreement, dated as of February 11, 2025, by and among APLD HPC Holdings LLC, APLD HPC TopCo LLC and Sumitomo Mitsui

2025).
Parent Guarantee, dated as of February 11, 2025, by and among APLD HPC Holdings LLC, Applied Digital Corporation and Sumitomo Mitsui

2025).
Collateral Agency,_Security and Depositary Agreement, dated as of February 11, 2025, by and among APLD HPC Holdings LLC, the Subsidiary,

filed with the SEC on February 13, 2025).
First Amendment to Unit Purchase Agreement, dated February 11, 2025, by _and between Applied Digital Corporation, APLD HPC Holdings LLC,

K, filed with the SEC on February 13, 2025).
Transition Agreement, dated February 18, 2025, by and between the Company and David Rench (Incorporated by _reference to Exhibit 10.1 to the

to the Company's Current Report on Form 8-K, filed with the SEC on February 21, 2025).

the SEC on May 1, 2025)
Building 2 Datacenter Lease, dated May 28, 2025, by and between APLD ELN-02 LLC and CoreWeave, Inc. (Incorporated by reference to Exhibit

10.2 to the Company's Current Report on Form 8-K, filed with the SEC on June 2, 2025).
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Form 8-K, filed with the SEC on October 9, 2025).
Registration Rights Agreement, dated October 6, 2025, by and between Applied Digital Corporation, MIP VI DC REIT ALV, L.P. and MIP VI REIT

2025).
First Amendment to the Applied Digital Corporation 2024 Omnibus Equity Incentive Plan (Incorporated by reference to Exhibit 10.1 to the

reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K, filed with the SEC on December 22, 2025).

Guarantee and Collateral Agreement, dated December 18, 2025, by APLD DevCo LLC, APLD Intermediate HoldCo LLC, and the other Grantors
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Restricted Stock Unit Award, dated February 6, 2026, by and between Applied Digital Corporation and Saidal Mohmand (Incorporated by reference

to Exhibit 10.4 to the Company’s Current Report on Form 8-K, filed with the SEC on February 9, 2026).
Contribution and Exchange Agreement, dated February 15, 2026, by and among_Ekso Bionics Holdings, Inc., APLD ChronoScale Holdco LLC,

Report on Form 8-K, filed with the SEC on February 17, 2026).

Form of Investor Rights Agreement by and between ChronoScale Corporation and APLD ChronoScale Holdco LLC (Incorporated by reference to
Exhibit 10.2 to the Company’s Current Report on Form 8-K, filed with the SEC on February 17, 2026).

Amendment No. 1, effective as of February 24, 2026, to the Promissory Note, dated December 18, 2025, issued by APLD DevCo LLC and payable

SEC on April 8, 2026).
Guarantee, dated February 26, 2026, by Applied Digital Corporation in favor of The Babcock & Wilcox Company (Incorporated by reference to

Investor Rights Agreement, by and between ChronoScale Corporation and APLD ChronoScale HoldCo LLC, dated May 5, 2026 (Incorporated by

Amended and Restated Insider Trading Policy
List of Subsidiaries.

Consent of CBIZ CPAs P.C.
Consent of Marcum LLP

Power of Attorney (contained on signature page).
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31.1%* Certification of Chief Executive Officer pursuant to Rule 13a-14(a) or Rule 15d-14(a).

31.2* Certification of Chief Financial Officer pursuant to Rule 13a-14(a) or Rule 15d-14(a).
32.1%* Certification of Chief Executive Officer pursuant to Rule 13a-14(b) or Rule 15d-14(b).
32.2%* Certification of Chief Financial Officer pursuant to Rule 13a-14(b) or Rule 15d-14(b).

97.1% August 30, 2024)

* Filed herewith.

** Furnished, not filed.

+ Management compensatory agreement.

# Portions of this exhibit have been omitted pursuant to Rule 601(b)(10) of Regulation S-K. The omitted information is not material and is a type of information that the
registrant treats as private or confidential.

% The schedules to this Exhibit have been omitted in accordance with Regulation S-K Item 601(a)(5). The Registrant agrees to furnish supplementally a copy of all omitted
schedules to the Securities and Exchange Commission upon its request.

Item 16. Form 10-K Summary

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized, in the City of Dallas, Texas on July 29, 2026.

APPLIED DIGITAL CORPORATION

By: /s/ Wes Cummins

Name: Wes Cummins

Title: Chief Executive Officer, Secretary and Treasurer (Principal
Executive Officer)

By: /s/ Saidal Mohmand

Name: Saidal Mohmand

Title: Chief Financial Officer (Principal Financial Officer and
Principal Accounting Officer)
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POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each individual whose signature appears below hereby constitutes and appoints Wes Cummins and Saidal Mohmand, and each
of them individually, his or her true and lawful agent, proxy and attorney-in-fact, with full power of substitution and resubstitution, for him or her and in his or her name, place
and stead, in any and all capacities, to (i) act on, sign and file with the Securities and Exchange Commission any and all amendments to this Report together with all schedules
and exhibits thereto, (ii) act on, sign and file with the Securities and Exchange Commission any and all exhibits to this Report and any and all exhibits and schedules thereto,
(iii) act on, sign and file any and all such certificates, notices, communications, reports, instruments, agreements and other documents as may be necessary or appropriate in
connection therewith and (iv) take any and all such actions which may be necessary or appropriate in connection therewith, granting unto such agents, proxies and attorneys-in-
fact, and each of them individually, full power and authority to do and perform each and every act and thing necessary or appropriate to be done, as fully for all intents and
purposes as he or she might or could do in person, and hereby approving, ratifying and confirming all that such agents, proxies and attorneys-in-fact, any of them or any of his,
her or their substitute or substitutes, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this annual report has been signed below by the following persons on behalf of the Registrant and in the
capacities and on the dates indicated:

Signature Title Date
/s/ Wes Cummins Chief Executive Officer and Chairman July 29, 2026
Wes Cummins (Principal Executive Officer)
/s/ Saidal Mohmand Chief Financial Officer July 29, 2026
Saidal Mohmand (Principal Financial Officer and Principal Accounting Officer)
/s/ Chuck Hastings Director July 29, 2026
Chuck Hastings
/s/ Douglas Miller Director July 29, 2026
Douglas Miller
/s/ Richard Nottenburg Director July 29, 2026
Richard Nottenburg
/s/ Rachel Lee Director July 29, 2026
Rachel Lee
/s/ Ella Benson Director July 29, 2026

Ella Benson
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EXHIBIT 21.1

Subsidiaries



Name of Subsidiary
APLD AEX Holdings LLC
APLD AEX-01 LLC
APLD AEX-02 LLC
APLD AEX-01 HoldCo LLC
APLD AEX-02 HoldCo LLC
APLD AEX-01 LandCo LLC
APLD AEX-02 LandCo LLC
APLD ComputeCo LLC
APLD ComputeCo 2 LLC
APLD ComputeCo 3 LLC
APLD DevCo LLC
APLD ELN-01 LLC
APLD ELN-02 LLC
APLD ELN-03 LLC
APLD ELN-04 LLC
APLD ELN-02 HoldCo LLC
APLD ELN-03 HoldCo LLC
APLD ELN-04 HoldCo LLC
APLD ELN-02 LandCo LLC
APLD ELN-03 LandCo LLC
APLD ELN-04 LandCo LLC
Applied Talent Resources LLC
APLD HPC TRS LLC
APLD Holdings 1 LLC
APLD Holdings 2 LLC
APLD Hosting, LLC
APLD HPC TopCo LLC
APLD HPC TopCo 2 LLC
APLD HPC Holdings LLC
APLD HPC Holdings 2 LLC
APLD Intermediate HoldCo LLC
APLD FAR Holdings LLC
APLD FAR-01 LLC
APLD FAR-02 LLC
APLD FAR-01 HoldCo LLC
APLD FAR-02 HoldCo LLC
APLD FAR-01 LandCo LLC

APLD FAR-02 LandCo LLC

ADT TN ADIT AT TT A

Jurisdiction of Organization
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Nevada
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Nevada
Delaware
Delaware
Delaware

Nevada
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware

Delaware

| 5 VS PR



AL L UL USUL LLC ciawaic

APLD ChronoScale HoldCo LLC Delaware
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Exhibit 4.16
DESCRIPTION OF SECURITIES

The following descriptions are summaries of the material terms of our capital stock. It is subject to and qualified in its entirety by reference to our
second amended and restated articles of incorporation, as further amended to date (“Articles”) and our third amended and restated bylaws
(“Bylaws”), which are included as exhibits to our annual report, of which this Exhibit 4.16 is a part. We encourage you to read our Articles, our
Bylaws and the applicable provisions of the Nevada Revised Statutes (the “NRS”), for additional information.

Authorized Capital Stock

We are authorized to issue 610,000,000 shares of capital stock, $0.001 par value per share, of which 600,000,000 are common stock (the
“Common Stock”) and 10,000,000 are preferred stock (the “Preferred Stock™).

As of July 24, 2026 there were 291,455,971 shares of Common Stock outstanding and 411,705 shares of Preferred Stock outstanding.
Common Stock

Holders of our Common Stock are entitled to such dividends as may be declared by our board of directors out of funds legally available for such
purposes. Holders of our Common Stock are entitled to receive proportionately any dividends as may be declared by our board, subject to any
preferential dividend rights of any series of Preferred Stock that we may designate and issue in the future. There are no redemption or sinking fund
provisions applicable to our Common Stock. The holders of our Common Stock have no conversion rights. Holders of Common Stock have no
preemptive or subscription rights to purchase any of our securities. The rights, preferences and privileges of holders of our Common Stock are
subject to and may be adversely affected by the rights of the holders of shares of any series of Preferred Stock that we may designate and issue in
the future. Each holder of our Common Stock is entitled to one vote for each such share outstanding in the holder’s name. No holder of Common
Stock is entitled to cumulative votes in voting for directors.

In the event of our liquidation, dissolution or winding up, the holders of our Common Stock are entitled to receive a pro rata share of our assets,
which are legally available for distribution, after payments of all debts and other liabilities. All of the outstanding shares of our Common Stock are
fully paid and non-assessable.

Preferred Stock

Our board of directors has the authority, without further action by our stockholders, to issue up to 10,000,000 shares of Preferred Stock in one or
more series and to fix the designations, rights, preferences, privileges and restrictions thereof, without further vote or action by the stockholders.
These rights, preferences and privileges could include dividend rights, conversion rights, voting rights, redemption, liquidation preferences and the
number of shares constituting,



or the designation of, such series, any or all of which may be greater than the rights of Common Stock. The issuance of our Preferred Stock could
adversely affect the voting power of holders of Common Stock and the likelihood that such holders will receive dividend payments and payments
upon our liquidation. In addition, the issuance of Preferred Stock could have the effect of delaying, deferring or preventing a change in control of
our company or other corporate action.

As of the date hereof, (i) 660,000 shares of Preferred Stock have been designated as Series C Preferred Stock, there are no shares of Series C
Preferred Stock outstanding, (ii) 2,000,000 shares of Preferred Stock have been designated as Series E, there are 276,673 shares of Series E
Preferred Stock outstanding, (iii) 62,500 shares of Preferred Stock have been designated as Series E-1, there are 61,878 shares of Series E-1
Preferred Stock outstanding, and (iv) 1,030,000 shares of Preferred Stock have been designated as Series G, there are 73,154 shares of Series G
outstanding.

Series E Preferred Stock

Our Board has designated out of the authorized and available shares of our Preferred Stock, a series of 2,000,000 shares redeemable preferred
stock, designated as the Series E Redeemable Preferred Stock (the “Series E Preferred Stock™). The following is a brief description of the terms of
the Series E Preferred Stock.

Dividend Rights

The holders of the Series E Preferred Stock shall be entitled to receive, and we shall pay, out of legally available funds, dividends on each share of
Series E Preferred Stock at an annual rate of 9.0% of the Stated Value (as defined below). Dividends will be declared and accrued monthly. Such
dividends shall be payable upon Board approval, which may not be monthly, out of legally available funds in cash.

Liquidation Rights

Subject to the liquidation preference stated in the ranking section in the Certificate of Designation for the Series E Preferred Stock, as amended on
June 9, 2023 and on May 16, 2024, Series E Preferred Stock will be entitled to be paid out of the funds and assets available for distribution, an
amount per share equal to the “Stated Value,” or $25.00, plus an amount per share that is issuable as the result of accrued or unpaid Dividends.
After payment to the holders of our Preferred Stock, the remaining funds and assets available for distribution to our stockholders shall be
distributed among the holders of shares of Common Stock, pro rata based on the number of shares of Common Stock held by each such holder.

Redemption Rights

Each holder of shares of Series E Preferred Stock is entitled, subject to limitations applicable to distributions under Nevada law and Nasdaq
Listing Rules, to redeem any portion of the outstanding Series E Preferred Stock held by such holder at any time. At the option of the Board,



in its sole discretion, and taking into account the Company’s reserves and other considerations, such redemption may be effectuated in cash or our
Common Stock. Additionally, subject to limitations applicable to distributions under Nevada law, we may redeem a share of Series E Preferred
Stock at our option at any time from time to time upon not less than 10 nor more than 90 calendar days’ written notice to the holders prior to the
date fixed for redemption thereof, at a redemption price of 100% of the Stated Value of the shares of Series E Preferred Stock to be redeemed plus
accrued but unpaid dividends, or with shares of Common Stock as determined in accordance with the Certificate of Designation for the Series E
Preferred Stock. In accordance with Rule 5635(d) of the Nasdaq Stock Market, the number of shares of Common Stock issuable to holders of
Series E Preferred Stock for redemption shall not exceed 19.99% of the outstanding shares of Common Stock without the approval of the
Company’s stockholders.

Other Rights
Our Series E Preferred Stock has no preemptive rights, no voting rights and no sinking fund or conversion provisions.
Series E-1 Preferred Stock

Our Board has designated out of the authorized and available shares of our Preferred Stock, a series of 62,500 shares redeemable preferred stock,
designated as the Series E-1 Preferred Stock (the “Series E-1 Preferred Stock™). The following is a brief description of the terms of the Series E-1
Preferred Stock.

Dividend Rights

The holders of the Series E-1 Preferred Stock shall be entitled to receive, and we shall pay, out of legally available funds, dividends on each share
of Series E-1 Preferred Stock at an annual rate of 9.0% of the Stated Value, or $1,000.00 per year (computed on the basis of a 360-day year
consisting of twelve 30-day months). Dividends will be declared and accrued monthly. Such dividends shall be payable upon Board approval,
which may not be monthly, out of legally available funds in cash.

Ligquidation Rights

Subject to the liquidation preference stated in the ranking section in the Certificate of Designation for the Series E-1 Preferred Stock, Series E-1
Preferred Stock will be entitled to be paid out of the funds and assets available for distribution, an amount per share equal to the Stated Value, plus
an amount per share that is issuable as the result of accrued or unpaid dividends. After payment to the holders of our Preferred Stock, the
remaining funds and assets available for distribution to our stockholders shall be distributed among the holders of shares of Common Stock, pro
rata based on the number of shares of Common Stock held by each such holder.



Redemption Rights

Each holder of shares of Series E-1 Preferred Stock is entitled, subject to limitations applicable to distributions under Nevada law and Nasdaq
Listing Rules, to redeem any portion of the outstanding Series E-1 Preferred Stock held by such holder at any time. At the option of the Board, in
is sole discretion, and taking into account the Company’s reserves and other considerations, such redemption may be effectuated in cash or our
Common Stock. Additionally, subject to limitations applicable to distributions under Nevada law, we may redeem a share of Series E-1 Preferred
Stock at our option at any time from time to time upon not less than 10 nor more than 90 calendar days’ written notice to the holders prior to the
date fixed for redemption thereof, at a redemption price of 100% of the Stated Value of the shares of Series E-1 Preferred Stock to be redeemed
plus accrued but unpaid dividends, or with shares of Common Stock as determined in accordance with the Certificate of Designation for the Series
E-1 Preferred Stock. In accordance with Rule 5635(d) of the Nasdaq Stock Market, the number of shares of Common Stock issuable to holders of
Series E-1 Preferred Stock for redemption shall not exceed 19.99% of the outstanding shares of Common Stock without the approval of the
Company’s stockholders.

Other Rights
Our Series E-1 Preferred Stock has no preemptive rights, no voting rights and no sinking fund or conversion provisions.
Series G Preferred Stock

Our Board has designated out of the authorized and available shares of our Preferred Stock, a series of 1,030,000 shares of convertible preferred
stock, designated as the Series G Convertible Preferred Stock (the “Series G Preferred Stock™). The following is a brief description of the terms of
the Series G Preferred Stock.

Liquidation Rights

Upon any dissolution, liquidation or winding up, Series G Preferred Stock will be entitled to be paid out of the funds and assets available for
distribution, an amount per share equal to (i) the then current Stated Value and any other fees then due and owing thereon and (ii) the amount that
would have been received had such Series G Preferred Stock and accrued and unpaid dividends thereon, if any, been converted immediately prior
to such liquidation. After payment to the holders of our Preferred Stock, the remaining funds and assets available for distribution to our
stockholders shall be distributed among the holders of shares of Common Stock, pro rata based on the number of shares of Common Stock held by
each such holder.

Conversion Rights

Our Series G Preferred Stock is convertible at the option of the holder upon the earlier of (i) 45 days after the first issuance date of the Series G
Preferred Stock and (ii) the date on which the registration statement covering the resale of the shares of our Common Stock issuable upon



conversion of the Series G Preferred Stock is declared effective by the Securities and Exchange Commission. Conversion of the Series G Preferred
Stock will be subject to a customary 4.99% beneficial ownership limitation, as well as a 19.99% conversion limitation pursuant to the applicable
Nasdaq Listing Rules (the “Exchange Cap”).

On each conversion date, the conversion price for the Series G Preferred Stock being converted (the “Conversion Price”) will equal the greater of
(1) 95% of the lowest daily Volume Weighted Average Price for each of the five trading days immediately preceding the conversion date and (ii)
the initial floor price of $34.00, which may be reduced by the Company at any time in its sole discretion, but in no event below $4.48 (as may be
adjusted from time to time, the “Floor Price”). Based on its initial stated value of $1,000 per share and the $34.00 initial Floor Price, each share of
Series G Preferred Stock would be convertible into an aggregate of 29 shares of Common Stock.

Other Rights
Our Series G Preferred Stock has no preemptive rights, no voting rights and no sinking fund or conversion provisions.
Anti-Takeover Effects of the Articles, the Bylaws and Nevada Law

We are a Nevada corporation and are generally governed by the NRS. The following is a brief description of the provisions in our Articles, Bylaws
and the NRS that could have an effect of delaying, deferring, or preventing a change in control of the Company.

The provisions of the NRS, our Articles, and Bylaws could have the effect of discouraging others from attempting hostile takeovers and, as a
consequence, they may also inhibit temporary fluctuations in the price of our Common Stock that often result from actual or rumored hostile
takeover attempts. These provisions may also have the effect of preventing changes in our management. It is possible that these provisions could
make it more difficult to accomplish transactions that stockholders may otherwise deem to be in their best interests.

Combinations with Interested Stockholders

Nevada’s “combinations with interested stockholders” statutes, NRS 78.411 through 78.444, inclusive, prohibit specified types of business
“combinations” between certain Nevada corporations and any person deemed to be an “interested stockholder” for two years after such person
first becomes an “interested stockholder” unless the corporation’s board of directors approves the combination (or the transaction by which such
person becomes an “interested stockholder”) in advance, or unless the combination is approved by the board of directors and sixty percent of the
corporation’s voting power not beneficially owned by the interested stockholder, its affiliates and associates. Further, in the absence of prior
approval certain restrictions may apply even after such two year period. However, these statutes do not apply to any combination of a corporation
and an interested stockholder after the expiration of four years after the person first became an interested stockholder. For purposes of these
statutes, an “interested stockholder” is any person who is (1) the beneficial owner, directly or indirectly, of



ten percent or more of the voting power of the outstanding voting shares of the corporation, or (2) an affiliate or associate of the corporation and at
any time within the two previous years was the beneficial owner, directly or indirectly, of ten percent or more of the voting power of the then
outstanding shares of the corporation. The definition of the term “combination” is sufficiently broad to cover most significant transactions between
a corporation and an “interested stockholder.” These statutes generally apply to Nevada corporations with 200 or more stockholders of record.
However, a Nevada corporation may elect in its articles of incorporation not to be governed by these particular laws, but if such election is not
made in the corporation’s original articles of incorporation, the amendment (1) must be approved by the affirmative vote of the holders of stock
representing a majority of the outstanding voting power of the corporation not beneficially owned by interested stockholders or their affiliates and
associates, and (2) is not effective until 18 months after the vote approving the amendment and does not apply to any combination with a person
who first became an interested stockholder on or before the effective date of the amendment. Our Articles do not include such an election to opt-
out of these provisions.

Acquisition of Controlling Interests

Nevada’s “acquisition of controlling interest” statutes (NRS 78.378 through 78.3793, inclusive) contain provisions governing the acquisition of a
controlling interest in certain Nevada corporations. These “control share” laws provide generally that any person that acquires a “controlling
interest” in certain Nevada corporations may be denied voting rights, unless a majority of the disinterested stockholders of the corporation elects
to restore such voting rights. Our Bylaws provide that these statutes do not apply to us. Absent such provision in our Bylaws, these laws would
apply to us as of a particular date if we were to have 200 or more stockholders of record (at least 100 of whom have addresses in Nevada
appearing on our stock ledger at all times during the 90 days immediately preceding that date) and do business in the State of Nevada directly or
through an affiliated corporation, unless our Articles or Bylaws in effect on the tenth day after the acquisition of a controlling interest provide
otherwise. These laws provide that a person acquires a “controlling interest” whenever a person acquires shares of a subject corporation that, but
for the application of these provisions of the NRS, would enable that person to exercise (1) one fifth or more, but less than one third, (2) one third
or more, but less than a majority or (3) a majority or more, of all of the voting power of the corporation in the election of directors. Once an
acquirer crosses one of these thresholds, shares which it acquired in the transaction taking it over the threshold and within the 90 days immediately
preceding the date when the acquiring person acquired or offered to acquire a controlling interest become “control shares” to which the voting
restrictions described above apply.

Articles and Bylaws
The provisions of our Articles and Bylaws, taken together with the applicable provisions of the NRS:

* Authorize the board of directors to issue “blank check” Preferred Stock, the terms of which may be established and shares of which may be
issued without stockholder approval;



* Require supermajority disinterested stockholder approval of certain business combinations with related persons (each as defined in the
Articles);

* Permit removal of directors only for cause and require the affirmative vote of not less than 75% of the voting power of all of the then
outstanding shares of stock entitled to vote in the election of directors, voting as a single class, to remove any director (the NRS does not
include a cause concept in NRS 78.335 and the provision of our Articles exceeds the minimum two thirds (2/3) threshold vote required by
that statute);

* Require the affirmative vote of not less than two thirds (2/3) of the voting power of all of the then outstanding shares of stock entitled to
vote in the election of directors, voting as a single class, to adopt, amend, alter or repeal our Bylaws; and

* Do not provide for cumulative voting in the election of directors.

NRS 78.139 also provides that directors may resist a change or potential change in control of the corporation if the board of directors determines
that the change or potential change is opposed to or not in the best interest of the corporation upon consideration of any relevant facts,
circumstances, contingencies or constituencies pursuant to NRS 78.138(4).

In addition, our authorized but unissued shares of common stock are available for our board of directors to issue without stockholder approval. We
may use these additional shares for a variety of corporate purposes, including future public or private offerings to raise additional capital,
corporate acquisitions and employee benefit plans. The existence of our authorized but unissued shares of common stock could render more
difficult or discourage an attempt to obtain control of our company by means of a proxy contest, tender offer, merger or other transaction. Our
authorized but unissued shares may be used to delay, defer or prevent a tender offer or takeover attempt that a stockholder might consider in its
best interest, including those attempts that might result in a premium over the market price for the shares held by our stockholders. The board of
directors is also authorized to adopt, amend or repeal our Bylaws, which could delay, defer or prevent a change in control.

Limitation on Liability and Indemnification of Directors and Officers

Section 78.138 of the NRS provides that, unless the corporation’s Articles provide otherwise, a director or officer will not be individually liable
unless the presumption that it is acting in good faith and on an informed basis with a view to the interests of the corporation has been rebutted, and
it is proven that (i) the director’s or officer’s acts or omissions constituted a breach of his or her fiduciary duties, and (ii) such breach involved
intentional misconduct, fraud, or a knowing violation of the law. Our Articles provide that no director or officer shall have any personal liability to
the Company or its stockholders for damages for breach of fiduciary duty as a director or officer, except for (i) acts that involve intentional
misconduct, fraud, or a knowing violation of the law or (ii) the payment of dividends in violation of Nevada corporate law.

Section 78.7502(1) of the Nevada Revised Statutes, or NRS, provides that a corporation may indemnify, pursuant to that statutory provision, any
person who was or is a party or is threatened



to be made a party to any threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative or investigative
(other than an action by or in the right of the corporation) by reason of the fact that he is or was a director, officer, employee or agent of the
corporation, or is or was serving at the request of the corporation as a director, officer, employee or agent of another corporation or other enterprise
or as a manager of a limited liability company, against expenses (including attorneys’ fees), judgments, fines and amounts paid in settlement
actually and reasonably incurred by him or her in connection with such action, suit or proceeding if he is not liable pursuant to NRS 78.138 or if
he acted in good faith and in a manner he reasonably believed to be in or not opposed to the best interests of the corporation, and, with respect to
any criminal action or proceeding, had no reasonable cause to believe his or her conduct was unlawful.

NRS 78.7502(2) permits a corporation to indemnify, pursuant to that statutory provision, any person who was or is a party or is threatened to be
made a party to any threatened, pending or completed action or suit by or in the right of the corporation to procure a judgment in its favor by
reason of the fact that such person acted in any of the capacities set forth above against expenses, including amounts paid in settlement and
attorneys’ fees actually and reasonably incurred by him or her in connection with the defense or settlement of such action or suit if he acted under
similar standards, except that no indemnification pursuant to NRS 78.7502 may be made in respect of any claim, issue or matter as to which such
person shall have been adjudged by a court of competent jurisdiction, after any appeals taken therefrom, to be liable to the corporation or for
amounts paid in settlement to the corporation, unless and only to the extent that the court in which such action or suit was brought or other court of
competent jurisdiction determines that, in view of all the circumstances of the case, such person is fairly and reasonably entitled to indemnity for
such expenses as the court deems proper. NRS 78.751(1) provides that a corporation shall indemnify any person who is a director, officer,
employee or agent of the corporation, against expenses actually and reasonably incurred by the person in connection with defending an action
(including, without limitation, attorney’s fees), to the extent that the person is successful on the merits or otherwise in defense of any threatened,
pending or completed action, suit or proceeding, whether civil, criminal, administrative or investigative, including, without limitation, an action by
or in the right of the corporation, by reason of the fact that the person is or was a director, officer, employee or agent of the corporation, or is or
was serving at the request of the corporation as a director, officer, employee or agent of another corporation, partnership, joint venture, trust or
other enterprise or as a manager of a limited liability company, or any claim, issue or matter in such action.

NRS 78.751 provides that the indemnification pursuant to NRS 78.7502 shall not be deemed exclusive or exclude any other rights to which the
indemnified party may be entitled (except that indemnification may not be made to or on behalf of any director or officer finally adjudged by a
court of competent jurisdiction, after exhaustion of any appeals taken therefrom, to be liable for intentional misconduct, fraud or a knowing
violation of the law and such intentional misconduct, fraud or a knowing violation of the law was material to the cause of action) and that the
indemnification shall continue as to directors, officers, employees or agents who have ceased to hold such positions, and to their heirs, executors
and administrators. NRS 78.752 permits a corporation to purchase and maintain insurance on behalf of a director, officer, employee or



agent of the corporation against any liability asserted against him or her or incurred by him or her in any such capacity or arising out of his or her
status as such whether or not the corporation would have the power to indemnify him or her against such liabilities.

Section 78.752 of the NRS provides that a Nevada company may purchase and maintain insurance or make other financial arrangements on behalf
of any person who is or was a director, officer, employee, or agent of the company, or is or was serving at the request of the company as a director,
officer, employee, or agent of another company, partnership, joint venture, trust, or other enterprise, for any liability asserted against him and
liability and expenses incurred by him in his capacity as a director, officer, employee, or agent, or arising out of his status as such, whether or not
the company has the authority to indemnify him against such liability and expenses.

Our Bylaws provide that the Corporation shall, to the fullest extent not prohibited by applicable law, pay the expenses (including attorneys’ fees)
incurred by an indemnitee in defending or otherwise participating in any proceeding in advance of its final disposition.

In addition, we have entered into indemnification agreements with certain of our directors and executive officers. These agreements, among other
things, require us to indemnify our directors and executive officers for certain expenses, including attorneys’ fees, judgments and fines incurred by
a director or executive officer in any action or proceeding arising out of their services as one of our directors or executive officers or any other
company or enterprise to which the person provides services at our request.

We maintain a directors’ and officers’ insurance policy pursuant to which our directors and officers are insured against liability for actions taken in
their capacities as directors and officers. We believe these provisions in the Bylaws and these indemnification agreements are necessary to attract
and retain qualified persons as directors and officers.

Insofar as indemnification for liabilities arising under the Securities Act of 1933, as amended, may be permitted to directors, officers, or control
persons, in the opinion of the SEC, such indemnification is against public policy as expressed in the Securities Act and is therefore unenforceable.

Our Transfer Agent

The transfer agent and registrar for our Common Stock and our Preferred Stock is Computershare Trust Company, N.A. The transfer agent’s
address and phone number is: 150 Royall Street, Canton, MA 02021, telephone number: (781) 575-2000.

Stock Exchange Listing

Our common stock is presently quoted on The Nasdaq Global Select Market under the symbol “APLD.”



INSIDER TRADING POLICY
APPLIED DIGITAL CORPORATION

Adopted on April 29, 2026

This Insider Trading Policy (this “Policy’) of Applied Digital Corporation (the “Company”), first adopted on October 28, 2024, as amended by
Amendment No. 1 on April 10, 2025, has been amended and restated in its entirety on the date set forth above (the “Effective Date™) and adopted
by the Board of Directors of the Company (the “Board”) on such date.

This Policy is designed to prevent insider trading or allegations of insider trading, protect the Company’s reputation for integrity and ethical
conduct and to assist Covered Persons (as defined below) in complying with their obligations under the federal securities laws. You must read,
sign and retain a copy of this Policy and, annually, or otherwise upon request by the Company, re-acknowledge it. Please address questions to the
Company’s Chief Compliance Officer, who has been designated as the “Compliance Officer” for this Policy, or such other person who may be
designated from time to time by the Board.

WHO IS SUBJECT TO THIS POLICY?
(1) Company Insiders.

“Company Insiders” refers to all directors, officers and employees of the Company. The Company may also designate, from time to time,
certain consultants and independent contractors as Company Insiders. If you are receiving this Policy, you are considered a Company
Insider. The use of “you” and “your” throughout this Policy speaks directly to Company Insiders.

(2) Family Members and others living in your household.
“Family Members” refers to any of the following:

* Any of your relatives, such as a child, stepchild, grandchild, parent, stepparent, aunt, uncle, niece, nephew, grandparent, spouse,
sibling and in-law, and any other person typically considered a relative, in each case, whose Trading (as defined below) you either
direct or control; and

* Anyone who lives in your household, whether or not they are your relative, and whether or not you either direct or control their
Trading.

You are responsible for your Family Members’ Trading and therefore should inform your Family Members of the need to obtain your
approval before they Trade in Company Securities (as defined below).

(3) Controlled Entities.

“Controlled Entities” are any entities or accounts, including corporations, partnerships, retirement plans or trusts, which are under your
direction or control, or where you or a



Family Member are a beneficiary. Trading by Controlled Entities should be treated as if you Traded directly yourself.
(4) Covered Persons.
“Covered Persons” refers to Company Insiders and their Family Members and Controlled Entities.

WHAT IS ILLEGAL AND PROHIBITED INSIDER TRADING?

Generally, illegal and prohibited insider trading occurs when a person who is aware of material nonpublic information about a company buys or
sells, or engages in transactions with (e.g. hedging, shorting, swaps, etc.), that company’s securities or provides material nonpublic information to
another person who may Trade on the basis of that information.

Material Information

Material information is information that a reasonable investor would consider important in making an investment decision (i.e., a decision to buy,
hold, or sell securities) or information that would have been viewed by the reasonable investor as having significantly altered the ‘total mix’ of
information made available to them.

Any information that could be expected to affect the Company’s stock price, whether it is positive or negative, should be considered material.
Material information is not limited to information of a financial nature; rather, material information can relate to virtually any aspect of the
Company's business. Material information is also not limited to historical facts. You can be in possession of material information with respect to a
future event, such as a merger, acquisition or introduction of a new product.

There is no bright-line standard for assessing materiality; rather, materiality is based on an assessment of all of the facts and circumstances, and is
often evaluated by enforcement authorities with the benefit of hindsight. While it is not possible to define all categories of material information,
some examples of information that ordinarily would be regarded as material are:

Projections of future earnings or losses, or other earnings guidance;

Changes to previously announced earnings guidance, or the decision to suspend earnings guidance;

A pending or probable merger, acquisition, or tender offer;

A pending or probable acquisition or disposition of a significant asset;

A pending or probable financing transaction or securities offering;

The gain or loss of a significant customer, tenant, or supplier;

The entering into, modifying or waiving a material term under a material lease or other significant contract;

Any positive or negative changes to, or any disruptions or damage to, the Company’s facilities, equipment or property, which is reasonably
expected to have a material impact on the Company’s financial results, operations or condition;

-



* Any interruption in the electrical power or other utilities that supply the Company’s facilities, which is reasonably expected to have a
material impact on the Company’s financial results, operations or condition;

* A pending or probable significant joint venture;

* Any approvals, rejections or modifications to zoning or other land use approvals or laws that may have a significant effect on the Company

or its properties;

A significant company restructuring;

Significant related party transactions;

Cybersecurity incidents;

A change in dividend policy or the declaration of a stock split;

Bank borrowings or other financing transactions out of the ordinary course of business involving significant proceeds or obligations;

The establishment of a repurchase program for Company Securities;

Major marketing changes;

A change in senior management;

A change in auditors or notification that the auditor’s reports may no longer be relied upon;

Development of a significant new property, process, or service which is reasonably expected to have a material impact on the Company’s

financial results, operations or condition;

* Pending or threatened significant litigation, or the resolution of such litigation;

* Impending bankruptcy or the existence of severe liquidity problems; or

* The imposition of a ban on Trading in Company Securities or the securities of another company.

If you are unsure whether information is material, you should consult the Compliance Officer before making any decision to disclose such
information (other than to persons who need to know it) or to Trade in or recommend securities to which that information relates. The
Compliance Officer’s approval or disapproval of a trading clearance is binding on the individual requesting trading clearance and can
only be modified in writing by the Board or the Audit Committee.

Nonpublic Information

Information that has not been disclosed to the public is generally considered to be nonpublic information. In order to establish that the information
has been disclosed to the public, it may be necessary to demonstrate that the information has been widely disseminated. Information generally
would be considered widely disseminated if it has been disclosed through a press release disseminated through newswire services, a broadcast on
widely available internet, radio or television programs, publication in a widely-available newspaper, magazine or news website, or public
disclosure documents filed with the Securities and Exchange Commission (the “SEC”) that are available on the SEC’s website. By contrast,
information would likely not be considered widely disseminated if it is available only to the Company’s employees, or if it is only available to a
select group of analysts, brokers, institutional investors or industry participants. For example, discussions between the Company and another
company about a potential business deal that has not yet been publicly announced would be considered nonpublic information.

Once information is widely disseminated, it is still necessary to afford the investing public sufficient time to digest the information. As a general
rule, information should not be considered



fully digested by the marketplace until forty-eight (48) hours after the information is released. If, for example, the Company were to make an
announcement before market hours on a Monday morning, the information typically would not be considered digested until pre- market on
Wednesday morning. Depending on the particular circumstances, the Company may determine that information has been digested sooner or later
than this forty-eight (48) hour period.

As a general rule, no Trades should take place prior to the completion of this forty-eight (48) hour period. As described in more detail below, you
are also required to obtain pre-clearance for any Trade. If you would like to seek pre-clearance prior to the completion of the forty-eight (48) hour
period, you may do so in accordance with the “Pre-Clearance Procedures” section of this Policy, but the Compliance Officer has no obligation to
grant such pre- clearance. If the Compliance Officer grants pre-clearance for any particular Trade, the Compliance Officer has no obligation to
grant pre-clearance for any similar or other Trade. If pre-clearance has been granted for another Covered Person, that does not mean your
contemporaneous Trade has also been pre-cleared or approved; each Covered Person’s Trade must be pre-cleared.

As with questions of materiality, if you are not sure whether information is considered public, you should either consult with the
Compliance Officer or assume that the information is nonpublic and treat it as confidential.

TRANSACTIONS SUBJECT TO THIS POLICY

This Policy applies to any and all transactions in Company Securities, including common stock, preferred stock, options to purchase common
stock, securities that are convertible into common stock or preferred stock of the Company or any other securities that the Company may issue, as
well as derivative securities that are not issued by the Company such as exchange-traded put or call options or swaps relating to the Company’s
securities (collectively, “Company Securities”). Transactions subject to this Policy include sales, purchases, gifts (see discussion on gifts below),
pledges, hedges, and other acquisitions, dispositions, or transfers of securities, in each case, directly or indirectly (each of the foregoing
transactions, a “Trade” or “Trading” within the meaning of this Policy). This Policy also applies to Restricted Issuers. See “Prohibition on Illegal
Insider Trading”.

Gifts

For purposes of this Policy, gifts or other transfers to Family Members, whether for estate planning or otherwise, or to charities or other third
parties, are considered “Trading” within the meaning of this Policy. Gifts are subject to the requirements and restrictions outlined in this Policy
and require pre-clearance in accordance with the “Pre-Clearance Procedures” section of this Policy.

Pre-Clearance

As described in more detail below in the “Pre-Clearance Procedures” section of this Policy, all Covered Persons are prohibited from Trading in
Company Securities (or securities of a company set forth on the Restricted Issuer List) without first obtaining pre-clearance of the Trade in
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accordance with the “Pre-Clearance Procedures” section of this Policy. The transactions described in the “Exempt Transactions” section of this
Policy do not require pre-clearance.

Prohibition on Illegal Insider Trading

No Trading on Material Nonpublic Information. If you are aware of material nonpublic information about the Company or Company Securities,
you may not Trade Company Securities, except as otherwise specified in this Policy (see “Exempt Transactions” below). Moreover, if you, in the
course of performing your work duties for the Company, learn of material nonpublic information about a company with which the Company does
business, including a customer or supplier of the Company, or that is involved in a potential transaction or business relationship with the Company
(a “Related Company”), then you may not Trade in, take advantage of, or share such information about that Related Company’s securities until the
information becomes public or is no longer material. In addition, the Compliance Officer shall at all times maintain a Restricted Issuer List (the
“Restricted Issuer List”), which the Compliance Officer shall periodically evaluate, update as necessary, and disseminate internally from time to
time, but not less often than [once a quarter]. All Covered Persons shall be prohibited from Trading in the securities of any company on the
Restricted Issuer List during the quarterly and annual blackout periods for such company. In addition, during event specific blackouts for any such
company, (i) the Company’s directors, (ii) the Company’s C-Suite officers, and (iii) all other individuals who have access to information about the
specific transaction involving such company or who have been notified thereof by the Compliance Officer, shall be presumed to possess Material
Nonpublic Information and shall be prohibited from Trading in such company’s securities until such company’s event specific blackout has been
lifted, which shall be communicated promptly to all individuals in (i) through (iii) above by the Compliance Officer.! Any company set forth on
the Restricted Issuer List shall be deemed a “Related Company” for purposes of this Policy.

No Tipping. If you are aware of material nonpublic information about the Company, or if you are aware of material nonpublic information about a
Related Company that you learned in the course of performing your work duties for the company, you may not communicate or pass (“Tip”) that
information on to persons within the Company whose jobs do not require them to have that information, or to persons outside the Company,
including Family Members, Controlled Entities, friends or anyone else. The federal securities laws impose liability on any person who Tips or
communicates (the “Tipper”) material nonpublic information to another person or entity (the “Tippee”) who then Trades on the basis of the
information. Penalties may apply regardless of whether or not the Tipper Trades or derives any benefits from the Tippee’s Trading activities.

Blackout Periods. Trading is prohibited during Blackout Periods or event specific Trading restrictions, as described in more detail in the
“Quarterly Trading Restrictions” and “Event Specific Black-Out Procedures” sections below.

Additional Prohibited Transactions. All Covered Persons are prohibited from engaging in the following transactions in Company Securities:

! ChronoScale’s Insider Trading Policy will include a provision that requires notification to the Compliance Officer under this Policy of imposition and termination of any event
specific blackout.



Short Sales. Neither you, your Family Members or your Controlled Entities may sell any Company Securities that are not owned by such person at
the time of the sale (a “short sale”), including a sale with delayed delivery (a “sale or short against the box™).

Standardized Options. An “option” is the right either to buy or sell a specified amount or value of a particular underlying interest at a fixed
exercise price by exercising the option before its specified expiration date. An option which gives a right to buy is a “call” option, and an option
which gives a right to sell is a “put” option. Standardized options (which are so labeled as a result of their standardized terms) offer the
opportunity to invest using substantial leverage and therefore lend themselves to significant potential for abusive Trading on material inside
information. Standardized options also expire soon after issuance and thus necessarily involve short-term speculation, even where the date of
expiration of the option makes the option exempt from certain SEC restrictions. The writing of a call or the acquisition of a put also involves a
“bet against the company” and therefore presents a clear conflict of interest for you. As a result, you, your Family Members or your Controlled
Entities may not Trade in standardized options relating to Company Securities at any time.

Hedging Transactions. Certain forms of hedging or monetization transactions, such as zero- cost collars and forward sale contracts, allow you to
lock in much of the value of your stock holdings, often in exchange for all or part of the potential for upside appreciation in the stock. These
transactions allow you to continue to own the covered securities, but without the full risks and rewards of ownership. When that occurs, you may
no longer have the same objectives as the Company’s other shareholders. Therefore, neither you, your Family Members or your Controlled
Entities may engage in any such transactions.

Margin Accounts and Pledges. Securities held in a margin account may be sold by the broker without the customer’s consent if the customer fails
to meet a margin call. Securities pledged or hypothecated as collateral for a loan may be sold in foreclosure if the borrower defaults on the loan.
Because a margin sale or foreclosure sale may occur at a time when you are aware of material nonpublic information or otherwise are not
permitted to Trade in Company Securities, neither you, your Family Members nor your Controlled Entities may hold Company Securities in a
margin account or pledge Company Securities as collateral for a loan unless such transaction has been pre-approved by the Compliance Officer.

Exempt Transactions

Stock Option Exercises. This Policy does not apply to the exercise of any stock option acquired pursuant to the Company’s equity plans, or to the
exercise of a tax withholding right pursuant to which a person has elected to have the Company withhold shares subject to an option to satisfy tax
withholding requirements. This Policy does apply to any sale of stock as part of a broker-assisted cashless exercise of an option (to the extent that
such an exercise is permitted under the Company’s equity plans and applicable stock exchange rules and policies), or any other market sale for the
purpose of generating the cash needed to pay the exercise price of an option.

Restricted Stock Awards. This Policy does not apply to the vesting of restricted stock (if, as and when issued by the Company), or of a tax
withholding right pursuant to which you elect to have
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the Company withhold shares of stock to satisfy tax withholding requirements upon the vesting of any restricted stock. This Policy, however,
would apply to any market sale of restricted stock (if any becomes issued).

401(k) Plan. This Policy does not apply to purchases of Company Securities in the Company’s 401(k) plan resulting from your periodic
contribution of money to the plan pursuant to your payroll deduction election. This Policy does apply, however, to certain elections you may make
under the 401(k) plan, including: (a) an election to increase or decrease the percentage of your periodic contributions that will be allocated to the
Company’s stock fund; (b) an election to change the investments in Company Securities or securities of a Related Company in your 401(k) pan;
(c) an election to make an intra-plan transfer of an existing account balance into or out of the Company’s stock fund; (d) an election to borrow
money against your 401(k) plan account if the loan will result in a liquidation of some or all of your Company stock fund balance; and (e) an
election to pre-pay a plan loan if the pre- payment will result in allocation of loan proceeds to the Company’s stock fund. Trades in any other
benefit plan are subject to this Policy.

Transactions with the Company. This Policy does not apply to the purchase of Company Securities from the Company or the sale of Company
Securities to the Company.

Except for above, there are no Trading exemptions to this Policy. Securities laws do not recognize any mitigating circumstances. Trades that may
be necessary or justifiable for independent reasons (such as in the case of an emergency), or small Trades, or Trades to pay your taxes, are not
permitted.

PRE-CLEARANCE PROCEDURES

All Covered Persons are prohibited from Trading in Company Securities (and, if applicable to such Covered Person, in securities of any company
set forth on the Restricted Issuer List) without first obtaining pre-clearance of the transaction from the Compliance Officer (i.e., a Company
Insider is required to get pre-clearance for Trades on behalf of his or her Family Members or Controlled Entities). A request for pre-clearance must
be submitted in writing to the Compliance Officer at least two (2) business days in advance of the proposed Trade by submission of the Trade Pre-
Clearance Request Form attached here as Addendum A. The Compliance Officer is under no obligation to approve a Trade submitted for pre-
clearance, and may determine not to permit the Trade, even if similar or other Trades have been pre-cleared.

When a request for pre-clearance is made, the requestor should carefully consider whether he or she may be aware of any material nonpublic
information about the Company (or a company set forth on the Restricted Issuer List), and should describe fully those circumstances to the
Compliance Officer. The requestor should also indicate whether he or she has effected any non-exempt “opposite-way” transactions within the
past six (6) months, and should be prepared to report the proposed Trade on an appropriate Form 4 or Form 5. The requestor should also be
prepared to comply with SEC Rule 144 and file a Form 144, if necessary, at the time of any sale.



If a Covered Person seeks pre-clearance and permission to engage in the Trade is denied, then such Covered Person must refrain from initiating
any Trade in Company Securities (or securities of a company set forth on the Restricted Issuer List), and should not inform any other person of the
restriction. All Trades in Company Securities (or securities of a company set forth on the Restricted Issuer List) are prohibited unless and until the
Covered Person receives written confirmation from the Compliance Officer that the proposed Trade has been approved. Approvals are effective
for five (5) business days after receipt of written approval (if such approval is not otherwise rescinded) and the Trade must be completed within
this period (or a new approval must be obtained). Once the Blackout Period begins (or upon the notification of an event specific Trading
restriction), any approval for Trades that were previously pre-cleared are automatically rescinded and all pending pre-clearance requests are
automatically deemed denied.

QUARTERLY TRADING RESTRICTIONS

The Company has designated the following groups of individuals as part of the Company’s “Blackout Group.” The Compliance Officer will notify
you in writing (or by email) if you are part of the Blackout Group.

e All (i) members of the Company’s Board of Directors and (ii) officers (as defined in Rule 16a-1(f) of the Exchange Act) of the Company
(i.e. the Company’s Section 16 filing persons)

+ All employees within the Finance, Accounting, Investor Relations and Legal functions.

« All other employees in any function who have visibility to the Company’s earnings information, including earnings information at the
subsidiary level, as well as the Company level (if you are unsure about whether you have visibility to the earnings information, please
speak with your manager and, as necessary and appropriate, your manager may contact the Compliance Officer to further discuss).

*  Such other persons as may be designated from time to time by the Compliance Officer.

Members of the Blackout Group may not Trade any Company Securities (other than as specified by this Policy), during a “Blackout Period.” A
Blackout Period begins on the first (1%!) trading day after the end of each fiscal quarter and ends forty-eight (48) hours following the time of the
public release of the Company’s earnings results for that quarter. In other words, these persons may only conduct transactions in Company
Securities during the “Window Period” beginning on the third (3™) day following the public release of the Company’s quarterly earnings and
ending at the close of business on the last day of the next fiscal quarter. For example, if an earnings release were published at 4:15PM (New York
time) on a Tuesday, the Blackout Period would end with the market open that Friday morning, or if an earnings release were published on a
Monday at 8:15AM (New York time), then the Blackout Period would end at market open that Wednesday morning.

EVENT-SPECIFIC BLACK-OUT PROCEDURES

From time to time, an event may occur that is material to the Company and is known by only a few Company Insiders. So long as the event
remains material and nonpublic, certain Company



Insiders who are aware of the event may be designated by the Compliance Officer as restricted from Trading. In that situation, the Compliance
Officer will notify these Covered Persons in writing (or by email) that they should not Trade in Company Securities, whether or not the
Compliance Officer discloses the reason for the restriction. For so long as the event remains material and nonpublic, the Company Insiders
designated by the Compliance Officer may not Trade Company Securities. In addition, the Company’s financial results may be sufficiently
material in a particular fiscal quarter that, in the judgment of the Compliance Officer, designated Covered Persons should refrain from Trading in
Company Securities even sooner than the typical Blackout Period described above. The existence of an event-specific Trading restriction period or
extension of a Blackout Period will not be announced to the Company as a whole, and should not be communicated to any other person. Even if
the Compliance Officer has not designated you as a person who should not Trade due to an event-specific restriction, you should not Trade while
aware of material nonpublic information. Exceptions will not be granted during an event-specific Trading restriction period.

RULE 10b5-1 PLANS

Rule 10b5-1 under the Securities Exchange Act of 1934, as amended, provides an affirmative defense, under certain conditions, against allegations
that a Company Insider Traded in Company Securities (or securities of a company set forth on the Restricted Issuer List) while aware of material
nonpublic information. Among other things, Rule 10b5-1 requires the use of a contract, instruction or plan that meets certain conditions specified
in Rule 10b5-1 (a “10b5-1 Plan”).

Company Insiders are prohibited from entering into a 10b5-1 Plan during (i) a Blackout Period, (ii) when they are subject to an event specific
Trading restriction, or (iii) at any time when they are aware of material, nonpublic information about the Company (or a company set forth on the
Restricted Issuer List). Pre-clearance is required prior to entry into a 10b5-1 Plan, termination of a 10b5-1 Plan, or a modification of a 10b5-1
Plan. A copy of a 10b5-1 Plan must be submitted to the Compliance Officer for review and pre-clearance at least three (3) business days prior to
the anticipated entry into a 10b5-1 Plan. The 10b5-1 Plan document must be reviewed and pre-cleared by the Compliance Officer prior to being
signed by the Company Insider. The Company has discretion to refuse approval of any 10b5-1 Plan document for any reason and need not provide
any reason for such refusal to the Company Insider. Once a 10b5-1 Plan is adopted, the Company Insider must not exercise any influence over the
amount of securities to be Traded, the price at which they are to be Traded, or the date of any Trade. The 10b5-1 Plan must include a cooling-off
period consistent with applicable SEC rules before Trading can commence.
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POST-TRADE REPORTING

You are required to report to the Compliance Officer any Trade in Company Securities (or securities of a company set forth on the Restricted
Issuer List) by you, your Family Members or Controlled Entities no later than the business day following the date of your Trade. Each report you
make should include the date of the Trade, quantity, price, and broker through which the Trade was effected. This reporting requirement may be
satisfied by sending (or having your broker send) duplicate confirmations of Trades to the Compliance Officer if such information is received by
the required date.

The foregoing reporting requirement is designed to help monitor compliance with these procedures and to enable the Company to help those
persons who are subject to reporting obligations under Section 16 of the Securities Exchange Act of 1934, as amended, to comply with such
reporting obligations. Each officer and director, however, and not the Company, is personally responsible for ensuring that his or her Trades do not
give rise to “short swing” liability under Section 16 and for filing timely reports of Trades with the SEC.

THE CONSEQUENCES OF VIOLATING THIS POLICY

Trading of Company Securities (or securities of a company set forth on the Restricted Issuer List) while aware of material nonpublic information,
or the disclosure of material nonpublic information to others who then Trade in Company Securities (or securities of a company set forth on the
Restricted Issuer List), is prohibited by the federal and state laws. Insider trading violations are pursued vigorously by the SEC, U.S. Attorneys,
and state enforcement authorities as well as the laws of foreign jurisdictions. Punishment for insider trading violations is severe, and could include
significant fines and imprisonment. While the regulatory authorities concentrate their efforts on the individuals who Trade, or who Tip information
to others who Trade, the federal securities laws also impose potential liability on companies and other “controlling persons” (such as directors,
officers and other supervisory personnel) if they fail to take reasonable steps to prevent insider trading by company personnel.

In addition, your failure to comply with this Policy may subject you to Company-imposed sanctions, including dismissal for cause, whether or not
your failure to comply results in a violation of law. Needless to say, a violation of law, or even an SEC investigation that does not result in
prosecution, can tarnish your reputation and irreparably damage a career.

POST-TERMINATION TRADES

This Policy continues to apply to Company Insiders even after the Company Insider ceases to be a Company Insider. If you are aware of material,
nonpublic information when your employment or service relationship terminates, you may not Trade in Company Securities (or securities of a
company set forth on the Restricted Issuer List) until that information has become public or is no longer material.

-10-



REPORTING OF VIOLATIONS

If any person knows or has reason to believe that this Policy has been or may be violated, the person should bring the actual or potential violation
to the attention of the Compliance Officer.

MODIFICATIONS AND WAIVERS

The Company reserves the right to amend or modify the procedures set forth herein at any time. Waiver of any provision of this Policy in a
specific instance may be authorized in writing by the Audit Committee, with the advice of outside counsel (with all interpretations to be made by
the Audit Committee and/or the Board of Directors.

This document states a policy of the Company and is not intended to be regarded as the rendering of legal advice. This Policy is intended
to promote compliance with existing law and is not intended to create or impose liability that would not exist in the absence of this Policy.
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ACKNOWLEDGMENT AND CERTIFICATION

The undersigned does hereby acknowledge receipt of this Policy. The undersigned has read and understands (or has had explained) this Policy and
agrees to be governed by this Policy at all times and the confidentiality of nonpublic information.

(Signature)

(Please print name)

Date:
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APPLIED DIGITAL CORPORATION
TRADE PRE-CLEARANCE REQUEST FORM

NOTE: All Trades in Company Securities must be pre-cleared by the Compliance Officer designated in the Policy, or such other person who is
designated by the Board of Directors of the Company. A request for pre-clearance should be submitted to the Compliance Officer at least two (2)
business days in advance of the proposed Trade. All Trades in Company Securities are prohibited unless and until you receive written
confirmation from the Compliance Officer that your proposed Trade has been approved. Approvals are effective for five (5) business days after
receipt of written approval (if such approval is not otherwise rescinded) and the Trade must be completed within this period (or a new approval
must be obtained). If you received pre-clearance for a Trade, and then a Blackout Window, or an event specific Trading restriction, begins before
the Trade is executed, all of your previously pre-cleared Trades are automatically rescinded and all pre-clearance requests are deemed revoked
and retroactively denied.

Name:__

Date of Request:__

Please check one of the below boxes and fill in the share numbers:

[1 Thereby request clearance to purchase up to __ shares of common stock of Applied Digital Corporation

[1 Thereby request clearance to sell up to ___ shares of common stock of Applied Digital Corporation

By signing below, the undersigned acknowledges and agrees that (i) the undersigned has received a copy of the Applied Digital Corporation
Insider Trading Policy dated October 28, 2024 (the “Policy™), (ii) the undersigned will comply with the terms of the Policy, (iii) the undersigned is

not in possession of material non-public information concerning the Company, and (iv) the undersigned will comply with all applicable laws in
connection with the proposed Trade, including, but not limited to, insider trading laws.

Signature:__

If your Trade request is approved, you will receive a copy of this form countersigned by the Compliance Officer.

Accepted and Approved:

Saidal Mohmand, Compliance Officer

Date of Approval:
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CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the Registration Statements on Form S-3 (File Nos. 333-291964, 333-291194, 333-290550, 333-258818, 333-267478, 333-
279155, 333-287729, 333-287730, 333-288390 and 333-278699) and Form S-8 (File Nos. 333-291652, 333-284139, 333-265698, 333-267811, 333-281893 and 333-283480)
of our reports dated July 29, 2026 with respect to the financial statements of Applied Digital Corporation (the “Company”) and the effectiveness of internal control over
financial reporting of the Company included in this Annual Report on Form 10-K for the year ended May 31, 2026.

/s/ CBIZ CPAs P.C.

New York, NY
July 29, 2026



CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the Registration Statements on Form S-3 (File Nos. 333-291964, 333-291194, 333-290550, 333-258818, 333-267478, 333-
279155, 333-287729, 333-287730, 333-288390 and 333-278699) and Form S-8 (File Nos. 333-291652, 333-284139, 333-265698, 333-267811, 333-281893 and 333-283480)
of our report dated August 30, 2024, with respect to the consolidated financial statements for the year ended May 31, 2024 of Applied Digital Corporation included in this
Annual Report on Form 10-K for the year ended May 31, 2026.

/s/ Marcum LLP

New York, NY
July 29, 2026



Exhibit No. 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT
TO SECTION 302(a) OF THE SARBANES-OXLEY ACT OF 2002
(18 U.S.C. SECTION 1350)

I, Wes Cummins, certify that:

1.
2.

5.

I have reviewed this Annual Report on Form 10-K of Applied Digital Corporation for the fiscal year ended May 31, 2026;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light

of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,

results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)

b)

<)

d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors

and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a)

b)

Date:

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

July 29, 2026 By: /s/ Wes Cummins
Name: Wes Cummins

Chief Executive Officer (Principal Executive Officer)



Exhibit No. 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT
TO SECTION 302(a) OF THE SARBANES-OXLEY ACT OF 2002
(18 U.S.C. SECTION 1350)

I, Saidal Mohmand, certify that:

1.
2.

5.

I have reviewed this Annual Report on Form 10-K of Applied Digital Corporation for the fiscal year ended May 31, 2026;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in light
of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,

results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules 13a-
15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

a)

b)

O]

d)

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in
which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision, to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal
control over financial reporting; and

The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s auditors

and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a)

b)

Date:

All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

July 29, 2026 By: /s/ Saidal Mohmand
Name: Saidal Mohmand

Chief Financial Officer (Principal Financial and Accounting
Officer)




Exhibit No. 32.1
SECTION 906 CERTIFICATION OF CHIEF EXECUTIVE OFFICER

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K for the fiscal year ended May 31, 2026 of Applied Digital Corporation (the “Company”) as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Wes Cummins, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1)  The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: July 29, 2026 By: /s/ Wes Cummins
Name: Wes Cummins

Chief Executive Officer
(Principal Executive Officer)




Exhibit No. 32.2
SECTION 906 CERTIFICATION OF CHIEF FINANCIAL OFFICER

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10-K for the fiscal year ended May 31, 2026 of Applied Digital Corporation (the “Company”) as filed with the Securities and

Exchange Commission on the date hereof (the “Report”), I, Saidal Mohmand, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:

(1)  The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)  The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Date: July 29, 2026 By: /s/ Saidal Mohmand
Name: Saidal Mohmand

Chief Financial Officer
(Principal Financial and Accounting Officer)




